ZINE WIG Li le Diy) (Gap 


WORLD 
TRADE 


FROM ANCIENT TIMES 
TO THE PRESENT 


ENCYCLOPEDIA OF 


WORLD 
TRADE 


VOLUMES 1-4 


This page intentionally left blank 


ENCYCLOPEDIA OF 


WORLD 
TRADE 


FROM ANCIENT TIMES TO THE PRESENT 


VOLUMES 1-4 


Ebirem BY CYNTHIA CLARK NORTERU P 


Routledge 


Taylor & Francis Group 
LONDON AND NEW YORK 


39q71LNO0U 


First published 2005 by M.E. Sharpe 


Published 2015 by Routledge 
2 Park Square, Milton Park, Abingdon, Oxon OX14 4RN 
711 Third Avenue, New York, NY 10017, USA 


Routledge is an imprint of the Taylor & Francis Group, an informa business 


Copyright © 2005 Taylor & Francis. All rights reserved. 


No part of this book may be reprinted or reproduced or utilised in any form or by 
any electronic, mechanical, or other means, now known or hereafter invented, 
including photocopying and recording, or in any information storage or retrieval 
system, without permission in writing from the publishers. 


Notices 
No responsibility is assumed by the publisher for any injury and/or damage to 
persons or property as a matter of products liability, negligence or otherwise, 
or from any use of operation of any methods, products, instructions or ideas 
contained in the material herein. 


Practitioners and researchers must always rely on their own experience and 
knowledge in evaluating and using any information, methods, compounds, or 
experiments described herein. In using such information or methods they should 
be mindful of their own safety and the safety of others, including parties for 
whom they have a professional responsibility. 


Product or corporate names may be trademarks or registered trademarks, and 
are used only for identification and explanation without intent to infringe. 


Library of Congress Cataloging-in-Publication Data 


Encyclopedia of world trade : from ancient times to the present / Cynthia Clark Northrup, editor. 
p. cm. 
Includes bibliographical references and indexes. 
ISBN 0-7656-8058-0 (hardcover : alk. paper) 
1. International trade—History—Encyclopedias. 2. Commerce—History—Encyclopedias. 
I. Northrup, Cynthia Clark, 1959- 


HF1373.W67 2004 
382’ .03—dce22 2003015313 


ISBN 13: 9780765680587 (hbk) 


CONTENTS 


TOPIC PINAY csisisiicts idantimcdiatnecainant erin xi 
DASE Of MAS ts axissestnssapnnsnnvarattaseanncieabendsianerSiananianenn XV 
The Editor and Conti butors sisvcsseccctesciasesines xvii 
PCT AGG epechsieccsea cect sararertoeinemenceteseannes xxi 
PCO wled PIM Mts ssscnsaseesssis stecciracvcnten cayhent xxiii 
Iligiwnase late, ¢ 19) « gremen ames Meeeptt seer nimve Senta estan tieena’ XXV 
Volume 1 

Pasi C allpMAbe secscestavsetsisstsabarsascetadsecnactateueancasaes 1 
AO VOTUSIAE: scsnscsnaicheasszeneidonsssnetabetenissnetveniecsateeneets 2 
ING POAT OSA caiscinpievssivadaiendosontcenebetieesonivesinaletexagorntecs 6 
PAT Asoc asiciiintdastaie tested cat heanteeant Daeenrnatguastevenaleaeess 8 
PS BOTAL ccsccsstvascstenvpssatsisiaven toca vesdssancennits asapaseCeltnencete 10 
POU UCU ssscnrsssesadtesneissvuatensnisennre ico semnaatomes 11 
POG CHAUE sisesiicessicitsncieercninncemiocrsnsalinednnesinatanectreuies 18 
Paice Cclale lait \ cg Cit cr: | aoe eee aoe renee rene een eee 20 
PUR SINAN cssieussisesscictasrucsnialsepisvacsndestaentar uucespotaies 21 
Alphabet; AgAWGIC ss cancspsvstscorsasavsiaes consavssnorannenvens 22 
Pllphiabet, Cy tie sicgcicssvicitoocestaciaecdinneideoneaidanseets 23 
Alphabet, Greek sssetscsievesisneassvosisannassacnivesnadwaenivans 23 
Pipi ae Lattin csccansscatssvetatiares ccaccceaneiesbdsaenninaseae 24 
Alphabet, PROCMICIM sexisiiedanscsnreotincnenaieccacuess 24 
Pllsace aan LiOriraatne vixsixvanisscsspcnynsscanseptnpsaciessesictic 26 
PMA ROM RAV!L seiscissinsucsntasnccieinecasrstapsenseeseaioavenans 28 
PDT coe eto tes Sates cre onts Siacratch peed abuse obcaneah ceebece 29 
PAIMIDEE ROU LES sciecnistascednanthesteniauceuosccivavescinataaveniess 30 
American Federation of Labor—Congress 

Of Industrial Organi ZatiOns: sicscsiccciesiesecciscasees 32 
PUVEP ICA SVC NAO tps cscs ira ceasdonseecacoivvevers 34 
PUVGRO PC AIM ssrshccasincosstds Weresraselyseusstocesnandatnerasuccies 37 
PRODI WARS essiocsnsnivscthavsnstnsbu ensiecetonbvainstvn 38 
POIMMBVGUS depicts caine ecdasvensoeaednocesascalaecenendieecoocins a9 
PRIN VAY" s2ssordes nwticor enaistianranurapeninrennvoennneiiing 41 
PRTG ces scoosxeccecsesesnntacechiccec uci ce pphanbath catedeneanmcenacet 43 
PECMACOLOS Y. nccisnistscineesieaidsteacameielaalabeweiann 45 
PUTS TULUNG a ccvirsctencetnadcveits iat thavansaeenaa canneainnscewnandonnete 53 
PWT PINE, ARICA sscsinciscosectendonssatenvistisiedustevipiease 54 
PAPRTV CRUG 5 cxoiesitoiapirtsniesaacsed deawacepcaioninnsatarceesnbaeewbine 55 


PRT ed Secs es eek eetesee cesses eh sasee teed lessees Pare ee 57 
Association of Southeast Asian Nations ........... 68 
PSS Y TAIL ERPS sscieessemadenrecineensprarennnentanenione 70 
PASO LAC va cee vs occ cldces, sensvscessseceseutassechsssdeasateereiesarits 72 
Aswan HIGH DaMtssscasciscnwiniiwesanmearawesauy 72 
Athens, Ancient ........cccccccccesscesscesseesseeseesseeesecenees 74 
Atlantic Trade wo... ccccccccceccsssccsssesssseessssssseeee 75 
AULOMODIIES y.c.3e.cisiisivied vetkioei Hide adenerneieesaake 82 
aN 4 (1000) 0 eer 84 
PNT NCCS occ ec ss2 02s cxcsbecctides Mocessaedaisecctivesivcesusesceseetaee 92 
Baby lOmiaty Tine a satecinceiaceneecetssatesvatcensnstnninias 94 
Bantu MI StanOns 2cccsicusctonendtcentiectant 95 
Bardi Ouse Of Bam kine ssccenssaverssseasnsapissavcansitessnes 96 
Baroque sicusacitand aniaeneiiotane dara 97 
| 720 6 =) eRe PRES nates OED ORE OR UE OR CEE ner NCEE Rar EP En 99 
Batavia (Jakarta) seccciniiecanhienuencdeoniaane 101 
Bell, Alexander Graham ..........ccccccesscesseesseerees 103 
Berbers .....ccccccscscscscsssssssssssssssssssssssssssssssssssssssasseass 104 
112) oa) 6 (cl = oer ey He se PROPER Pe REUSE CR HC ESION OEE SERRE SES 105 
BiOterrOriSM .......cccccccescsccesssceecesssceecsssseeecsseeseseseees 106 
Black Death wociccccccccccccccsseccssseesseessssessesenes 111 
Black Sea wiecieecccccccccccccsscccssscsssscecssseesssesssseesseees 112 
BOISHOVISM ....cceeccceccscecesecessscecsecessseecssccsseesessens 113 
BOUPZCOISIC essa tsnsticcsruvavsestensbectbentansursnsacknnsatwnsaddens 115 
Boxer Rebellion .0........ccccccccscceseceseceeceeceseeeeeesees 116 
Ba Zil os oscessceessctessxlesessdevsstes sategvseees clesssiestestessuemeees 117 
Bri Ory vedecsivecsssissa cet senor anes wide aniccuanects 118 
British Commonwealth ..........cccccceesceseeseeeeees 121 
British East India Company ssscsvcsdcreccsicces 122 
Beitis ti: Moines csiniginewentisromeieasindenmsinnaians 124 
British-South American Trade Relations........ 127 
Buddhism ....ecccccccccccccccesssccesssesssssecssssesssessseens 128 
TOU GIS come zrnsisseniestbae Aieaidcente tenseenetandcnsnmatereds 130 
Bush, George Herbert Walker wiscssccsssssoevscsosoves 131 
ByZantine BM Pit 5. seicraecissmiamniscanstmemnee 133 
URE Tek 1 @ mre nr ne Tr OS nS RE RE OP 135 
C Al GU bal ees cess hiesiec tis Waceh eesiehtievisiatie dents: 135 
CaliGut 5 sccc:a tl en eae dete ieee 137 


CaOTEARSINY. scasiiscasvasivasavepstionniyeantnasinsaieiveansdenomensnebiven 139 


vi CONTENTS 


CATA LING ons cxshess aseracnca tayas tatvicennpdsoacicengetaetneiens 144 
CANT DSA esac vara cena csceat cpaeerecteeceeieraa ion aac’ 145 
CATER IC, PRUTOW si ccastsssecaivetesansnssecshtecssiaevnoisists 148 
Carlie SIAM, MN PIRG i tecscsnarcasineceruscctenrelaciaoreniale 149 
RATT IS sssecsccries hossncssinnteanncinscsbontseuassuonia dosiadonenttniiens 151 
CAPO PADI siianicnicseseisieemnianinndondianecitien 152 
| ne ee eet eee eee eee 158 
Cerna AIT ICa sp. vesscessend seu stseterutocessesicssustvbnensiaaten 160 
RCT ss cea estan nats eae eca acces eren eaten oe 163 
Chimese Dy Wastes casciisuinnnndredndintn 166 
Chinese-Japamese Trade sisisicssssessscseivscssnranearsons 170 
TOC OIA secscunanrssainemninmbansirietccs eternal 172 
CPONCTE acscscuscsance ines chuaisntartencucaneanteleukaeaieeiateineets 173 
COTATI Gee cuetuteeidee ea inate xeusmcnngnde taeincunt 174 
MTT a rassccsvke tes erat tle enisoteeetiormentoner 176 
CTUAVALE: spot sattahienatictaisnbaneneaeaarnapaamen 183 
CliVG; ROD OPEsecsciheciiscccisvesitoes Stectiovestitciteds decease 185 
OT vss t sca capaaesepnitrncetasiavanictondstantadeaeeisenceoameatons 186 
CONIA weesicetoaa sais tnsapncaegnvaveceenon tnvesavasetanigomttons 187 
COIL WY Al 3, arenes shatneolcnannisonena ea aibanniesiaebaenbenion 188 
085) (618 221 3167 ¢ eee ee mer rae nea Pa 190 
Colt tatt EXC aI Be seissasscssnicssnd cnsnsdanvoestsavvnsnss 192 
Colaimbtis, Citi stop ee is wicesstensdtisciuaceveninetiess 194 
GEA ZC US cpus cxsecnnshsoeonseainssesnaneanecnastn® 195 
COMIC T IN, 5. sesssvesp sins sed es oceesetctetec aus wabea ipioes 196 
OR TTAI CATION Sesaphepcistevinnarinsienttind oni east cents 197 
CORTE A TM SER scssnsvv aga cnasspatrapsn esenaeemnnninpsxavensdeeadanes 200 
COMparalve ACVaAnlA SS. stsceicivesacmntastersivciaen 207 
COMPASS prrccccainnmisamcninicueeaieaae 208 
CONS FALL cdo cscs acct cxceecanenrabocs on theateslanecrann: 210 
COMMU US ssnscainsscinzedenosnetrsseonianbeedasnatedensnasianicon: 215 
ORACLE sar teperatectccecatainnte ine esi tev aieds 216 
COMSEANE MOPS esi sissscusssinsdensuotavenssnrsacsdorarsbeasinss 218 
COMSTUVETISIN sccsseccesseadipssesitetdiaroxvlendesseed oncesicets 220 
OMAR SIE xsscesusssecrasececcnasansnpdeasdertnateaeenniens 227 
COMM mental Sy StS sion tsivcrsyecnsivennnatnentnasiccesinni 229 
COOK MA UAtIy [AICS scisescnissocusbrerstusentnsseeioneciaune 229 
COD PCE ia cennashinitionaisiaceineeaeiinadchnnsneranesenin 231 
COP VMI HES ssinstcanctisdetembianimatinabauaun 233 
ROU paceiscins ios hein yi teers 234 
Oia UWS cssdscsel Gi cas nsapsedbcsieciesd oxcsnuncued nests daspties 236 
COR POTAMONS iipisiaciainescdutaartioantoueiGnrduaeciosiaun 237 
CS GUE c cnn cansecusananinadsionatelinnieneadsesnrahestaecunsasoieans 240 
ELON Cit ess ica esinsas nenaietsatancatarencteusaleulctesvenmentets 242 
Council for Mutual Economic 

PAS SISLAMNCE 5 cciceinastscedesinstiaceenioniresinsionmioduien 243 
COWES: cxciateusaentarcehinen bennett ss unaareneaews 244 
TC ES sa ciseustasag eas ianpatacnetanysupsnauianeeennnesnacalbeetesnatalpioes 245 


Crop RGOGHOR iticencieninniediatnnain 249 
Cross tat: s22052s.ctencertaceeseieviiieea teen tnee tates 251 
CPUS ALES oc. sastucsisivner wnipinctnsesicint doemntrane erates 252 
Crystal Palace wssisstsseccsivienivacnstdsseedesniavabneniteests 256 
CUDA «sosndasaacanient nee 258 
CNAME ONIN rescntetsescstnateasteias esorasbstaneateateenubgteess 259 
CY DEUS ciscicchcnerhingetneniacicinentamnnicteenirtintess 260 
Part RIV CP osc deacaseonssccrenectesnotsnrresiosecanereonnts 261 
Dare ANC :.vcasecusersrnsasrssaccknstoneessdeossauneteetrsnntee 262 
PAM APES visavssivedsiinvdgrsnecesvevesataoouivisivelsuexaporndedeaess 264 
Dee liam Ca Ue vvisavhessunsecipncaiinuntasslavissteinmncisettenn 266 
Department StOGGS sscusetntonatacn nccunes 267 
DIAG IS  icsssinchanicacinessascontandunincnssmtansmnicennseuaiiaes 269 
DIaSPOtds pakiciice nmin ED 272 
DTETVAITS cess ncsanssisornsend easesexyratennnnensatanattameneniann 273 
Discovery anid: Exploration esrecstedsrecestoccioteceens 274. 
ISCAS G os ccecadensentocatnenteuectanmntnuactaveccanmncctneenaleastes 278 
Disputes and Arbitration, International ......... 280 
DOREY S inisneapiinGdein ea oaamaet 288 
Drake, Sir Francis .........cccccccccccsseesseessceseesseeseesaes 289 
DNAS So tases ntaceescat ah catiracsesncicaniueainat beeeett eens 290 
POUIUCU seat ccnaivssadenaatecncaetnie tunioerioumsdsumantemeriae 294. 
Dae cere hte tienes emnn tenn heen 295 
Volume 2 
PEASE PUGNAc scstusstenctvccs suesspticcenidadastvveeeuntavsuntanensevetie 297 
Economic Consequences of the Peace, The ............ 298 
Economics, Classical .........cccccccccescesseesseesseeseesaee 299 
Edison, Thomas Alva ..........:ccccccsscssseesseeseeeseeeees 300 
ER YPC ssconiienisecsinrnincimieeninenrnaimerinneinmne 301 
EVO U, AMICIOIIE ssssisseneivaresnourstnratavnestavarsimenenennsnonts 302 
TS CERIGILY sasicxhcianiceonsdsincin cxnaenintoinaietiateoeivenannae 304 
EI ZADG EL I scsctcscarusisasecestegavaveseeiaateavetvaneteapouaeeen 305 
EMAL OCS pccssessrspnumcuiendnnenbnienannntencalenions 306 
Binpire Buildin® sscinctssdaniessnissndiencesccieneciens 308 
ERASE SY susistes cssnevuphuvenkontnvsexdnsontenininvvedentoerienienraontehs 319 
Emipels, RTC CTIC I wees ctanieitowsiasreeueaSscinvniconmsiiss 321 
England's Treasure by Foreign Trade ........c00000004 321 
EMQCrtal IMD 5 cuviecertnsnneedatwnceneraienan 322 
PGR EIS CAINS sts ceckevcivoncieronsorcenerngetacaeinatatetcteamanietait, 326 
PEropean-Atrican TAGE jcc iaceiuaieonapsvsent 327 
Puropean-Asian [Ad 6 istecitssctestcnsiciontnanieal 328 
European Trade, Intracontinental ...............++ 331 
EGRO pean "LMI ssiscroscsrasevnccticavsisenesssesinsetonecretonts 332 
ER ChaT RS IRALGS scacacaisnsteinsdstensesveisscassomnetererennans 334 
Pxplotation anid Trade cise ircisidiniesecec, 335 
Epi PPT ANE pasissocessescsstacsihensnaccisagnctmenninns 346 
Fairs, International Trade .............cccccesseeeeeeeeee 348 
PSE UDOT gazes na sbasvansdnindedeoeasnsaevennaaae nba vaaaenb cease 353 


Festivals and Fairs, Medieval .............cccccceeeeees 354 
GU AUR SIN pzivscassnszsabendindsvlesnisaseuteaebaedemnesotastneviegert 356 
Pimaincial ISHAHONS sicsssacscaticrstieoweassatietsnernss 357 
TAN. & coves svvessiabeasnatosbine tn tamnendemuncanenbentaceaseursiuesineatidess 363 
PIOTeHeS (PCIZE ) ssc: cosas Syantesagoennencssensmence pants 364 
POOL aii) IGE} sevens tise Miata 365 
Ford Motor Company sesisisssmiarasiacssipiresessonenieoss 372 
FOPCI ST ANCL 5 cstacsieitascunaoin yn eddmiutewenint 374 
Frankincense and Myth sc.sssscssiswensescnravsnsoias 376 
Prarikhin; Bemjamint incinccinisctismsedametaes 377 
PESCATICK Is cussinctinasensniantorneyinnnanesnerrmconenrvenavnee 379 
PGS RACH acs. cesseinniwaisevashasniacteenananateenanteabisiatineets 380 
PRC SINAS OFT Y icceorusntersnconearotermormetaineumtetenabrsiobs 381 
PRCniCh EM Pit G taccnasiuadiacmingeniendonin 382 
Premch. Kevan. .sccsicsnccessticetetestatstmasbstneneseseaets 385 
I YOUIUL S jxsisstaieSesisincamitauanca chilicawndveeadeapniunianincsbaceesaindads 387 
PI ret etal -ccs.caccsrinepptaiceesacstotavanseebsereaneneenaaegses 388 
UU ss sisoneseiesay nn actaateeenta den easeeanteense traeceaeatccnmaaeins 389 
Gandhi, Mohandas ...........:cccccecsseeseceeceeceseeeaeees 391 
Coat amet any) EU say sesicecensescnaaneianecaanenehinaten 393 
KSOMISHONES syssiiricniecinctanmcenanamnianeiat 394 
General Agreement on Tariffs and Trade ....... 396 
General Hectic COMpPAaNy ssicitscccdesicsisncctiien 398 
General Theory of Employment, Interest, 

MI IVIONIEN,: TG sicateesssnceess ice conincannarnaaeenumny 399 
(GOIOR: ceiscatiesiontrtcsoasenat eadoapranies taaeaseromneeae 401 
Geriaiy BMPs: sassdeistnnasconustaienacnceinasicen 403 
CAINE sisussstsemsctedetnsgochoessuncenttanvnenbatveauecensertostscany 406 
CSIR ZA V ICS in iascasecvssansbisisvnibeneiacnonsatentecsnanineeens 409 
CASS ccxsenseusenioponseateacatinna peas decesceutt py taceaheudslecypmcens 410 
COD ANZ SUIOM séccnsccintishinsscasananetmsenemecnsion 410 
MONG ais seco Descneriateisceces Uncen onder catcae eb agcecasauboneateaek 419 
CoG: SPARE sctsssncnsrnesoinntaisancnsiakshameenenesonneinites 421 
KSOUIDS gs ccesressie cased paseig vei ceabnr eeciceasaa sented 422 
ASE GAD eis ves sensed dasa eovanbia tana oneoaeantnianae 425 
(areal DEpReSsION spices mitenauiereimncvinn 427 
Greater East Asia Co-prosperity 

DIMES acs acenickuctienciaenilaraeenlenibanenanducreenaasied’ 431 
HEI Cys OLAE CS ac isrscivercancnnreubeeneienconcnignnmabss 433 
Cranpzhoul (Camton) sccscissndcssaccavnsnnspiecensersnsndenes 434 
CSUATIG cot scassinicrvortetduescoteesesneeaeviugelabainesanestge coon 436 
CUnpOW GE! tcctinnacusicontoamditauctantn 437 
TTI, scosscnssncncedentonsnspotwessdeueoesicesdaavaseniptanccetebeaseceatst 440 
PiaR hey, RACHA risicsisistasmconatnsisinicnreeenaniocn 441 
ambure, Germany siicticcesccintenasianncuins, 441 
PA ARS CANO Lea SAG sc cncntasssesisedenscsensnneniantcanintnosenen 443 
APS DURES sccassscnivdacedaniietcanmaminadanationes 446 
FAT OES 2 staiisns reason nsecanminebemevieadnndainoncmaerannebnnt 448 
Plat LOAVES; JAM CS gj sicccscutissucseetipeccpeerccmenessiaes 452 
FIA WIEY-SEIOOE TAME sscsssnevnsscnpnntinrciepnesnsanstenemst 452 


eekschet, Bt Filip sccsecihcaraaesnanitanecameadindess 454 


CONTENTS vii 


Fellenishe Anchitectne sc. ccisccuciecunewtairdentiniens 455 
PLOY esicsansedasnssaevarnsein euvsesvseneaiavteiesiawinsntentasaoreneite 457 
entry the Navigalon icisinicaiincionnedieacnast 459 
RUA AS IR, iscnccscireriseotavsebemsanranaceusbstanietsartheandenanes 460 
TUTORS HIM PINS: sss cessscsassmsvensenmaseareienssenaminnet 463 
Piokvens tater Bim pine sciciscesinctsteticoictialatiannacs 464 
PION Y WOO ascttissiccharciihinciaencapeitnechionnbiaeateeaet 467 
PTOI TROMG cxcsfiest nvcciencenneserenasteiencetsinslediareaceteeds 469 
Finaniie), Years” WAR cassccitoxiasacceysneceneninntvevnsmivation 475 
MUN SAN FAAS -secaive snes ctvevtiusieptansienesthmeweaweemeemianneie 480 
PINS EATON yssceessscssinaccinosousssersnecansearsieathnetenseacsie 483 
Dire S10 es icciacstnraesensieapipcassncaasardsanvegasoeinteteass 491 
TAWA: sick avsein vce ssusstevhgntsibuk dob vgnraratbonwanniensnerun ues 499 
Pndentared SCrv antes siiccseiicteasccrssneiordarnuains 501 
Nmncbiaia CCAR TRAE yiccisssctcssdeusetasesiexepseiasencenters 503 
AACE 6 sesso ea tesa nega cation vmseaurdaaeeeiaeaieoraiaetnoloronnee 506 
Pants RAV EM sazacscinencasoesesteamescannienitacsitaletesenianionecne 507 
Hincuisteiall Reva Hai wcisisscssscvanacctsnicsesssveniscenantee 509 
DCE LIS ERTAUTSIML, ocs:scsesusinaseevionssacesmaveatetentiousiveseieuios 514 
DAREMA .cecesazsentahanhanowniectiaansas eres ivhenscsevasetbeasies 516 
INGUTANCE scccxesinianeniaiionimmawbcioeess BIZ 
Intellectual PROPOHEY sien assis vasenatecssiunettadtapnvens 521 
Internal Combustion BRgin vcisndsssncciscosssseceees 524 
International Monetary Fund ..........cceeeee 526 
International Trade Commission ............00000 528 
TAME OPIVSE sand ccbainevasent Souk spay onbsvhed Canonesbnoaemeanwnvansebos 530 
ITO; ccaoushenninne oem: 533 
From Wea Of Wares cssccsecntessctecoavecisetacspeaneniats 535 
DRT ARTO. oes hieciosssansesces mean ndgdes calecaisteancterenieetahateans 536 
TS alse llaL Ot Caste xaccsinccsssvsesssenestenesseshcteensntnyeorests Dar 
TSUAUAN oxiscwenstinessdesstn totenseanteansnewncanaatetaniadeassgeneastenrs 539 
TIDE Y apcusocpatentvessecxnrseat vane buvtenracneevarssietouncaetanteoeete 544 
IVOEY COASEOR AITICE cnssecssnccsrnesiewnateerentiseiens 545 
JAAS scscssdesseccsssvesatcdedeeatis teiaeat ar datse daatasteetetevceets 549 
JQWS Savest ca diss teatdeateievtevatiececiesteesdes aendabeteticaviedestess 550 
Joint-Stock Companies .cssccncacanccimcmnanen 551 
AAA ATSTI sess suessevesscevasseestaesesasanchasvsscdeoscdazasaecaesivues 553 
JMC ssscccseses tdessaseisidens sieaaoas eters ese eaniaecees cngseeede 555 
Keynes; Joli Maynard sicicncenrnictcadwaavinasiods 557 
I Riatin Meme NS sass coceseveisccnn iene encaew nines 558 
KRhiaZat! BM pite scsisccsiiessnesissiissncasicscsaravensantinrenist 559 
IS BWV Asa consis pesntennreeinanvnrmmaien tena teed aneapcargoaenes 559 
Raa RAY At sacccicstt vecriaiencs nie smeelaiecaunensnent 560 
MENS TRIM PIANS os auicctsnmsscinedesiatviancateteitconastaes 561 
Wet, ( CHASE) sieactaatsnnsinndetsnatetecsceictosicivetanastd tenes 564 
IASON :ssetieocstcescetvenieersaneetaeioned oennemeniome? 565 
PLAISSO Ze LAMPS vsis wasiesissenevactvescanevcnssntatanionnedtnesieursies 575 
TAWsdiscosia dosteastups avant thanhseninanbdusivied cansotsaneeteamemoaibonns 576 
WCRI suse dasesceasnctanrcuineas ascnseradiapoedenentnonestionties 584 
Lamn@at B SCHpP ty sissscssassaivernvecccenarantvdrorsibaveieadsacs 585 
TEN essipsst ncaa couarieenneedinieemnneaenes 586 


viii CONTENTS 


Last Goon ey Pre derielal vs cscisniscsstisconsseniasenahsonrnossns 587 
MEIVOSLOCK 325i 5. asks s2esisesdasbdiasaeedovie ei reectsiaeisateae! 588 
LUitES voile cece cece ccessesesssesssscssssseeesseeeseeees 591 
Volume 3 
Mara ....eeccceccccccccsssccssssscsssccssscssssesessseessseessseeas 592 
Ma pellan, Perdiinaiid ssiscaisaasnsesessteneisestsanssentvess 593 
IANA oo esvccccceacessesoxiecossacervievevsecesvicevesteteiseteunteracs 594 
Malthus, Thomas Robert ...........:ccccccsesseesseesees 595 
Matic, Dy Mast y sxx csssdctiscepsinnmsiccbentoaiotnmeiice 596 
UXGA > Wee 598 
Manila Gall Otis. cccsscccsecccsesessecessscecsescossssessentersses 600 
Market Revolution wo... cece cccesseeeseeeeseeees 601 
Manco laces aicyaccrcrmvnienicmencwdimens 604 
Marshall Plan wee. cccescesssesseeessseeeeseeees 607 
Marx, Karl sicccidicatvevesisesii esleiueectecnes eassavceesieedivesatye 609 
lay ct CANIN a iscsncnsnatsntncunntncaenteneebdovnecies 611 
AY, (<0 bt: 613 
Me diCt FAMILY sien ownictiencateratenayhainatemintcen 614 
MC Gi CUINE: ci ssscs cose zesvicessucdcduceivunesaesceduvceayvedexvsedeunee 616 
Mediterranean Sea ou... cccesecsssseseseeseseeees 620 
Me Valk Bice cise. cei cecsusevenitess wcchcceetsiacecdadeesuvevasuceusectieetes 622 
Mera ri tilisin ivsss.cec3.ccessce8sidecbseceesseeebaseeseieeasiieeeasss 623 
Merchant Guilds 0... ceccccceeceseseeseseeeseeees 631 
Mesopotamian Architecture ........cccceeeee 639 
Mesopotamian: RAG ac dcncssetieniciaentineacuans 641 
iS AL GOS: swcstsvinicoosvessusinsoncgetaacaeniestncetensasnctaess 643 
PT rainy FIAT ses coscsesinncscnesctresscennantvnseriniceees 647 
171 Fe no eo 651 
Mill, John Stuart ....... cece ecccesceseceeseeeceeeeeeeeeeeees 652 
Pet POG NASA ctccisssesccsu sactcceeestoncosieciandetarmeutany 653 
Minoan Civilization wo. ccccccecseesesssseeseeees 658 
MISSION AYIES ci citsccdot tecce Hie eee tcesenctonsecieeaes 659 
WOR ALIS IU sseccsicesossscvennivonrsatrmernsieennredvaboncanestiesnas 668 
MIOIASSOS sie seececsedchs.eisindecbseacdaseesunccapuceetvocbeeseuasies 669 
WOT Y -esancsinsstsnsacstunss tiwararnnchnnsissans cosadianbars tnannitans 670 
Moni) InVaSlOIns sca .ccthecsiesecvneneidiiind srveneans 674 
MO UO Mats esseccedicsiveccsieesseeessdsebeibessteeeesaceesdvvesie 676 
Dilip rial S116 5 /eshccainssv conus asessarantncenionsrnioreaoress 678 
Multinational Hinhet prise sccsccsccasieiscincssiccvinctess 682 
PIV CINAG  vnutrssin icnsncess teansmeinncccuntexensedeneacansacten ses 683 
TNaOlEOMIC WATS: cscnssssisetsesnecsneetinethonsiventnahesesiness 685 
AVIS STON cas saccsnicisadevonseannseasdzaarbareesbivanoiennierans 688 
lai matiOn Laws sistisesnscuscccitsedsntovecssuireencessssateines 692 
INGER G1 AIS feces leeds fecdsenessievtsaesesdicessuseessisensvactsares 694. 
We Imperialist s.iiricrenctianteienieuniannin 695 
ING REY Of seston en csies es tccssarceteseesvaceeseses dvstesssceesineeeses 696 
INGTOV CDA scesssiee csevecs sic csausd been cisesecdadecsunceaguceieesiasaes 699 
INOINMAGS vvseceissCoesiteS eee bisecessevtia Sestieeeesie ines: 701 


Nontariff Barriers ........cccccccccceccesecesseeseseesseees 703 
North American Free Trade 

ASTON CI ic cadetirrieesneten dade 704: 
NOV BOLO acstciscneesasseasetscencedosisweatealeamnlanmantoanneeseets 705 
INAS io sos 2c coh eesceces Aecaecctece ee setees eee: Ansa tecsessees ones 706 
CASES es siicoeiis dois n2sdesee ca ctateerens eesieudss sla eatanteaeees 708 
(1 re ene PP OR Pa 710 
OMICS ss. s5. cs overheard tavintcaliceondeaeeisbesteasetiaveetebaeicnteds 713 
DSI DOOT NGECS scisscaiserstensesatcnsndenagrariereninnenss: 715 
OPIN sescscasicinbeesnuncisstinistaana na tares aetna: 716 
OOMVAINS v5 sess cosicc sess densvasvscetesceceesscesseesauestaneseadess 718 
Pariatnia Camiall i ssccciscccessedvcsesecsecscssecetseczexsezvcdecevvs 722 
Papen ant) Pulp sccssciwaisccanttiiievcianeieverinbaciwaiians 724. 
| Eo G1 ec eee Pn PPE RPE 726 
Pesolotti, Francesco Balducel .cvccsvcssevessssscsntsnee 728 
PSP Pel scsxciamcherenceeereninenseaiinie 728 
PCrfUME o..eecceccccccccccsscecssecssssccsscessseccsseessseeesseens 730 
Persian Gullf ..cccccccccccccccccsscessscessssccsssessssessseens 732 
Peter the Great .occciccccccccccsccsscesssscsssseesssesseens 733 
| ES) 6 fs Reem ee Be era SRE OS aeRO nee Re eRe 734 
PHOCNICIA wee cccc cece scessscecsseccssesssseecsssceseeens 736 
Pi AUS cassia ponvansensded rome enteiaai vba eanebeaahiNie 740 
gic Gas eee oe te ee re 743 
POI CCA. 2s scsssleeesnccesseevevsavescteessetsesddecsncassveeertteess 744 
POLO ATCO ja cerescacesis tases taeasctere ens esceeseotaes as 745 
Poitiy: Ex press :ncvssceosvensscxsnsciecsontavvedenscteessivnrnceeone 747 
PO pull A MOM ways. icveancecineetnersitnadieoitastdrdvectnenclaiectons 749 
POR Pralll sssusssevessnavovssasavadienpevaaieatoonasenvnesiiecauvmiasense 750 
POtAtOES ...eeeeececcescscecssceceesececeessseeeseeeseeesseeseeeesees 753 
PORTE scotiensovsictesvnvotncnov ined eaesulanoouedisenioiseeomneielents 754 
Primi Press sessssessesccsnesevesnccnnensustieenssteivescusncinin 756 
POLES TATIUTISI c0seces Heicidsi ieee nha diedeec eee ee chen 758 
PURI: Wars ines.cc.sscesescesisdcxepsidecesivebdizcsudeiseeesiess 759 
Oa dane seis secssesiidieie Achassttavsiis eee ivide elas 761 
Ra annites: wisest eet eel aiieavinceeee 763 
Rae; JOR usd s.cisevseeantiiatiareanaineta reais: 764 
Ragusa, Republic of (Dubrovnik) ............000 765 
Raita Ses scecesvivesdiectsiuchss essed cesnce seidelsiavssiesessieease 767 
RECHT OCUY sxiss.c dace eircom teem 769 
REGiISEIDULON: :scccrssices sieves ceeds Bavscixessizvsdieeaiees 770 
Reformation. .o...ccccccccccccccccccsssecsssssesssesssssesseseess 771 
WR SUMP IA cascirtauresenotvachsseasoiuecauseaueauncedsaucossiaadecesiente 774 
REMAISSANCE ......ccccceeeeeseccesececcescscescsecesceeseeeseeensees 781 
REVONIH OMS viscscccsdecisiscoestecesstcsdstecsosucveitcevezesaeeeste 785 
Ricardo, David .......ccccccccsscesscesecesecesseesseesseesaeesaes 790 
1 RS = seo ec oP SO PE re 791 
Roman Catholic Church wii ccceeeeeeeee 792 
Rom ai EM Pite vedi iia cece rie ae emi, 794 


Roman Bape, Pall Of .icsciccdisensiacerssteesonivatiens 799 


Rothschild wc. cccescccsscessseeesssssssseeeseeees 800 
Royall Niger COMpaMny scsiienindcdarteicnmvcueaves 801 
1 RE 9 gee ere eR 803 
Russian Revolution .0........ccccccscceseceseceseceseeeeeees 805 
Saharan and Trans-Saharan Trade ...........0..00. 806 
aA seu stcrsistecsatcvstncstacesteat icine eleterectecaes 810 
CU PHIIEG sscsidasnsicsaraneassosiarstnvisateanctecceieninatevendaparncts 812 
SELVICCOCCLON vsitvseis Va. cciec nites Hes ae tt ee. 815 
Seven Years’ Wal ...cccccccccccccsscsssscssscsssssssssssesess 818 
Pe 1 2 0 ee eee eee 821 
DUP SS ccvsscavsnnisaenavancbsesshtanninavasvatsarnnsixevnranondvaracvnnatts 823 
DUMP WICCIS: sipssvccaisncinanchinsthaintvathannianicanechaventbansest 825 
ECU Y cia sahara tatcmoceatesazai rseanlonecumsiauitecobeciuecek 826 
SUR ops. coo stevvsuatvseidvinde eis neotenic ee ak Hse 827 
DUNK RO AGM s2525 Accs sv cbcdite eee eiveresioae eles 829 
GHIVEY oooceeecceccccseccssescsssccsssscessssccsssesessssssssesesaseees 830 
DINE NSA csucsseicancaleghaiseanecandondscancoatencauanaseaenes 833 
LEV GUY x iccsesnsce isnt ausabicnaisyas oni ceboniaaasanteunng evasion 834 
Slaves, Plantation ..........ccccccsseesseesseeeseeeseeeseeeseees 835 
Smith, Adam ......cccccceeseeeseceseceseceseceseceseseseeeseeeaaees 838 
SOCAN SIN: 2. 63ccces.c 35.5 sbs.ccesiees hacevieed aed evi eeesec uence 839 
DOME HAY FIN PIEE icivssscvsecavataseansesuntaccananviapnenatanes 841 
South Atviea &..isiciesseevecii ic tissictoeciv iseeieaeed 842 
SOUtH AMETICA 52.552 ccesescessacsesaceessctesssepussteesuatessedes 844 
SOUtHE ASE A Sia yeiivssceessdeseicesdiects cisiniceciaxieaouces 847 
SOVICE UNION asicsasiasiesscts es aessiesbcosse ees 849 
Soviet Union—African Trade Relations ............ 852 
OY CAINS saosccaiinantareesnctunen ctaciateaianvaneabeatecbatetianns 854 
CEWEK) e412) 11 etree eemeanr rreaerer etree nearer 856 
PRICE: ROUTC asrenccivacoinzeseitinrcinescaneorteiatl taantelanecann 858 
PINCES cixicenatninsincasancinandesatedessecndaainetsbnatennanaaniien: 860 
SHVijaya EMPIite siiesiiandt ait nanicanienin 861 
POE AUEL ET UNS: s2isnxs anceus voranrbaansborcinendensxeavenienaas cia 862 
SLCAMSII PY sitieriensittnelardieinisorccnacanwavadtannateats 863 
SCO oo cccs sees sncspssecesssseanedegsatevesborstosuntesssteeeesttae 865 
Suez Canal .ccceccccccccccssccsssccssssssssessssssssessssseees 866 
PUL LAD sxissixe sxsqotvnsesuncsnsacogtunsedeicrasicnsen sunenrneaneesbotakeenee 867 
ho en 869 
TANS GCKS soscitecchsiienncicarvietteraentedamintinnun 871 
Var ith: Batri Or. .2cesescessiecesvecsdswcdssdsss3edeesieersectessises 872 
WATUES s ccevcvicveiucdiercdhivvscivanevasscheseediz eels 875 
MBA esis acces usec ceey ated at sevuecseet’ chav slae eceuctevevossuctsseos tats 883 
TRCHHOIO BY cciana nanos denen 885 
MELEE AIDE, icici Oder shaticensioiaadnta muambicelnanane: 890 
TELS POG sssncsarsissecstsansivedsunrbbvaiensssasavennansatmansseanen 891 
MOT UR OLISI soe Pee Fated eeee erect seers erene cd ee ceeeateey 892 
TOUTS FMD TNS pai ssssiecansesdisanentientnd cnanestoniamnices 894 
VOXULES eccssce cove eesiidedbncaeeuecidavesieucedsistvevievssucdiswseioanke 896 
Timber/Sorochok uu...eeeecccccsseccsseesssessseeseceseeesens 899 


CONTENTS ix 


DANN ses seestaee sts vse te teeee Neat ceteeidiees es Dated yet ase 899 
ds) 212 el ee IRE MErUT PRC ma ete SeEm Onna oT arta eer enter 900 
Tonroisesinel a caiccncccacernsscrniensseecncenmenet 902 
TOUPISIN fo s38is eesti ae eee eee 903 
Teaco Cre amt AON si cenisinsvaiecisieasninceensoesbareeonaess 908 
TASS VV CG cs cacisra eee cses eatin eiecdanaea cemanteieaatetieewes 915 
TRATES cc carestersnestentcincceenioumeninceeeenns 916 
ThamiSacttOn: COsts xicisistecislescalsens tech vernon eacaiees 917 
Tratisportation and Trade sisccsisisstsvssiseassernesicenss 919 
ani 6 TRANS ey sencicessrressnceirdecnin tive easdusncnantense 923 
AMAT SLA ese isd a cysea toetisetes sibs viene dd Aevieeiclace vies a 924 
Volume 4 
L.S.-Japanese Trade Relations s.s.cccisssasasesssovvenne 927 
ited Nau GING xicc,cvcs ta vesieoveisuintanedonenaneiviowieiets 928 
MSIE LAL SE 5 ocsssncsicsrenvecervacsiens ec usnnnesenenteneeneodeibes 930 
VOT CO2:, east teissediss gsiveaeseteetiiid wien geies diss 935 
WHIRLING sess nosoptaceateadesadge ac tenckteulespoaaseatenssbasanceceedenes 938 
Wola) Bile Ani 4. sissa asoskcsasaneuciecsnadesatocseeadensiarentece 959 
WAP OE, USS cectse sath estsetacecthetaereoueeierreeienees 941 
WATT ARC vsscecmincenietacineee sence nee 943 
Wears £1 TEMA PING sjoc5 conde cicouseestpecteciaeclaieddguincctionss 953 
VY ANGI csacacstienciraneadanestedenactnadeewnnernes oe arakemeetneer 957 
WS NEI cs iaiccctverctieeichatoceinoteansianser@nerechotinddawcestencays 958 
WCAG snd sivntesnsncssabs crisanenessisanbecschupssensasensdentinn 960 
Weiphits-and Meas res isi ccisaccisiscncandessmedvasnntiees 962 
WHOSE PGI cect cesenies Scie costeuea ccionea onioauenneaneeuniaae 964 
WH Teal eS ct ccctasacivencosteweds tucdvaedvectaumpndiasnoee oexvaneryien 967 
WY CV EL i cusssneslnsavnsavesnensareencioanionva ses esesabanns 969 
VG cs oes ctisieatceinenee aaa eee 969 
WOMEN wisrsdiseediees tenshiensiiataecnenceesiinnian: 971 
VY GOL sense cave eiensesiopaansaiacemnscbaniecenss Gensaccneredeenteeniese 976 
VVC cases oeccvataevsaserad eres atiaapiewanesteacoscaeesecree 978 
WVOrI) Toate ca iunctcsnnscesrnceminseeaanedaconsapiareeierendaniened 980 
World Trade OreamiZatiom: sscssscissecisecevsccssieees 981 
WOT Wat Uo sscctiex sone aac oneinevaetavenanaiebaraadanteeme 982 
Wir Ware 1 ios wcesticose dient aserserahpn tesareettoitassceee 985 
Documents 
Code of Hammurabi (18th Century B.C.E.) .......c 993 
Pope Urban 11 Initiates the First Crusade 
(1095) suisse cicancdomaccannddiadadinnnbdinnecinn 995 
Papal Edicts on Usury (1330) ....cccscescsseeseseeseseeseseeeeee 996 
Pegolotti’s Merchant Handbook (c. 1340s) «0.0.0.0... 997 
Canon Law Concerning Usury Used to 
Break: Gontracts (1.369) cscscscsesasvs sexed sasvareeacGestssescasiases 1000 


Journal of the First Voyage of Columbus 
(1492) vsesiccessrzesitosrararrcter stienceseredsiranarenteentenmeiness 1001 


X CONTENTS 


Treaty of Tordesillas (1494) oo... ccc ceeeeeeneeeeeees 1003 
Tetzel’s Instructions on Selling 

Induleemces (1517) css sscississstessasssessscueseassvaachssesstsevessses 1007 
Charter to Sir Walter Raleigh (1584) we 1008 
British East India Company Charter (1600) .......... 1011 
Sir Edwin Sandys's Report from the Committee 

On. Free Trade: (1604) vcssiscscscssscssssssavscsehosessassoesssactoness 1012 
English Trade in Japan (1615) ......c cee ees 1015 
Dutch East India Company Charter (1621) ........... 1016 
Sir Thomas Culpepper’s Tract Against 

Usury (1621) isssitscissa catstistencivs tenenseitayeremamecee 1022 
Sir Thomas Roe’s Speech on the Decay of Trade 
(1641) ctnnaudsanandianinianndmnnitenia aiiectnins 1024 
On the Workings of an Exchange (1655)... 1027 
Excerpts from the Navigation Acts of 1660 

ANG1663 siswissiiiiin sui siianiunieadawrasiaens 1029 
Colbert on Mercantilism (1664) 00.0 1032 
Article X of the Treaty of Utrecht (1713)... 1032 
The Merchant Adventurers’ Views on 

Free Trade (1716) civezids.sassocelccssstecssscssststegeistecssdevevesecss 1033 
Treaty of Paris (1763) (Excerpts) ........ cesses 1035 
Sugar Act of 1764 (Excerpts) ......cccseeeeseeeeeeeeeeeees 1039 
Stamp Act of 1765 (Article 1) we eee 1043 
British: lea. Act Of 1773 sasss satesckiuitinuiinnsienns 1047 
The Wealth of Nations (1776) 0... 1049 
Malthus’s Essay on Population (1798) 

(EXCEL Pts) ccednninisnnaiinaniinncndia dada 1063 


President Jefferson’s Secret Message to 
Congress Regarding the Lewis & Clark 


EXPeGitlon (1803) sci scicescssssecestossiacssccsstesssssstaavsossigsa 1066 
Louisiana Purchase (1803)... eee cseeeeeeeeeeeeeee 1067 
Berlin Decree (1806) sss sisrassssssiccisansssnseicnas 1069 
An Act for the Abolition of the Slave Trade 

(1807): scitiicdincasincadimndaasadeasalcnsosineds: 1070 
Milan Decree (1807) sas iescecssiensssesovessveconstnadeonesotasocseese 1076 
Contract between the St. Louis Missouri Fur 
Company and Thomas James (1809) .........ceeeeee 1077 
Observations on the Effects of the Corn Laws 

(18I4) (EXCerpt) ss sessies sisscsis doses cassasaissasdarsinn ssseveigieresesse 1078 
David Ricardo and the Iron Law of Wages 

(OGM rropernrrent preety perce tee pence ren: erate per ere fear rcoree 1083 


Treaty of Nanjing (1842) o..... ee cseeeeseseeeneneeeeees 1084 


An Act for the More Effectual Suppression of the 


Slave Trade’ (11843) iiss. sascedesicsdstancees seek esievsnnscesdisstecsese 1087 
Friedrich Engels on Protective Tariffs or 
Free Trade System (1847) .......cscssscsssssesssessssrssnensseeses 1089 


Karl Marx's Speech to the Democratic Association 
of Brussels at Its Public Meeting 


(atrary 9, 1848) c.sccccssvesscetssststescstsssssosstesacsecobssavastedss 1090 
Manifesto of the Communist Party (1848) 

(ENCORE) ieitetei eb Ssteoh leecitace erste sci tehesastente acts 1097 
Royal Niger Company Contract (1886) ........0...... 1102 
Convention Respecting the Free Navigation 

of the Suez Maritime Canal (1888)... 1103 
First Open Door Note (1899) ......cc cscs eeeeees 1106 
Panama Canal Treaty Of 1903.0... cceeeeeeeeeeee eens 1107 
Federal Reserve Act (1913) (Excerpts) ........ce 1111 
Economic Consequences of the Peace (1919), 

Chapter 6: Europe after the Treaty ..........cee 1117 
Statute of Westminster (1931) oo. eee 1124 
Franklin D. Roosevelt and the 

Hawley-Smoot Tariff (1932) .....ccccseeees cee eeseseeeees 1126 


Herbert Hoover’s Response to 
Franklin D. Roosevelt Concerning 


the Hawley-Smoot Tariff (1932) oo... .eceeeeeeeees 1131 
Netutrality Act Of 1935 icicscsssctecscsshssessesessesieessaecetsnoeies 1135 
Nye Committee Report (1936) 0.0... eee 1138 
General Agreement on Tariffs and Trade 

(1947) (EXCer pts). . ass cscs dees cssosstesics era dceriecasteyeaes 1144 
Constitution of the French Community 

(VOD). sz avetas cocychzescrex tose ciesettisessesectetss secsocvsensscsetetaveees 1152 
ASEAN Declaration (1967) .......ccceceeesseseeeeeeeeeee 1156 
Panama Canal Treaty of 1977 (Excerpts) ..........004 1157 
President Reagan’s Speech to the British 

House of Commons (1982) .....c.cccecsesseseeseeseeeeee 1162 
Enterprise for the Americas Initiative (1990) ........ 1164 
Agreement Establishing the World Trade 
Organization (1995). .sccccccisscacssscsacieccccacsustvsesencateseees 1167 
Chronology of World Trade ..........cceeeseeeees 1175 
CSIOSEALY casdesssivinsscnsireniasienstencentencnnancdessaniatous 1179 
BIO ep NY oscdeh cesta cativeseatcatseteetateceduestetiadiaeeies 1183 
Geter al Mier. ssccnsccanaaueinideamcadssahaentce anne I-1 
Bro Reap iCal LACK aisseatcunccecnenecieentalvarchvclanianienss 1-45 
KSC OP TAP ICAL VINGEN vs wiscensvaeniccneininseacnustrnrsgvons I-53 


TOPIC FINDER 


Banking, Finance, and Currency 


Bardi House of Banking 

Coinage 

Cowries 

Dirhams 

Disputes and Arbitration, 
International 

Exchange Rates 

Financial Institutions 

Gold Standard 

Insurance 

International Monetary Fund 

Money 

Rothchilds 

World Bank 


Buildings and Structures 
Aswan High Dam 
Castles 
Crystal Palace 
Hellenistic Architecture 
Mesopotamian Architecture 


Business and Businessmen 
British East India Company 
Carnegie, Andrew 
Clive, Robert 
Corporations 
Ford Motor Company 
Fugger Family 
General Electric Company 
Joint-Stock Companies 
Medici Family 
Multinational Enterprise 
Pegolotti, Francesco Balducci 
Pochteca 
Polo, Marco 
Singer, Issac 


Cities 


Alexandria 

Amsterdam 

Athens, Ancient 

Batavia (Jakarta) 

Berenice (Berenike) 

Calcutta 

Calicut 

Cities 

Constantinople (Byzantium, 
Istanbul) 

Florence (Firenze) 

Genoa 

Guangzhou (Canton) 

Hamburg, Germany 

Hollywood 

Madras 

Manila 

Milan 

Mogadishu 

Nineveh 

Novgorod 

Petra 

Ragusa, Republic of (Dubrovnik) 

Shanghai 

Surat 

Venice 


Commodities 


Amber 
Cacao 
Chocolate 
Coffee 
Copper 
Corn 
Cotton 
Diamonds 
Drugs 
Fertilizer 
Flax 


xi 


Frankincense and Myrrh 


Fruits 
Fur 
Gemstones 
Glass 
Gold 
Grain 
Guano 
Gunpowder 
Hemp 
Indigo 
Iron 
Ivory 
Jade 

Jute 
Leather 
Linen 
Livestock 
Molasses 
Nuts 

Oil 
Olives 
Opium 
Paper and Pulp 
Pepper 
Perfume 
Potatoes 
Pottery 
Rice 

Rum 

Salt 

Silk 
Silver 
Soybeans 
Spices 
Steel 
Sugar 

Tea 
Textiles 
Tin 


xii TOPIC FINDER 


Tobacco 
Tortoiseshell 
Water 
Weapons 
Whales 
Wine 

Wood 

Wool 


Communication 
Alphabet, Aramaic 
Alphabet, Cyrillic 
Alphabet, Greek 
Alphabet, Latin 
Alphabet, Phoenician 
Communication 
Cuneiform 
Internet 
Linear B Script 
Pony Express 
Printing Press 
Telegraph 
Telephone 


Continents 
Africa 
South America 


Countries and Empires 
Abbasid Caliphate 
Argentina 
Assyrian Empire 
Aztecs 
Babylonian Empire 
Brazil 
British Empire 
Byzantine Empire 
Carolingian Empire 
China 
Chinese Dynasties 
Crete 
Cuba 
Cyprus 
Egypt 
Egypt, Ancient 
French Empire 


Garamantian Kingdom 


German Empires 
Ghana 
Ghaznavids 
Greek City-States 
Haiti 

Hapsburgs 


Hittite Empire 
Hohenstaufen Empire 
Khazar Empire 
Kilwa 

Kush (Cush) 

Mali 

Manchu Dynasty 
Mayan Civilization 
Melaka 

Ming Dynasty 
Minoan Civilization 
Mughal Empire 
Mycenae 
Netherlands 
Ottomans 

Portugal 

Roman Empire 
Sicily 

Songhay Empire 
Soviet Union 
Spanish Empire 
Srivijaya Empire 
Tunisia 

United States 


Economics and Economic 
Philosophy 


Comparative Advantage 

Economics, Classical 

Economic Consequences of the 
Peace 

England's Treasure by Foreign Trade 

General Theory of 
Employment, Interest 
and Money 

Iron Law of Wages 

Laissez-faire 

Reciprocity 

Redistribution 

Transaction Costs 


Economic Systems 


Capitalism 
Communism 
Socialism 


Economists 


Engels, Friedrich 
Heckscher, Eli Filip 
Keynes, John Maynard 
List, Georg Frederich 
Malthus, Thomas Robert 
Marx, Karl 


Mill, John Stuart 
Rae, John 
Ricardo, David 
Smith, Adam 


Events 
American Revolution 
Black Death 
Boxer Rebellion 
Cold War 
Colonization 
Columbian Exchange 
Discovery and Exploration 
French Revolution 
Great Depression 
Industrial Revolution 
Renaissance 
Roman Empire, Fall of 
Russian Revolution 


Explorers 
Columbus, Christopher 
Cook, Captain James 
Drake, Sir Francis 
Henry the Navigator 
Magellan, Ferdinand 


Inventions, Inventors, and 
Technology 
Arkwright, Richard 
Astrolabe 
Bell, Alexander Graham 
Compass 
Computers 
Cotton Gin 
Cross-Staff 
Edison, Thomas Alva 
Electricity 
Energy 
Hargreaves, James 
Internal Combustion Engine 
Irrigation 
Quadrant 
Steam Engine 
Technology 
Whitney, Eli 


Legislation and Treaties 
Combination Acts 
Continental System 
Corn Laws 
Embargoes 
North American Free Trade 

Agreement 


Medicine and Disease 


Cholera 
Disease 


Migrations 


Bantu Migrations 
Diasporas 
Immigration 
Migration, Human 


People 


Arabs 
Armenians 
Berbers 
Bolshevism 
Bourgeoisie 
Bugis 
Dutch 
Dyula 
Etruscans 
Goths 

Incas 

Jews 
Phoenicia 
Radanites 
Vikings 
Volga Bulgaria 


Politics 


Comintern 
Empire Building 
Extraterritoriality 
Foreign Aid 
Imperialism 

New Imperialism 
Open Door Notes 


Politicians and Leaders 


Alexander the Great 

Bush, George Herbert Walker 
Elizabeth I 

Franklin, Benjamin 

Frederick II 

Gandhi, Mohandas 

Isabella of Castile 

Khan, Genghis 

Peter the Great 


Regional Trade 


Atlantic Trade 

British-South American Trade 
Chinese-Japanese Trade 
European-African Trade 


European-Asian Trade 

European Trade, 
Intracontinental 

Hong Kong 

Indian Ocean Trade 

Saharan and Trans-Saharan 
Trade 

Soviet Union—African Trade 
Relations 

Triangle Trade 

U.S.-Japanese Trade Relations 


Regions 


Alsace and Lorraine 
Caribbean 

Central Africa 

East Asia 

Ivory Coast of Africa 
Persian Gulf 

South Africa 
Southeast Asia 

West Africa 


Religion 


Buddhism 
Christianity 
Confucius 
Hinduism 

Islam 
Missionaries 
Pilgrimages 
Protestantism 
Reformation 
Religion 

Roman Catholic Church 
Teutonic Knights 


Rivers, Straits, and Canals 


Amazon River 
Dardanelles 
Danube River 
Indus River 
Nile River 
Panama Canal 
Suez Canal 


Seas 


Aegean Sea 
Black Sea 
Mediterranean Sea 


Tariffs 


Hawley-Smoot Tariff 
Nontariff Barriers 


TOPIC FINDER xiii 


Tariff Barriers 
Tariffs 


Time Periods 


Baroque 

Dark Ages 

Hellenistic Architecture 
Middle Ages 


Trade 


Agora 

Department Stores 

Fairs, International Trade 
Festivals and Fairs, Medieval 
Free Trade 

Illegal Trade 

Marketplaces 

Tally-Sticks 
Timber/Sorochok 
Trademarks 


Trade Issues 


Advertising 
Agriculture 
Archaeology 

Art 

Barter 

Bioterrorism 

Bribery 
Cartography 
Climate 
Competition 
Consumerism 
Containment 
Copyrights 

Crop Rotation 
Entertainment 
Exploration and Trade 
Feudalism 

Financial Institutions 
Food and Diets 
Freemasonry 
Globalization 
Indentured Servants 
Industrialism 
Inflation 

Intellectual Property 
Labor 

Law 

Market Revolution 
Media 

Medicine 
Mercantilism 


Xiv TOPIC FINDER 


Mongol Invasions 
Monuments 
Nomads 

Oases 

Patents 

Piracy 

Population 
Revolutions 
Sculpture 

Service Sector 
Slavery 

Slaves, Plantation 
Terrorism 
Tourism 

Wealth 

Weights and Measures 
Women 


Trade Organizations 


Association of Southeast Asian 
Nations 

British Commonwealth 

Cartels 

Council for Mutual Economic 
Assistance 

Delian League 

European Union 

General Agreement on Tariffs 
and Trade 


Greater East Asia Co-prosperity 
Sphere 

Hanseatic League 

International Trade 
Commission 

Merchant Guilds 

Royal Niger Company 

Trade Organizations 

United Nations 

World Trade Organization 


Trade Routes 


Amber Routes 
Atlantic Trade 
Silk Road 
Spice Route 


Transportation 


Aircraft 
Animals 

Appian Way 
Automobiles 
Aviation 
Caravans 
Harbors 

Manila Galleons 
Navigation 
Navigation Laws 
Railroads 

Ships 


Shipwrecks 

Steamship 

Trade Winds 
Transportation and Trade 


Unions and Labor Movements 


American Federation of Labor— 
Congress of Industrial 
Organizations 

Luddites 


Warfare 


Anglo-Dutch Wars 
Crimean War 
Crusades 
Hundred Years’ War 
Knights Templars 
Marshall Plan 
Napoleonic Wars 
Punic Wars 

Seven Years’ War 
War of 1812 
Warfare 

Wars for Empire 
World War I 
World War II 


Writers 


Hakluyt, Richard 
Kipling, Rudyard 


LIST OF MAPS 


Amber Route, 500 B.C.E. ....cccscsssessssscssessessssseesseeees 31 
Transatlantic Trade, 1700 ..........cccccecseeseeeseeereeees 76 
Trade, Han Dynasty, Beginning of 

COMMIMON: Ei als ssc veieitetsdevaitvidiiventiccessederciezestes 167 
Eurasian Trade Routes, 1450 ........ ccc eeeeeeeeeeees 330 
Baropean, Union, 2004 iiscinceiniecianeaae 333 
Global Beonomiy, LOU0 sciscicicsscceiveesvoiwenctveviaety 412 
Great Depression, United States, 1933............ 430 
Indian Ocean Trade, 1450.........cccecccesceseeeneees 504 
Industrial Revolution, 

Minted Manis Gri, 1790 seissnicsssecnsmndysswenttinnarnnes 509 


XV 


European Trade, Middle Ages, 1300................ 644 
Mughal Empire and Early British India, 

TBOB ask eee seen tee te sativienereattreceeccatensie es 680 
Global Oil Trade, 2004 .......eeecececcsecsseeseesseeens 712 
Roman Bimpie, 100 Che asscesississsconsecussatonsstedessse 796 
Saharan Trade, 1000 C.B. 0... eceeseeeseeeseeereeeeees 808 
Silk Road; 1000 CBS sissiieiadttns tassiesswediieeliisesce 830 
African Overseas Slave Trade, 

[450-1850 oe ceccesccssecssecsescssecsssceseesseeesees 836 
Steamship Routes, LID cis, vscstncmassensweativesoness 864 


This page intentionally left blank 


Jerry Bentley 
University of Hawaii 


Alfred E. Eckes Jr. 
Ohio University 


Michael J. Alberts 
Jacksonville Baptist College 


Charles Allan 


East Tennessee State University 


John U. Anaba 
Mac-Africa Research Institute, 
Nigeria 


Robert R. Ansiaux 
University of Texas, Arlington 


Vincent J. Ansiaux 
Kern and Wooley LLP 


Edlyne E. Anugwuom 
University of Nigeria 


Albert Atkins 
Argosy University 


John Barnhill 
Independent Scholar 


Lilian A. Barria 
Eastern Illinois University 


Gabor Berczeli 
Kodolanyi University College, 
Hungary 


Editor 
Cynthia Clark Northrup 


University of Texas, Arlington 


Board of Advisers 


Patrick Manning 
Northeastern University 


Steven C. Topik 
University of California, Irvine 


Contributors 


Elizabeth Bishop 
University of Texas, Austin 


Kevin Alan Brook 
Independent Scholar 


Thomas A. Bruscino Jr. 
Ohio University, Athens 


Joseph P Byrne 
Belmont University 


Peter E. Carr 
Caribbean Historical and 
Genealogical Journal, Florida 


Elfi Cepni 
Dogus University, Turkey 


Michael J. Conner 
U.S. Army 


Marilyn Cottrell 
Brock University, Canada 


Nick Covelli 
Canadian International Trade 
Tribunal 


Sean Michael Cox 
University of Delaware 


XVii 


Spencer Tucker 
Virginia Military Institute 


Stephen G. Craft 
Embry-Riddle Aeronautical 
University 


Jefferson T. Dillman 
University of Texas, Tyler 


Robert W. Dimand 
Brock University, Canada 


Pavel Dolukhanov 
University of Newcastle upon 
Tyne, United Kingdom 


Mike Downs 
University of Texas, Arlington 


Paul Edson 
Embry-Riddle Aeronautical 
University 


Ali Ehsassi 
Ontario Ministry of Economic 
Development and Trade 


Lisa A. Ennis 
Georgia College and State 
University 


Ryan Matthew Evans 
University of Texas, Arlington 


Xvili CONTRIBUTORS 


Carolyn Falk 
University of Texas, Arlington 


Brooks Flippen 
Southeastern Oklahoma State 
University 


Mark Frezzo 
Florida Atlantic University 


W. Chad Futrell 
Cornell University 


Nadav Gablinger 
Freie Universitaet, Germany 


Tamar Gablinger 


Humboldt Universitaet, Germany 


Ioannis Georganas 
Independent Scholar 


Philippe R. Girard 
McNeese State University 


Eli Goldstein 
Bar-Ilan University, Israel 


Brian M. Gottesman 
Connolly Bove Lodge and Hutz 
LLP. Delaware 


Nicholas Grant 
University of Texas, Arlington 


David Gutelius 
Stanford University 


Arthur Holst 
Widener University 


Krystal Hopkins 
University of Texas, Arlington 


Charles F Howlett 
Independent Scholar 


M. Hasan Imam 
Brock University, Canada 


Sanchitha Jayaram 
Dewey Ballantine LLP, 
Washington, DC 


Fadhel Kaboub 
University of Missouri, 
Kansas City 


Kristin A. Karagas 
University of Texas, Arlington 


Robert Koehn 
Brock University, Canada 


Roman K. Kovalev 
College of New Jersey 


Esra LaGro 
Dogus University, Turkey 


Robert T. Leach 
Indiana Wesleyan University 


Robert Leeson 
Murdoch University, Australia 


James K. Libbey 
Embry-Riddle Aeronautical 
University 


Ronald T. Libby 
University of North Florida 


Jeannine Loftus 
Independent Scholar 


Fabio Lopez-Lazaro 
Independent Scholar 


J.E. Luebering 
University of Chicago 


Alistair Maeer 
University of Texas, Arlington 


Martin J. Manning 
U.S. Department of State 


Heather McKillop 
Louisiana State University 


Keith Miller 
Independent Scholar and Energy 
Consultant 


R. Scott Moore 


Indiana University of Pennsylvania 


Anup Mukherjee 
Independent Scholar 


Caryn E. Neumann 
Ohio State University 


Lisa Ossian 
Southwestern Community College, 
Iowa 


Viorel Panaite 
Bucharest University, Romania 


E. Wesley F. Peterson 
University of Nebraska, Lincoln 


Donald K. Pickens 
University of North Texas 


Samuel Pierce 
University of Texas, Arlington 


Danielle Poole 
University of Texas, Arlington 


Lucinda Hanks Presley 
Tyler Museum, Texas 


David Price 
Santa Fe Community College, 
Florida 


Ty M. Reese 
University of North Dakota 


Robert Rook 
Fort Hays State University 


Trifin J. Roule 

Senior Intelligence 
Analyst, Northrop 
Grumman Corporation 


Ann Saccomano 
Independent Scholar 


Brian Sandberg 
Medici Archive Project, Italy 


Margaret Sankey 
Minnesota State University, 
Moorhead 


Ulrike Schuerkens 
Ecole des Hautes Etudes en 
Sciences Sociales, France 


Cleve McD. Scott 
University of the West Indies, 
Cave Hill, Barbados 


Rajeev Sharma 
York University, Canada 


Heidi Sherman 
University of Minnesota 


Sayuri Guthrie-Shimizu 
Michigan State University 


Steven E. Siry 
Baldwin-Wallace College, 
Ohio 


Woodruff D. Smith 
University of Massachusetts, 
Boston 


Hannah M. Stanwick 
Brock University, Canada 


Mary Stockwell 
Lourdes College, Ohio 


Eva-Maria Stolberg 
University of Bonn, Germany 


Aissatou Sy-Wonyu 
Rouen University, France 


Tommy Tobiassen 
Independent Scholar 


Zdravka Todorova 
University of Missouri, 


Kansas City 


Silvia Torezani 


University of Western Australia 


David Trevino 
Donna Klein Jewish Academy, 
Florida 


Eugene S. Vansickle 
West Virginia University 


Jill Vossen 


University of Texas, Arlington 


James Waite 
Ohio University 


CONTRIBUTORS 


Tony Ward 
Brock University, Canada 


Leigh Whaley 
Acadia University, Canada 


Robert Whaples 
Wake Forest University 


Ralph Lee Woodward Jr. 
Tulane University 


Ronald Young 
Georgia Southern University, 
Statesboro 


Warren Young 
Bar Ilan University, Israel 


Mikhail S. Zeldovich 
Independent Scholar 


Guogiang Zheng 
Angelo State University 


xix 


This page intentionally left blank 


PREFACE 


The Encyclopedia of World Trade: From Ancient Times 
to the Present is designed as a reference tool for 
anyone wishing to learn more about the devel- 
opment of trade around the world throughout 
human history, and how trade is intertwined with 
the political and social issues of the period. The 
encyclopedia is arranged alphabetically and con- 
tains approximately 450 biographical, topical, and 
broader essay entries. Entries focus on specific 
countries, regions, or continents, as well as on 
trade organizations such as the Hanseatic League, 
the European Union, the North American Free 
Trade Agreement, the General Agreement on Tar- 
iffs and Trade, and the World Trade Organization. 
Biographical entries are included for individuals 
who have affected the development of commerce 
such as Christopher Columbus, Francesco 
Balducci Pegolotti, Marco Polo, and George 
Herbert Walker Bush. Important historical epi- 
sodes that have altered the course of trade such 
as the fall of the Roman empire, the Crusades, 
the Mongol invasions, the plague, and the 
Columbian exchange are examined. Also included 
are longer essays that explore the correlation of 
trade and topics such as religion, war, immigra- 
tion, exploration, communication, transportation, 
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and navigation, as well as many other issues. 
These essays cover the subject from ancient times 
to the present and explore the many dimensions 
of the topic. Finally, there are selected primary 
sources. Most of these documents date from the 
medieval period to the present, primarily because 
earlier documents are too fragmentary or no 
longer exist. 

Each topical entry contains cross-references de- 
signed to direct the reader to other related topics 
included in this reference work and a brief bibli- 
ography that leads to more thorough studies of 
each individual topic. A comprehensive bibliogra- 
phy with full citations is also included, along with 
general, biographical, and geographical indexes. 

The encyclopedia contains material that pro- 
vides detailed information on the people, events, 
and issues that shaped trade throughout the 
world. Although the materials are extensive, space 
limitations prohibit the comprehensive inclusion 
of every person or action connected to the pro- 
cess because such an effort would require many 
volumes. This four-volume set addresses the most 
prominent matters and presents a thorough, yet 
easy-to-understand, account of the importance of 
trade in world history. 
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INTRODUCTION 


From the dawn of civilization to modern times, 
the desire to purchase products from other re- 
gions of the world has led to increased interac- 
tion between different social and ethnic groups. 
In the process, individuals engaged in trade have 
developed the tools and skills necessary to con- 
duct commercial transactions including forms of 
communication, political structures, means of 
transportation, mediums of exchange, and ac- 
cepted practices that have become codified in 
laws. Consequently, this examination of the his- 
tory of trade includes interdisciplinary and cross- 
cultural studies that illustrate the dynamics 
linking human anthropology and the develop- 
ment of commerce. When trade has occurred be- 
tween peoples after their initial contact, historians 
have noted the syncretism and cultural borrow- 
ing that have transpired. Trade has operated as 
more than just an economic activity; it also shaped 
human relations and the history of humanity. 
Throughout the millennia, trade has expanded 
from a local to a regional to a global market. At 
first, individuals conducted trade among them- 
selves or with neighboring villages and towns. 
With the rise of empires in the Middle East, the 
purview of trade grew from a local to a regional 
basis. Local trade remained important, as luxury 
items from places farther away, such as silks, 
spices, perfumes, and jewelry, became available 
to the wealthy classes. As trade networks devel- 
oped and the volume of goods being shipped in- 
creased, everyday items—including olive oil from 
Greece and wheat from Egypt and then North 
Africa—were shipped from one region to another. 
The rise of mighty empires, such as that of 
Alexander the Great and the Romans, spread 
trade from the Atlantic Ocean to China. The de- 
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sire to find a water route from Europe to China 
led to the discovery of the New World and the 
transfer of items from Spanish America to the Old 
World in Europe began the process of globaliza- 
tion. Over the next 500 years, the pattern re- 
mained the same, although the volume of trade 
steadily rose. The abandonment of mercantilism 
and protective tariffs allowed further blossoming 
of trade. The ability to overcome the problems 
imposed by time and space through new com- 
munication and transportation technology has 
forever transformed trade relations. 

Trade and civilization are mutually depen- 
dent. All the great empires and cultures of the 
world have relied on trade to increase their power. 
Harbors and urban marketplaces allowed mer- 
chants to meet with customers and sell their 
goods. As trade became more lucrative, rulers 
used some of their tax revenues to provide pro- 
tection either on land or sea; in particular, navies 
developed in part to guard against pirates who 
raided merchant vessels. Harbors were developed 
and ships outfitted to discourage pirates and 
thieves from interfering with trade transactions. 

Along with trade came new ideas, technolo- 
gies, and forms of communication. For example, 
under the British, the use of the English language 
spread throughout the world from the sixteenth 
through the nineteenth centuries. New ideas, 
such as representative government, also spread 
to many countries that had formerly been part of 
the British empire, much as Roman law spread 
throughout western Europe during the Roman 
empire. The invention and improvement of the 
steam engine occurred in Great Britain where it 
was used in industry, while an American, Robert 
Fulton, applied the new technology to develop 
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the steamship. The west European and North 
American countries developed extensive trade 
networks on a global basis long since and con- 
tinue to exert power and influence throughout 
the world, while countries that engaged in less 
trade are more likely to experience poverty. 

Although trade is usually beneficial, it can ei- 
ther create or be adversely affected by warfare 
and unrest. Wars have usually upset the tradi- 
tional patterns of trade. The attacks of the Sea 
Peoples disrupted trade of the Hittites, Phoenic- 
ians, Mycenae, and Egyptians. The attacks of the 
Germanic tribes on Rome led to the fall of the 
Western Roman empire and the end of most trade 
across Europe for a thousand years. The Mongol 
invasion spread the Black Death and reduced 
trade again during the thirteenth century. Dur- 
ing the Napoleonic Wars, France and England 
ordered blockades on each other’s territory in an 
effort to prevent neutral countries, like the United 
States, from trading with the enemy. The initial 
U.S. response was to impose an embargo and then 
to trade with whichever country would promise 
to respect its neutrality. When Napoléon 
Bonaparte accepted that offer, the United States 
declared war on Great Britain, thus beginning the 
War of 1812. During World War I, merchant ships 
became the target of German submarines. Only 
by using the convoy system, coupled with sonar 
and depth charges, could goods from the United 
States reach Europe. 

Another principal way in which trade can be 
disrupted is through the erection of trade barriers 
—the most common one being the tariff. Designed 
to protect domestic industry, industrializing coun- 
tries, such as the United States and Germany, 
raised duty rates during the nineteenth century. 
The high rates prevented Great Britain from sell- 
ing many of its manufactured items in these two 
countries, which had traditionally purchased 
goods from it. After World War I, when the three 
major empires of Europe were divided into twelve 


different countries, they employed such tariffs. 
These tariffs, combined with the overproduction 
of products around the world, forced the United 
States to raise its tariff rates again in 1930. Many 
scholars blame these increased rates, and their 
subsequent effect on disrupting trade, for the se- 
verity of the Great Depression. 

Although trade can be affected by both tariff 
and nontariff barriers imposed by one country or 
another, the threat that is the most disruptive in 
the current environment is terrorism, used by 
nonstate actors, usually with an agenda that goes 
beyond an economic motivation. It was no coinci- 
dence that the target of the terrorists on Septem- 
ber 11, 2001, was the World Trade Center, which 
stood as a symbol not only of the United States in 
particular but of the modern global economy in 
general. Disrupting trade has been just one of the 
tactics used by terrorists as part of their strategy 
to foment chaos and turmoil. The resultant insta- 
bility is bad for all kinds of business, not limited to 
tourism, which is a mainstay of many of the areas 
targeted by terrorists, such as Israel and Bali in 
Indonesia. The use of airplanes as missiles severely 
hurt the airline industry. The service sector was 
particularly hard hit, especially indirectly, as the 
general level of fear reduced confidence and had 
a ripple effect on business generally. 

Disruptions notwithstanding, trade will re- 
main a basic human activity. Food and other nec- 
essary goods will remain the foundation of world 
trade, but the rapid development of technology 
has led to the exchange of more sophisticated 
products. Communication and transportation 
revolutions have served as catalysts that stimu- 
late and facilitate increased trade. The globaliza- 
tion of trade since the fifteenth century has linked 
world economies. Trade relations have also af- 
fected the formation or stability of governments, 
social issues, and cultural developments. World 
trade plays a vital role in the interactions of all 


people. 
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A 


ABBASID CALIPHATE 
(750-1258) 


An Islamic empire centered in Baghdad that 
represented a high point of commerce, politi- 
cal order, and culture in Islamic history. 


At its height in the late eighth century c.£., the 
Abbasid caliphate claimed political authority over 
an area stretching from the Nile to the Oxus River. 
Its commercial influence, however, extended far 
beyond its political boundaries and made a last- 
ing impact on world history. 

The Abbasid state’s growth, cosmopolitanism, 
and eventual commercial power came in great 
part from the tolerant attitude of the caliphate’s 
founders toward non-Sunni, non-Arab Muslim, 
and non-Muslim subjects. Unlike the Umayyad 
caliphate they overthrew, the early Abbasid ca- 
liphs emphasized membership in the wider com- 
munity of believers rather than Arab ethnic 
identity, and indeed relied on a broad coalition 
to defeat the Umayyads in 750. The territorial 
reach of the early Abbasids expanded rapidly as 
a result of trade and conversion rather than armed 
conflict. 

The early Abbasid caliphs mixed Persian po- 
litical theory with Islamic principles to govern 
their sprawling empire, ultimately adopting a 
laissez-faire approach to governance. From his 
Baghdad capital, the caliph appointed a vizier 
who ran the day-to-day affairs of the government. 
The vizier, in turn, appointed provincial gover- 
nors who administered policies and collected 
taxes. They also appointed qadis (judges), who 
interpreted law according to Islamic principles, 
and ulama (religious scholars), who helped for- 
mulate public policy that followed Islamic norms. 
In addition, the Abbasids implemented an exten- 


sive bureaucracy that oversaw finance and bank- 
ing, irrigation, public safety and defense, courier 
services, and transportation. 

The growing standardization of administra- 
tion throughout the Abbasid caliphate brought 
important demographic and agricultural changes 
that led to increasing commercial exchange both 
within the empire and between the empire and 
outsiders. As security increased, people could 
travel more freely, whether between local mar- 
kets or for long-distance trade, and there appears 
to have been an important series of migrations 
during Abbasid rule. Furthermore, agricultural 
and other innovations traveled from the eastern 
reaches of the empire to the west. The cultivation 
of new, heat-resistant plants and the use of new 
cropping techniques not only improved the diets 
of people throughout the empire but also led to 
important increases in agricultural productivity, 
surpluses, and commerce that in turn brought 
greater tax revenues. Paper, meanwhile, replaced 
papyrus as the medium for written communica- 
tion, a change that helped facilitate manuscript 
production and literacy in the West. 

Abbasid governors and caliphs spent their 
growing tax revenues on a wide variety of 
projects, from the ostentatious to the mundane. 
Harun al-Rashid al-Abbas (r. 786-809), the fifth 
Abbasid caliph, sent a series of elaborate presents 
—including an elephant—to Charlemagne, the 
ruler of the Carolingian kingdom in Europe. He 
also spent lavishly on writers, philosophers, and 
scientists, building a highly educated corps of 
public intellectuals in Baghdad that had a pro- 
found influence on Islamic thought and culture. 

Government spending throughout much of the 
Abbasid period focused on security and stability. 
While the early caliphs became famous for spend- 
ing fortunes on charities, the government's focus 
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remained on promoting justice, maintaining in- 
ternal security, defending its outlying borders, 
and creating institutions that facilitated trade. 
They standardized banking and finance by estab- 
lishing a state bank with provincial branches. At 
these branches, entrepreneurs could secure loans 
and exchange foreign currency. Traders could also 
cash bills of exchange known as sakk (from which 
the English “check” derives) in Bukhara drawn 
on funds from Baghdad, eliminating the need for 
merchants to risk carrying cash. The Abbasids also 
created a common coinage throughout the realm. 
These changes first lowered the costs of doing 
business in local and regional markets. But the 
surging reach of the state and the stability that it 
provided quickly made long-distance trade not 
just possible but extremely profitable as well. 

As long-distance trade grew, so, too, did the 
institutions supporting it. Investment patterns, for 
example, shifted from mostly land based in the late 
eighth century to a variety of commercial applica- 
tions, including ships, horses, and shops in the 
ninth century. A private express courier service 
augmented the official Abbasid courier system. 
Partnerships became increasingly complex and far 
flung, including both Muslim and non-Muslim 
partners in relationships that spanned continents. 

Changing consumption patterns and con- 
sumer demand helped shape the broader move- 
ment of goods, and the caliph and his immediate 
entourage remained the most important group 
of consumers in the realm. Not only did the fash- 
ions and styles from Baghdad influence demand 
among well-to-do subjects in the provinces, but 
Baghdad also attracted the most talented men and 
encouraged them to return to the provinces to 
make their fortunes. So many returned that they 
gradually replaced the Arab warrior caste, which 
had been a fixture of Islamic polities until the late 
eighth century. 

Civil war between Harun al-Rashid’s sons af- 
ter his death in 809 led to the gradual fracturing 
of the empire. Growing unrest in the provinces 
forced the caliphs who followed al-Rashid to grant 
generous concessions, including tax-farming 
rights, to maintain a semblance of loyalty to the 
central Abbasid government. It also brought a 
new group of Turkish mercenary soldiers increas- 
ing influence in the Abbasid government. 


After the mid-tenth-century takeover of the 
caliphate by the Persian Buya clan, the institution 
of the caliphate became little more than a sym- 
bolic head for Sunni Islam, which lent legitimacy 
to, but no longer governed, a series of mostly au- 
tonomous polities. During this period, however, 
Turks continued their rise to power both in the 
provinces and in the capital at Baghdad. This cul- 
minated in a successful Seljukid revolt in 1055, in 
which the Turks inherited a decrepit and waning 
empire. Trade continued to grow throughout this 
troubled period, as the profits from both long-dis- 
tance and local trade continued to outweigh risks 
and as regional rulers continued to intercede to 
keep their economies prosperous. Little changed 
for most Abbasid subjects even in the immediate 
aftermath of the final Mongol capture of Baghdad 
in 1258, which swept away what was by then only 
the shadow of the former Abbasid caliphate’s 
power and splendor. 


David Gutelius 


See also: Mongol Invasions. 
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ADVERTISING 


An important aspect of business activity that 
focuses on promotion of a product or service. 


According to Philip Kotler and Gary Armstrong 
in Principles of Marketing, advertising in the field 
of business means “any paid form of non-personal 
presentation and promotion of ideas, goods, or 
services by an identified sponsor.” Besides com- 
panies seeking to increase their sales and profits, 
nonprofit organizations, nongovernment organi- 
zations, welfare associations, charity organiza- 
tions, political parties, and many other such 
groups also use advertising. 


ADVERTISING 3 


Technological innovation and the spread of popular periodicals gave rise to illustrated advertising in late nineteenth-century America, as in 
this 1885 advertisement for Mrs. Winslow’s Soothing Syrup. (Courtesy of the National Library of Medicine) 


OBJECTIVE OF ADVERTISING 


The objective of advertising is to inform, to per- 
suade, and to remind. Through such processes, it 
aims to promote the products and services for sale. 
Advertising allows people to become familiar with 
new products. It gives people the opportunity to 
choose by informing and helping them to make 
decisions through highlighting the various as- 
pects of the product or service. For the company, 
it provides an outlet to promote products or ser- 
vices to a wider audience. It increases the com- 
petitive spirit in the market among the producers 
of similar products. Through this process, the 
main objective of the company is to influence the 
decision of the consumer or to induce him or her 
to try out the company’s product and to trans- 
late the attention of the consumer into a sale. 
Advertising is important in the issue of percep- 
tion. In marketing, first comes perception; then 
comes the quality of the product. If people perceive 
a product to be better, it will sell, even if a competi- 


tive product is technically superior. In the long run, 
however, quality will prevail. Thus initially a com- 
pany with a good advertising plan might be suc- 
cessful in selling its product; but if this product 
proves to be of inferior quality, the company will 
not be able to induce its customers to purchase the 
product a second time. Advertising attracts the cus- 
tomer to purchase the product initially, but after 
the first sale the product speaks for itself. 

Advertising employed by companies often aims 
to convince the buyer that the product is worth- 
while. This usually happens in the case of prod- 
ucts with a high price. When someone buys costly 
products, postpurchase dissatisfaction often results. 
Advertising addresses this aspect of consumer be- 
havior and aims to reassure customers that what 
they are buying is worth the extra expense. 


EARLY FORMS OF ADVERTISING 


The tools employed in advertising include print 
advertisements, audiovisual broadcasts in differ- 
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ent media (radio and television), billboards, pam- 
phlets, pullouts in magazines and newspapers, 
road shows, electronic media such as the Internet 
and e-mail, songs—and any other method avail- 
able that can reach the target consumer base. 

Advertising is as old as human civilization and 
is an inseparable aspect of business activity. It forms 
the core of the marketing function. Archaeologists 
have found indications of announcements of 
events and offers in the Mediterranean Sea region. 
Romans used to paint walls to announce gladiator 
fights. The earliest use of advertising for political 
purposes is found in a Pompeii wall painting that 
praises a politician and solicits votes. 

Early forms of advertising were informative 
in nature, for example, announcing an event or 
an item for sale. Space and cost factors limited 
advertising to brief announcements painted on 
the side of a building or a sign over the door of an 
establishment. Handbills might have been distrib- 
uted, but this was rare before the invention of the 
printing press because it was cost prohibitive. 
More commonly, an announcement would be 
posted in an area for many people to read. 

The first real change in advertising since an- 
cient times occurred after Johannes Gutenberg pio- 
neered the use of the movable type printing press. 
At first the presses in Germany were used to spread 
news of Martin Luther’s “95 Theses” and events 
surrounding the Reformation. Although Bibles 
remained high on the list of items printed, mer- 
chants and businessmen began increasingly to 
print handbills to encourage people to buy their 
products. Founders of the London Company of 
Virginia advertised for investors and adventurers 
by distributing handbills through London. During 
the 1828 presidential campaign of John Quincy 
Adams and Andrew Jackson, supporters of Adams 
used handbills to illustrate how many men Jack- 
son had killed. The “Coffin Handbill” contained 
row after row of black coffins, with each one rep- 
resenting one of his victims in visual terms. 

During colonial times, newspapers in Europe 
and North America offered the opportunity for 
businesses to reach an even larger audience than 
that afforded by the distribution of handbills. The 
high cost of printing and typesetting forced edi- 
tors to accept advertising that would be set once 
and then used in the paper for the next year. The 


repetitive nature of the ads required the use of 
basic information instead of enticements such as 
announcing a sale. Readers often skimmed over 
ads that they had seen many times before, with- 
out really thinking about the product. 

The invention of the rotary press in 1846 re- 
duced the cost of printing and therefore of news- 
papers. As society shifted from a barter economy 
to amarket economy, the United States promoted 
public education so that when the children en- 
tered the workforce they would have the requi- 
site skills to read and sign contracts or other 
business and legal documents. The increase in 
literacy, combined with the reduced cost of print- 
ing, resulted in wider circulation of newspapers. 
Editors expanded the number of pages for each 
edition as well as the amount of space offered 
for advertising. At the same time, most editors 
required that ads be changed frequently, with 
some initiating a policy of daily changes. Read- 
ers would be drawn to the ads to find out what 
merchants had to offer and whether merchants 
were offering any price discounts. Ads became 
less informational and more persuasive. In addi- 
tion to words, most ads contained some kind of 
illustration of the product or a logo that associ- 
ated the product with a particular manufacturer 
or general store. The idea was to attract custom- 
ers to a particular establishment that sold other 
goods as well. Since subscribers within a defined 
geographic area read papers printed close to 
home, the ads helped generate local trade. Busi- 
nesses continued to advertise since it was effec- 
tive. By the beginning of the twentieth century, 
newspapers earned one-third of their revenue 
from advertising. 

The art of advertising changed dramatically 
during and after World War I. In the United States, 
the government issued war bonds to finance the 
war. Salespeople were hired to sell the bonds, and 
their job was made easier by the use of advertis- 
ing. Patriotic themes played on the emotions of 
the American people. To be a true American, one 
had to contribute financially to the war effort. 
Women were encouraged to purchase war stamps 
by the use of posters that depicted a Joan of Arc 
clad in armor and the saying “Women of American 
save your country—Buy War Savings Stamps.” 
Salespeople learned from the effectiveness of this 


type of advertising and used the same technique 
after the war to entice people to purchase spe- 
cific consumer goods and to promote other causes. 
Admen focused on the insecurities of the con- 
sumer. For instance, to avoid bad breath the cus- 
tomer should use Listerine. The same type of 
advertising has continued in use to the present. 
Women’s magazines promote certain fashions 
and looks. The magazines are full of ads for 
makeup, diet pills, and other products that will 
help the “ordinary” woman look like the models 
on the cover. The same thing applies to men. Au- 
tomobile magazines feature articles and pictures 
of fast cars, and beside the vehicle is a young, 
scantily clad female. The idea is to associate the 
ownership of the vehicle with the ability of the 
owner to attract women. By focusing on the inse- 
curities or wants of the consumer, the advertisers 
increase their chances of selling more products. 
The sale of cigarettes relied on this form of adver- 
tising. The “Marlboro Man” was the tough cow- 
boy type. Most advertising of cigarettes failed to 
capitalize on the female market until the intro- 
duction of Virginia Slims, which associated smok- 
ing cigarettes with thin, attractive women. Even 
before the federal government prohibited the 
advertising of cigarettes on television and radio, 
tobacco companies began sponsoring racing and 
other sporting events to put their names before 
the public. The Winston Cup and the Virginia 
Slims Tournament are two such examples. 

In addition to selling goods using print me- 
diums, beginning in the 1920s advertisers also 
grasped the potential of advertising on the radio. 
Instead of promoting a product through sales 
pitches, manufacturers would sponsor shows. 
During the course of the program, the name of 
the advertiser would be mentioned many times. 
The repeated mentions of the company’s name 
or product established name and brand recogni- 
tion and increased sales. Even after the introduc- 
tion of television, that type of advertising 
continued, with products like Boraxo and 20 Mule 
Team Borax sponsoring shows like Death Valley 
Days. 

As the number of households with televi- 
sions increased in the 1960s and 1970s, advertis- 
ing spots were sold based on the length of the 
ad, usually thirty seconds to one minute, and 
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the number of viewers based on television rat- 
ings. Even public television stations, which have 
not traditionally sold advertising spots, have re- 
lied on sponsors such as nonprofit organizations. 
Television allowed companies to market their 
goods or services nationwide, far beyond the 
local audience a company could reach with 
newspaper ads. 

Television advertising reached new levels 
with the use of famous people to promote a 
product. Sports personalities such as Muham- 
mad Ali, Joe Namath, Magic Johnson, and 
Michael Jordan promoted goods ranging from 
tennis shoes to pantyhose. The strategy of asso- 
ciating sports figures with name-brand products 
proved so successful that soon manufacturers 
turned to celebrities outside sports, such as en- 
tertainer Michael Jackson. Movie and television 
stars capitalized on their ability to generate sales 
by promoting their own product lines, usually 
clothing. 

The formula for increasing sales worked so 
well that advertisers competed for prime time and 
special events audiences. Sporting events such as 
the Super Bowl have become known for the in- 
novative ads broadcast throughout the program. 
Some viewers who would never sit down to 
watch the championship game will watch just to 
see the commercials. In the days that follow, view- 
ers often discuss the commercials more than the 
game itself. In that respect, the advertisers who 
have created commercials that stand out are able 
to promote the product well past the original 
thirty seconds or minute of airtime. 

One of the most important objectives of ad- 
vertisers is to create a memorable impression. 
Songs or jingles have proved effective in this re- 
gard. Slogans such as “Winston tastes good like a 
cigarette should,” “Coca-Cola, It’s the Real Thing,” 
“Plop, Plop, Fizz, Fizz, Oh what a relief it is,” and 
“Sometimes you feel like a nut, sometimes you 
don’t” are jingles that viewers retain subcon- 
sciously. The effectiveness of these ad campaigns 
can be judged by how many people begin sing- 
ing the jingle for no particular reason. 

Although the number of radio and television 
ads remained limited by the amount of time of- 
fered by the stations, the introduction of the 
Internet helped advertisers find a new way of 
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marketing on a global basis. Banner ads were the 
first form of advertising marketed on the World 
Wide Web. More effective forms of advertising 
were soon developed. Pop-up and pop-under ads 
grabbed the attention of the Internet user but of- 
ten created frustration. However, pop-up ads ac- 
counted for 8 percent of online sales by the 
beginning of 2003. Since then, the pop-up ads di- 
minished in their effectiveness as online service 
providers offered their customers the ability to 
avoid these ads. Advertisers have continued to 
adapt to the changing circumstances through the 
introduction of media-rich ads that appear while 
pages are downloading. Using both audio and 
video streaming, these ads are short in duration 
(fifteen to thirty seconds in length) and function 
much like television ads. However, in response 
to customer feedback, service providers have al- 
ready pursued measures that will eliminate these 
forms of ads in the future. 

Advertising has been used in a variety of me- 
dia to persuade people to purchase a product or 
support an organization. Advertisers were able 
to sell more and more products with each new 
technological innovation that expanded the num- 
ber of persons reached. Moving from local mar- 
kets, where customers read signs, handbills, and 
newspapers, to national audiences reached by 
magazines, radio, and television, advertisers have 
continued to operate effectively and thereby in- 
crease trade in the local, regional, or national 
markets. Every new communications technology 
offers new opportunity for marketers to reach 
customers. Advertising continues to function as 
an important part of trade. 


Anup Mukherjee and Cynthia Clark Northrup 


See also: Internet; Media. 
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AEGEAN SEA 


Part of the Mediterranean Sea between Greece 
on the west and Asia Minor on the east origi- 
nally known as the Archipelago, a term that is 
now used for a series of any islands. 


The Aegean Sea is bounded on the north by the 
European part of Turkey and connects the Medi- 
terranean Sea with the Sea of Marmora and from 
there to the Black Sea through the straits of 
Dardanelles and Bosphorus. The main islands in 
the Aegean are Thasos in the north off Macedonia; 
Samothrace in the Gulf of Saros; Euboea along 
the eastern coast of Greece and the largest of the 
islands; the Northern Sporades, including Sciathos, 
Skopelos, and Halonesos, which extend from the 
southernmost part of the Thessalian coast; Skyros 
just to the northeast of Euboea; Lesbos, Chios, 
Samos and Ikaria, Cos, and Calymnos just off Asia 
Minor; and the other islands of the Sporades; as 
well as the Cyclades, which include Andros, 
Tinos, Naxos, and Paros. Most of the Aegean is- 
lands are actually prolongations of promontories 
of the mainland. The islands form two chains 
across the sea from Greece to Asia Minor, and 
many are in sight of other islands. The islands 
have fertile valleys that produce an abundance 
of agricultural items such as wheat, wine, mastic, 
figs, raisins, wax, honey, cotton, silk, and oil, as 
well as marine products such as coral, sponges, 
and fish. 

Seafaring people arrived in the region of the 
Aegean Sea as early as 10,000 8.c.£., but most evi- 
dence points to 3000 B.c.z. as the beginning of ac- 
tive trade and development. The proximity of the 
islands facilitated sailing with simple technology. 
Aegean sailors sailed among the islands and 
slowly ventured farther and farther away from 
their homes. A major eruption of the Thera vol- 
cano in the second century B.c.£. resulted in the 
decline of the Minoan civilization and the rise of 
Mycenae. There is a wealth of archaeological evi- 
dence indicating that after the Trojan War Aegean 
sailors ventured into areas such as southern Italy, 
Sicily, Nice, and Marseilles. The expansion of trade 
coincided with the rise of Athens as a great city- 
state. The Aegean islands benefited from this trade 
because of their location. 
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The Aegean Sea in the eastern Mediterranean has been a center of trade from ancient times to the present. This sixteenth-century map by 
Venetian cartographers Gian Battista Ramusio and Francesco Grisellini highlights the importance of the sea to that Renaissance kingdom’s 


economic well-being. (The Art Archive/Doges’ Palace Venice/Dagli Orti) 


After the rise of the Roman empire, the islands 
took on added significance, especially after the es- 
tablishment of the eastern capital at Constan- 
tinople. The Romans routinely imported wheat 
from Egypt to feed their population, and the ships 
had to pass through the Aegean to reach the im- 
perial city. After the destruction of the Byzantine 
empire in 1453, the city-states of Venice and Genoa 
dominated the Aegean, and the traditional role of 
Aegean sailors and merchants was controlled by 
these new maritime powers. To survive, many 
Aegean sailors began smuggling goods or engag- 
ing in piracy. 

Between 1453 and the mid-1600s, the Aegean 
people endured Italian rule until the Ottoman 
empire conquered the region. By the eighteenth 
century, many of the European states had come 


to appreciate the strategic location and impor- 
tance of the islands. The British, Dutch, French, 
Turks, Russians, and Venetians attempted to gain 
the support of the local population by offering 
employment to the sailors, who were some of the 
best seamen in Europe. During the French Revo- 
lution, the Aegean sailors took over traditional 
French marine routes to Spain, carrying bulk pro- 
duce such as grain across the Mediterranean. By 
1804, these sailors had journeyed across the At- 
lantic and established trade in South America, this 
time exchanging wine for animal hides. During 
the Napoleonic Wars (especially from 1804 to 
1814), the profits from trade allowed the Aegeans 
to build many new ships. The Greeks relied on 
the skill of Aegean sailors in 1828, when Greece 
declared its independence from the Ottoman 
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empire. After the Battle of Navarino, with the as- 
sistance of Great Britain and France, the Greeks 
and the central Aegean islands won their inde- 
pendence. By the mid-1850s, the Greeks had 
turned to the use of steamships to modernize their 
fleet. The Hellenic Steam Navigation Company 
was formed and gradually replaced the sail ves- 
sels. The islands became the center of warehouses, 
brokerage offices, banks, shipyards, and insurance 
companies that specialized in marine insurance. 
The focus on merchant trade continued through- 
out the nineteenth and twentieth centuries. 
Aside from merchant trade, the Aegean islands 
attract thousands of visitors annually. Cruise ships 
travel from one island to the next or offer several 
stops on a voyage from Greece to Turkey. The geo- 
graphic formation of the Aegean islands provides 
a picturesque scene, and the weather is mild year 


round. 
Cynthia Clark Northrup 


See also: Minoan Civilization; Mycenae. 
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AFRICA 


Earth’s second-largest continent located be- 
tween 40° North and 35° South latitude and 
between 18° West and 50° East longitude. 


GEOGRAPHIC AND 
DEMOGRAPHIC PROFILE 


There are some forty-seven independent countries 
on the continent itself and one disputed territory 
(Western Sahara). In addition, seven island states, 
including Madagascar, the fourth-largest island in 
the world, are usually included as part of Africa. It 
is customary to distinguish between North Africa 
(Morocco, Algeria, Tunisia, Libya, and Egypt) and 
the rest of the continent, often referred to as sub- 
Saharan Africa. The population of sub-Saharan 
Africa in 2000 was about 659 million, while the 


Even before the rise of the automobile in the early twentieth cen- 
tury, rubber became an increasingly important export for Central 
Africa. Here, rubber tappers in French Equatorial Africa (now the 
Republic of Congo) in the late nineteenth or early twentieth century 
trade raw wheels of latex, from which rubber will be manufactured, 
for money and European-made goods. (Library of Congress) 


population of the North African countries totaled 
138 million. The surface area of the continent ex- 
ceeds 11.6 million square miles, compared with 
North America (9.4 million square miles) and the 
United States (3.6 million square miles). 

The African continent is characterized by great 
diversity. The climate along the coast of North 
Africa is Mediterranean, allowing the production 
of crops such as olives, grapes, and other fruits 
and vegetables. South of this climate zone is the 
largest desert in the world, the Sahara. The re- 
gion to the south of the Sahara is known as the 
Sahel (from the Arabic word for “border”). The 
Sahel is an arid, savannah grassland that is home 
to nomadic herders (of cattle, camels, sheep, and 
goats), as well as to some sedentary peasant farm- 
ers growing peanuts, millet, sorghum, and other 
drought-tolerant crops. South of the Sahel, the 
climate gradually becomes more humid and, in 
the proximity of the equator, is characterized by 
tropical rainforests in West and Central Africa. In 
East Africa and much of the southern part of the 
continent, the climate is more temperate. The 
Kalahari Desert in southwest Africa is another 
large desert surrounded by arid grasslands. The 
Nile River, the longest river in the world, runs 
north-south through the continent, which also 
has many other major river systems, including the 
Niger and the Congo. 


The people who inhabit this vast continent 
are equally diverse. At least 800 different lan- 
guages are spoken by people belonging to at least 
as many ethnic groups. Some scholars estimate 
that as many as 2,000 to 3,000 languages are spo- 
ken, if dialects are included. The borders of the 
fifty-four independent states in Africa are largely 
the result of the colonial period, when European 
powers divided up the continent for exploitation. 
Most African countries gained their independence 
in the 1950s and 1960s. 

About two-thirds of the people in Africa live 
in rural areas, compared with about a fifth in in- 
dustrialized countries. Agriculture (including 
animal husbandry and fishing) is the main occu- 
pation. Africa is well endowed with natural re- 
sources, including petroleum, iron ore, uranium, 
bauxite, diamonds, gold, and copper. Because the 
nonagricultural economic sectors are less well 
developed, most African countries remain among 
the poorest in the world. Africa’s poor economic 
performance is due in part to civil strife and poor 
governance as well as to a legacy of slavery, colo- 
nial exploitation, and a late start on development. 
African poverty is associated with high infant 
mortality, widespread disease (malaria, tubercu- 
losis, and HIV/AIDS), hunger, and malnutrition. 
Life expectancy at birth in sub-Saharan Africa is 
less than fifty years (compared with seventy-eight 
in high-income countries), and in some countries 
life expectancies have been falling in recent years 
as a result of the HIV/AIDS pandemic. Some 28.5 
million people are living with HIV/AIDS in sub- 
Saharan Africa, more than 70 percent of all cases 
in the world. 


TRADE HISTORY 


North Africa has been a part of Mediterranean 
trade networks since ancient times. Early human 
populations in sub-Saharan Africa exchanged food 
items and minerals among themselves but were 
largely cut off from wider trade relations by the 
Sahara Desert. In the Middle Ages, the introduc- 
tion of camels from Asia allowed the development 
of trans-Saharan trade in certain goods. Because 
crossing the Sahara was time consuming, most 
trade was in goods that had high values per unit 
of weight (gold) or that were mobile (slaves). 
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Ralph A. Austen, in African Economic History, re- 
ports that about 6 million slaves from sub-Saharan 
Africa were sold to buyers in North Africa and 
the Middle East between 650 and 1600 and that 
exports of gold averaged as much as a ton per 
year during that period. The trans-Saharan trade 
was organized by North African merchants deal- 
ing with traders in the Sahel and other parts of 
West Africa. Over time, sub-Saharan merchants 
expanded the intra-African trade of foodstuffs and 
other trade goods. Ethnic groups such as the 
Hausa and Yoruba in West Africa continue to play 
important roles in intra-African trade. During the 
precolonial period, maritime trade around the 
edges of the Indian Ocean brought East Africa into 
contact with the Middle East and India. This trade 
was also dominated by the exchange of slaves and 
gold for manufactured goods. 

European exploration led to an expansion of 
trade along the Atlantic Coast. Austen suggests 
that this trade was usually concentrated in gold, 
slaves, ivory, salt, and, later, vegetable oils (oil 
palm and peanuts) and rubber. By the seven- 
teenth century, the so-called triangle trade had 
developed in which Europeans traded manufac- 
tured goods for African slaves, who were trans- 
ported to the New World to work on plantations 
producing sugar and rum destined for European 
markets. With the abolition of the slave trade and 
the formal colonization of much of the African 
continent by European powers, Africa became an 
important source of primary commodities for use 
in European industries. In most of the arid and 
tropical zones in West and Central Africa, the 
Europeans developed minimal infrastructure and 
local administrative control for the extraction of 
agricultural and mining resources. In the more 
temperate areas of East and South Africa, Euro- 
pean settlers took up residence, establishing plan- 
tations and mining operations that exported 
primary commodities to their home countries. 


CONTEMPORARY TRADE 
PROFILE 


The trade patterns established during the colo- 
nial period have largely persisted to this day. In 
general, trade among African countries is rather 
limited. Most have significantly more trade re- 
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lations with Europe and other countries outside 
the continent than they do with other African 
countries. Based on statistics reported by the 
World Trade Organization (WTO), merchandise 
exports from Africa (including North Africa) in 
2000 were valued at about $148 billion, of which 
only $11 billion (7.6 percent) were among Afri- 
can countries. Half of Africa’s merchandise ex- 
ports were destined for western Europe, while 
18.3 percent were sold in North America and 17.1 
percent in Asia. Almost 60 percent of these ex- 
ports were mining products with manufactured 
goods accounting for 25 percent and agricultural 
products the remainder. Europe also accounted 
for half of African imports (valued at $137 mil- 
lion in 2000), while Asia was the source of about 
18 percent. Import composition is the reverse of 
exports, with some 70 percent being made up of 
manufactured goods, 16 percent of agricultural 
goods, and 14 percent of mining products. Af- 
rica accounts for only about 2 percent of world 
trade (both merchandise and service), a decline 
from 3 percent in 1990. South Africa, Nigeria, and 
Algeria are the leading merchandise exporters 
with 21, 14, and 13 percent of the African total, 
respectively. South Africa is also the leading im- 
porter, with 22 percent of total African imports, 
followed by Egypt (10 percent) and Nigeria (9 
percent). 

Most African countries participate in the 
Lomé Convention, a preferential trade agree- 
ment with the European Union that accords spe- 
cial treatment to certain exports from former 
European colonies in Africa, the Caribbean, and 
the Pacific. Regional trade organizations such as 
the East African Common Market or the Eco- 
nomic Community of West African States have 
been launched but have resulted in little trade 
creation within Africa. Most of the former French 
colonies participate in monetary unions that is- 
sue common currencies and receive support 
from France. In recent years, most African coun- 
tries have replaced the military dictatorships that 
characterized them in the first decades follow- 
ing independence with elected governments. In 
addition, most countries have undertaken struc- 
tural adjustment programs under the guidance 
of the World Bank, the International Monetary 
Fund, and aid donors in Europe, Japan, and 


North America. These programs usually require 
trade liberalization along with macroeconomic 
reforms. Most African countries belong to the 
WTO and are actively participating in the Doha 
Round of trade negotiations. They receive spe- 
cial treatment as developing countries under the 
WTO. Despite such arrangements as the Lomé 
Convention, many African countries face sub- 
stantial trade barriers in industrialized econo- 
mies, particularly for agricultural goods and 
textiles that are highly protected in the United 
States and Europe. Africa could benefit greatly 
from greater trade liberalization in these coun- 
tries as well as continued economic reforms 
within African states themselves. 


E. Wesley E. Peterson 


See also: Sugar; Trade Organizations. 
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AGORA 


The development of the Greek city-states cen- 
tered on the agora (marketplace). 


The agora was initially used as a commercial cen- 
ter with families residing in the area as well. The 
agora was easily accessible, allowing both local in- 
habitants and visitors to purchase goods from ven- 
dors. During the rule of Peisistratus (d. 527 B.c.E.), 
the agora was transformed into a civic center, with 
the marketplace surrounded by public buildings 
such as palaces, courts, temples, or other official 
sites. Colonnades surrounded the agora. All pri- 
vate houses were removed from the area, water 
wells were closed, and an aqueduct system was 
installed to provide water for a monumental foun- 
tain house. The immense building projects of the 
agora had an impact on the economy. Workers 


The agora was the central marketplace in the cities and towns of 
ancient Greece. Shown here are the ruins of the ancient Athenian 
agora. (Library of Congress) 


from various areas outside Athens preferred cur- 
rency to the traditional barter system. Peisistratus 
introduced coinage to Greece, using silver from his 
own personal silver mines in Thrace. German mer- 
chants called these coins “Wappenmunez,” or he- 
raldic coins. The value of the coin was too great for 
ordinary purchases but could be used for the long- 
term payment of workers or other expensive items. 

The success of the agora led to the develop- 
ment of forums, then being adopted by the Ro- 
mans. Forums throughout the Roman world, with 
their traditional rectangular shape, operated as the 
central marketplace as well as the civic center. Large 
temples built in honor of Roman emperors such 
as Trajan were built throughout Rome. The agora, 
and the forum, acted as the predecessor to the de- 
partment stores and shopping malls of modern 


times. 
Cynthia Clark Northrup 


See also: Department Stores; Roman Empire. 
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AGRICULTURE 


A sector of society that addresses the needs 
of food and fiber production. 


Agricultural production in the ancient world, 
whether for food or clothing, necessarily re- 
mained local. Ancient Egypt, for example, pro- 
duced plentiful grain for bread and beer as well 
as hemp for clothes. By the fifteenth century B.C.E., 
Egypt had begun to trade and import horses, 
spices, vegetable oils, and other goods. When 
Egypt lost its independence to the Greeks and 
Romans in 525 B.c.£., the Roman empire turned 
to exporting grain to sustain several provinces in 
the Mediterranean. One such example was Sic- 
ily, an island in the Mediterranean Sea south of 
Italy, which also exported oranges and lemons to 
Arab countries. 

Agricultural world trade, then as now, was af- 
fected by weather, technology, mechanization, 
labor, and even disease. When the Black Death 
swept Europe starting in the 1300s, it traveled 
along shipping routes. By many estimates, Europe 
lost half its population, thus transforming the 
previous agricultural land-labor ratio. Labor to till 
the fields became scarce and thus rose in value, 
thus less land could be cultivated, leading to a 
shift from grain crops to animal husbandry, espe- 
cially of sheep. The later enclosure movement and 
agricultural revolution in England during the 
1700s aimed to increase agricultural production 
in both quantity and quality through the intro- 
duction of scientific methods and mechanization. 
If a local population could be adequately and con- 
sistently fed, then the extra agricultural produc- 
tion could be sold to an outside market. However, 
not only did agriculture need to become more 
scientific, but advances in transportation and 
marketing were needed to increase the volume 
of agricultural world trade. 


CONQUEST OF THE AMERICAS 


Christopher Columbus’s expedition in 1492 was 
followed by an exchange of both plants and ani- 
mals between the New World of the Americas and 
old world of Europe and Africa. Crops and live- 
stock were deliberately transplanted as Europe- 
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ans tried to replicate their landscape and agricul- 
ture in the New World. The Spanish introduced 
such Mediterranean crops as figs, olives, and 
wheat, whereas foods native to the Americas, such 
as bananas, coffee, and sugar as well as beans, 
sweet potatoes, tomatoes, and vanilla, traveled to 
Europe. Unfortunately, disease and vermin ac- 
companied this biological exchange. 

The early Caribbean region developed an ag- 
ricultural system dependent on sugar crops and 
on slavery, a system in which Spain held a mo- 
nopoly through the 1500s. By the mid-1600s, the 
English and French had begun to break this mo- 
nopoly but also turned their agricultural atten- 
tion to northern colonies. “International trade and 
commerce were the lifeblood of colonial America,” 
wrote historian Willard Cochrane. English colo- 
nies benefited from a British mercantile system 
in which colonies provided raw materials and 
agricultural products to support the mother 
country’s wealth and independence. Mercantil- 
ism promoted the view that strong economies 
equaled strong nations. Colonialism was aimed 
at producing national self-sufficiency. Beginning 
in the 1650s, the British Parliament passed a se- 
ries of laws that entitled the English to a monopoly 
in goods, ships, and crews. Enumerated products 
such as tobacco, rice, and indigo were only sold 
to England, and products such as wheat and meat 
could not compete with English goods. The mer- 
cantile system benefited the colonists, however, 
with a guaranteed market and cash subsidies 
along with protection provided by the British 
navy as well as supportive imperial trade polli- 
cies. American colonists in turn purchased such 
agricultural imports as coffee, tea, sugar, spices, 
and rum. 

During the seventeenth and eighteenth cen- 
turies, colonial farmers remained dependent on 
Europe and the West Indies to buy their surplus 
since local consumers could not purchase all that 
American farmers raised. By 1750, over 85 per- 
cent of colonists were involved in farming. Re- 
gional specializations developed: New England, 
grain crops and livestock; Mid-Atlantic, meat, 
flour, and horses; Virginia and Maryland, tobacco; 
and South Carolina, rice and indigo. Little eco- 
nomic development would have occurred with- 
out the foreign markets. 


Virginia growers first found a saleable com- 
modity in tobacco. In 1612, the variety of tobacco 
grown in Jamestown, Nicotiana rutica, had a bit- 
ter taste, but the following year John Rolfe planted 
a variety of tobacco from Venezuela that suited 
Europeans with its smoother flavor. This new 
variety ensured a higher value per acre, and by 
1617 Rolfe perfected the drying method for long- 
distance transit. In 1627, Virginia farmers exported 
over 500,000 pounds; by 1766 Virginia and Mary- 
land exported over 100 million pounds to Europe. 
The tobacco trade dominated the Chesapeake re- 
gion for the next hundred years because it was 
something that English farmers could not grow, 
as was cotton. In 1620, Parliament ordered all Vir- 
ginia tobacco to be shipped to England by way of 
English ships, then on to other ports in Europe, 
beginning a long list of Navigation Laws that cre- 
ated a monopoly but ensured markets for colo- 
nial farmers. The Navigation Act of 1651 stated 
that all goods from Asia, Africa, and America had 
to be transported on British ships, which guaran- 
teed cheaper shipping rates for American farm- 
ers. The Navigation Act of 1660 forced further 
restrictions on the market yet gave colonials a 
monopoly on certain crops such as tobacco. In 
1663, the Act for the Encouragement of Trade, also 
called the Staple Act, forced goods to be shipped 
to England, then a paid duty to ship to America. 

The early trade around 1674 between Ameri- 
can farmers and West Indies planters led to an 
increased slave trade with Africa, especially with 
the monopoly of the Royal African Company of 
Britain in the late 1600s. The triangle trade among 
the British, Africans, and Americans sent manu- 
factured goods to Africa from Great Britain, then 
slaves to the American colonies and West Indies, 
and then raw materials and agricultural products 
back to England. Along with enslaved Africans, 
slave ship captains also purchased pepper, palm 
oil, lemons, limes, yams, plantains, and coconuts 
for the Middle Passage. This slave labor system in 
a world capitalist economy created prosperity for 
some, yet created disproportionate agricultural 
wealth. Enslaved people did not own even their 
own agricultural labor, and small farmers could 
not compete against the plantation system, espe- 
cially in the world market. 

Other crops that England could not grow be- 


cause of its climate were rice and indigo. Rice cul- 
tivation in the southern colonies of Georgia and 
the Carolinas began as a practice borrowed from 
the West Indies, continuing its reliance on slavery. 
Rice planters selected enslaved people from Ghana 
and Sierra Leone, the Rice Coast of Africa, espe- 
cially for their expertise and experience in grow- 
ing this highly profitable crop. The southern 
colonists grew rice primarily for two markets: about 
74 percent of the better grades were traded with 
northern Europe and 15 percent of the common 
grades were shipped to West Indies plantations for 
their slaves. By 1770, rice, which reached a volume 
of 150,000 barrels per year, became the second most 
profitable export of the southern colonies, at a value 
almost half that of Virginian tobacco. 
Experiments with indigo, a plant producing 
a deep violet blue dye, began in 1690, and by the 
end of the American Revolution, indigo had be- 
come the second most important southern crop 
with an assured market in the growing British 
textile industry. Elizabeth Lucas experimented 
and produced the first commercially successful 
crop on her plantation in 1740, and in 1747 over 
138,000 pounds were exported from the Charles- 
ton port alone. Southern colonists initially en- 
joyed a protected market with added bounties, 
but planters lost this preferential treatment in the 
marketplace with the end of the American Revo- 
lution. Other regions, such as South America and 
India, possessed more suitable climates—both 
physically and politically—to further this trade 
with England. Indigo and rice had blended well 
on large southern plantations, but after 1793 cot- 
ton began to fill the void. Commercial farming 
also developed in the colonies of New York, Penn- 
sylvania, New Jersey, and Delaware, and at first, 
the West Indies offered a good market for food, 
importing from the colonies and even Europe in 
the mid-1600s. By 1680, farmers in these colonies 
concentrated on wheat and flour, and the colo- 
nies became known as the “bread colonies” by 
the 1700s. In 1763, New York and Pennsylvania 
farmers exported 250,000 and 350,000 barrels of 
flour, respectively. Meat packing and dried beef 
processing also developed in the region as a re- 
sult of favorable markets, domestic and foreign. 
Still, the period between 1607 and 1783 wit- 
nessed a search for markets. American colonists 
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needed dependable transportation systems, 
which were usually confined to the least perish- 
able farm commodities, such as grain to the West 
Indies, beer to Canada, or wool to Europe. Com- 
merce directed the developmental course of 
American agriculture with such factors as perish- 
ability, product value, and distance to market. 
During the colonial era, shipping products over- 
seas to England actually cost less than shipping 
within the colonies. By the eighteenth century, 
ships could be built to larger specifications, in- 
creasing capacity from 120 tons to 170 tons per 
ship. The travel time also declined, to 50 from 100 
days from Europe to America and to 15 from 25 
days from America to Europe. 


AGRICULTURAL TRADE IN THE 
NINETEENTH CENTURY 


After the American Revolution, Great Britain en- 
acted no trade revenge on the young United 
States primarily because the British still needed 
American agricultural products. Other European 
markets in France and its West Indies ports be- 
gan to open to the new country, and even several 
African states signed commercial agricultural trea- 
ties with it. 

The main American exports during this pe- 
riod remained agricultural, especially grain and 
tobacco. The Napoleonic Wars from 1803 to 1815, 
which caused a rising military conscription rate 
that decreased the number of available European 
farmworkers, created an opening in agricultural 
demand that American grain growers were able 
to fill. As historian John T. Schlebecker states, “The 
needs of the armies diminished supplies for the 
general population, as always happens in war.” 
The British Orders in Council of 1804 and 1806 
placed much of Europe under blockade. This eco- 
nomic warfare and the closing of ports affected 
American ships, with the French and British seiz- 
ing 1,600 U.S. ships worth a total of $60 million, 
consisting mostly of agricultural produce. An 
American embargo was placed between 1807 and 
1809, which effectively cut off foreign trade, with 
exports dropping 80 percent from $108 million to 
$22 million. These actions in world trade had se- 
vere local consequences, forcing some American 
farmers into bankruptcy. 
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During the War of 1812 between the young 
United States and Great Britain, American farm- 
ers wanted to dismiss Great Britain’s trade restric- 
tions and open more foreign markets. During the 
war, the British navy curtailed trade, blockaded 
ports, and captured 1,400 merchant and fishing 
ships. Foreign trade fell to its lowest level in U.S. 
history as the war forced domestic manufactur- 
ing to compensate for the loss of imported goods. 
Cities in the United States also began to grow at 
rapid rates during this time, creating still more 
demand for local agricultural products. The rise 
in U.S. manufacturing and the growth of its cities 
further diminished the foreign share of agricul- 
tural goods. 

After the development of the steam engine 
looms in the English textile mills and the result- 
ing shift in demand from wool and flax to cotton 
production in the late 1700s, the American 
economy needed a profitable export commodity 
and found one in short staple cotton that would 
fill this growing European market. The United 
States only produced 1/245th of the world’s cot- 
ton in 1791, but almost forty years after the in- 
vention and utilization of the cotton gin, its share 
grew to seven-eighths of short staple cotton. By 
1860, cotton comprised 61 percent of American 
exports by value. In the first half of the nineteenth 
century, cotton was king not only in the South 
but also in international trade. During the Napo- 
leonic Wars, Parliament passed a series of Corn 
Laws, placing a tariff on foreign grain (what the 
English still called corn) if the English market price 
fell below a certain rate. Grain prices remained 
high during the war, but after the war ended in 
1815, these Corn Laws almost eliminated foreign 
grain, accelerated the price of British bread, and 
caused protests. Other events also increased the 
demand for world agricultural products: the re- 
peal of the British Corn Laws in 1846, the devas- 
tating Irish potato famine between 1845 and 1849, 
several English crop failures in the 1850s, and the 
Crimean War between 1854 and 1856. When the 
Corn Laws were repealed, Great Britain later ne- 
gotiated the Anglo-French Cobden-Chevalier 
Treaty of 1860, a multinational trade agreement 
with a most-favored-nation clause. 

Developments in transportation are key to 
marketing agricultural products. The Erie Canal 


opened in 1825, leading to both domestic and in- 
ternational markets. After 1816, steam transport 
increased, allowing clipper ships to gain in speed. 
The railroads expanded rapidly after 1847. The 
“Chicago system” of grain exportation that devel- 
oped after World War I included inspection stan- 
dards, grain elevators, ocean cargo ships, and a 
futures market. 


AGRICULTURAL TRADE IN THE 
EARLY TWENTIETH CENTURY 


The U.S. Civil War from 1860 to 1865 had a trans- 
forming effect on exports. Sales of wheat, corn, 
beef, and pork, primarily from the North, in- 
creased in volume and value, while exports of 
cotton, rice, and tobacco from the South practi- 
cally ceased. By 1875, American agricultural prod- 
ucts flooded European markets in the large 
European and Russian cities, creating prosperity 
for many American farmers. In the latter half of 
the nineteenth century the volume of trade in- 
creased fourfold. From 1900 to 1914, called the 
golden age, American agriculture reached an all- 
time point of profitability, although producers in 
Canada, Australia, New Zealand, Argentina, and 
South Africa now represented stiff competition 
in the world market. Still, the United States sup- 
plied half of Europe’s cereal grains. 

However, after this period exports of agricul- 
tural products would never again dominate U.S. 
export trade. The golden era of agriculture intro- 
duced low food prices, which kept labor’s wages 
low while keeping the price of U.S. exports com- 
petitive. By 1914, 17 percent of U.S. agricultural 
income came from exports. During World War I, 
from 1914 to 1918, world agricultural demand 
sharply increased, but non-U.S. supplies were in 
no position to satisfy that demand before 1920. 
The increase in U.S. farming acres had been 
largely marginal land, but technological innova- 
tions had added to prospective production lev- 
els. Prices for U.S. agricultural goods plunged, 
however, in 1920, then remained rather flat and 
depressed throughout the 1920s. This drop was 
partly a return to a more normal supply and de- 
mand after the conclusion of World War I. After 
the war ended, European debtor nations pre- 
ferred to purchase agricultural products from al- 


ternate suppliers such as Argentina, Canada, or 
Australia rather than the United States. Wheat 
exports from the United States dropped from 366 
million bushels in 1919-1920 to 186 million bush- 
els in 1928-1929. Other farm exports also fell from 
27.7 percent in 1919-1920 to 16 percent in 1928- 
1929. The value of agricultural exports had 
reached a high of $4.1 billion in 1919, dropped to 
$1.8 billion by 1922, and further collapsed to $662 
million by 1932. The sharp decline from 1919 to 
1922 in agricultural exports was considered the 
principal cause of the American agricultural de- 
pression in the 1920s. After World War I, Europe 
cut its imports of American food; for example, 50 
percent of beef in England during the war came 
from the United States, but by 1923 only 5 per- 
cent did. Even cotton faced more foreign compe- 
tition after the war. The further decline in 1929 to 
1933 greatly added to the extent and severity of 
the Great Depression. 

The loss of foreign markets brought chronic 
agrarian distress lasting from 1919 to 1940. In 1921, 
a bipartisan group of legislators known as the 
“farm bloc” promised to promote beneficial agri- 
cultural legislation. The McNary-Haugen Bill sug- 
gested a two-price system, with domestic 
agricultural prices to rise with tariff protection, 
while a federal export co-op would sell surplus 
products on an international market at world 
prices. The legislation focused on six basic com- 
modities: wheat, cotton, wool, cattle, sheep, and 
swine. The bill became a test for farm interests 
against perceived special privileges to industrial 
forces; others saw a simplistic solution for the fed- 
eral government to manage a cartel that would 
dump agricultural products on the world market. 
Congress debated the bill from 1924 to 1926 and 
passed it in 1927. However, President Calvin 
Coolidge believed that this legislation would in- 
crease the cost of living for Americans while pro- 
viding cheap food for foreigners, so he vetoed it, 
calling it “price fixing.” 

The depression-era deflation caused serious 
economic problems for debtors, especially farm- 
ers who borrowed money when crop prices and 
land values were high during the war. After the 
passage of the Hawley-Smoot Tariff of 1930, which 
particularly affected farming interests, tariff rates 
increased and export markets collapsed. From 
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1927 to 1933, wheat exports fell from 354 million 
bushels to 143 million bushels; meat exports de- 
clined from $246 million to $81 million; and cot- 
ton exports shrank from $2.5 billion to $1.1 billion. 
Overall domestic demand contracted as well, with 
American spending on food and drink declining 
from $19.5 billion in 1929 to $11.4 billion in 1932. 
American farmers depended on world markets 
for their prosperity, but this marketing challenge 
led to increased frustration, anger, protests, and 
violence as farmers tried to understand world 
trade patterns and economic forces simply be- 
yond their control yet directly linked to their abil- 
ity to make a profit. 

During his first hundred days in office, Presi- 
dent Franklin D. Roosevelt recommended con- 
gressional legislation to alleviate depression 
conditions, especially for farmers. The Agricultural 
Adjustment Act (AAA) of 1933 provided farm re- 
lief as well as reform to restore purchasing parity 
power, as it attempted to regulate the seven basic 
agricultural products of wheat, cotton, corn, hogs, 
rice, tobacco, and dairy products while paying 
farmers to reduce their overproduction of these 
crops and animals. Less production could lead to 
higher market prices. The Supreme Court in 1936 
declared the AAA unconstitutional because of a 
processing tax, so the AAA of 1938 emphasized soil 
conservation rather than sheer production and 
price controls. Other New Deal legislation in- 
cluded the 1933 Commodity Credit Corporation, 
under which farmers received loans on harvested 
crops that could later be sold when world market 
prices rose above loan level, thus ensuring a profit 
through government cooperation. European 
countries and the United States tended to focus 
and protect local farmers against the ravages of 
the depression era, but the trend during World 
War II and the postwar era would be price con- 
trols to ensure adequate food supplies. 


AGRICULTURAL TRADE IN THE 
POST-WORLD WAR II ERA 


During World War II, the previous problems of the 
depression era—surplus production, low prices, 
and large numbers of agricultural workers— 
ended, but the Nazi takeover of Norway, Denmark, 
the Netherlands, Belgium, and France withdrew 
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these countries as importers of U.S. grains and 
caused U.S. grain exports to fall 30 to 40 percent 
below average between September 1939 and Sep- 
tember 1940. However, other world markets in- 
creased, especially that of England, when Congress 
passed the Lend-Lease Act in 1941, which distrib- 
uted food to Allied countries. With increased mili- 
tary and industrial demands and an ever-increasing 
international market, agriculture thrived during the 
war years with all-out production. The Food for 
Freedom campaign as directed by the U.S. Depart- 
ment of Agriculture required American farmers to 
produce directly for the world market needs. Claude 
Wickard, the then secretary of agriculture, empha- 
sized to southern cotton farmers, for example, that 
it was senseless to overproduce cotton when the 
war and the world needed milk, eggs, and meat. 
Production levels and resulting trade amounts broke 
all-time records in 1942, 1943, and 1944. 

Processing and shipping also increased dur- 
ing the war. Eggs and milk could now be dried 
and shipped overseas, creating a market for poul- 
try and dairy products that had not existed be- 
fore. Other food processing, such as increased 
canning and quick freezing, guaranteed shipment 
despite long trips and rougher handling. The War 
Shipping Board increased its merchant fleet be- 
tween 1941 and 1945; by 1945, U.S. merchant ships 
carried 30 million tons, ten times the 1941 amount. 
The Emergency Price Control Act in 1942 placed 
a ceiling of 110 percent parity for farm prices, and 
the later Steagall Amendment continued 90 per- 
cent parity payments for two years after the war 
to prevent a repetition of the 1920 price collapse 
of agriculture because of the volatile condition of 
the world market. 

The Marshall Plan, enacted in 1947, initiated 
the federal purchase of commodities to restore 
European postwar economies as well as to subsi- 
dize U.S. farmers to feed millions of people world- 
wide. Thirty-eight percent of the Marshall Plan’s 
assistance involved food, as the United States 
believed food resources could be a strong weapon 
in the Cold War against communism. The Truman 
administration also desired U.S. participation in 
the General Agreement on Tariffs and Trade 
(GATT) in 1946 to allow the United States to en- 
ter multilateral trade agreements. (The World 
Trade Organization replaced the GATT in 1995.) 


After the Korean War ended in 1953, exports 
declined sharply, approximately 42 percent from 
1951 to 1954. Technological advancements in the 
1950s increased production but lowered prices. 
Agricultural exports began to increase between 
1954 and 1972 with government assistance and 
world economic recovery. The agricultural mar- 
ket between 1950 and 1970 has been described as 
“atomistic,” with many producers and sellers, but 
the foreign market responded positively to higher 
per capita incomes in more developed countries. 
On July 10, 1954, the Agricultural Trade Develop- 
ment and Assistance Act, more commonly known 
as Public Law (PL) 480, allowed developing coun- 
tries to purchase agricultural products with local 
currency. The act also provided emergency food 
aid by giving crop surpluses to needy countries. 
If developing countries became self-sufficient, 
however, this independence would not develop 
a further market for the United States. Under PL 
480, foreign sales began to focus on particular 
countries, especially those in Eastern Europe, In- 
dia, Pakistan, and Southeast Asia, as a way to win 
the Cold War worldwide. 

The Food and Agricultural Act of 1965 pro- 
vided voluntary acreage controls for feed grains 
with price supports near world market levels. This 
act also extended agricultural policy from yearly 
plans to a four-year plan and gave foreign pro- 
duction and world market prices greater influence 
over American domestic production. A 1 percent 
increase in U.S. production could now cause a 7 
percent decline in world prices, and world pro- 
duction could vary by 3 percent because of 
weather conditions alone. 

USS. agricultural exports skyrocketed between 
1972 and 1974 with poor grain crops in other parts 
of the world. The year 1972 also witnessed a mar- 
keting agreement with the Soviet Union, along 
with increased trade by Middle Eastern countries 
because of adverse weather conditions in parts 
of Europe. From 1974 to 1977 supply and prices 
remained constant, but the embargo of agricul- 
tural sales to the Soviet Union from January 1980 
to April 1981 brought an expansion of PL 480 to 
compensate farmers for this loss of world market 
sales at now 100 percent parity. From 1960 through 
the 1980s, the Common Agricultural Policy for the 
European Community affected only a small pro- 


portion of its population and gross domestic prod- 
uct (GDP) when the original six members— 
Belgium, Germany, France, Italy, Luxembourg, 
and Netherlands—calculated their agricultural, 
forestry, and fishing production to equal 10 per- 
cent of employment and approximately 5 percent 
of the GDP. 

After the passage of the Food and Agricultural 
Act of 1977, Robert Bergland, the then secretary of 
agriculture, told the Third Ministerial Session of 
the World Food Council his thoughts regarding 
the late twentieth-century world food supply: 
“The world should not want its food security to 
rest in the hands of a few nations. Responsibility 
for world food security must be shared widely.” A 
new world food security system now depended 
on a reserve stock, and costs of this program 
should be shared by more developed economies. 


CURRENT STATUS OF GLOBAL 
AGRICULTURAL TRADE 


The late twentieth century was a roller coaster of 
economic waves, yet one pattern was established 
for agriculture: when exports increased, local farm 
incomes rose. By the end of the century half the 
agricultural imports to the United States, such as 
rubber, coffee, cocoa, bananas, tea, and spices, 
were noncompetitive. Only two agricultural 
products could be hurt without import restric- 
tions: sugar and dairy products. World agricul- 
ture is now interdependent, with the issues of 
common concern being low incomes, inadequate 
consumption, and unstable prices. From 1970 to 
1985, world agricultural trade increased approxi- 
mately 2.2 percent annually with developing 
countries increasing at an even faster rate. A vari- 
ety of crops and animal products are now traded, 
but grain production ranks first. Still, the human 
issues in international agriculture supply and 
trade remain hunger, nutrition, and poverty. 

By the late twentieth century and beginning 
of the twenty-first century agricultural world trade 
could be divided into three main regions: West, 
South, and East. West-West trade occurs between 
industrialized countries; West-South defines im- 
ports by developing countries from Western indus- 
trialized countries; and West-East describes 
agricultural trade from Western countries to east- 
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ern Europe and the Middle East. Other smaller 
patterns are South-West with specific imports, es- 
pecially tropical products, transferring from South- 
ern regions to Western developed countries. The 
major agricultural trade items that continue to ex- 
pand are wheat, maize, rice, coffee, cocoa, sugar, 
jute, and tea. In 1976, over 60 percent of U.S. agri- 
cultural exports went to developed countries, with 
Japan at $3.6 billion, Germany at $1.67 billion, the 
Soviet Union at $1.6 billion, and Canada at $1.49 
billion. Since the 1990s, U.S. exports have declined 
to Asia and Europe, but have increased to Canada 
and Mexico due to NAFTA. 

Certain agricultural products follow trading 
patterns. Corn is still raised for human consump- 
tion, especially for developing countries, with new 
varieties perhaps possessing enhanced taste and 
nutrition, but most corn is used as livestock feed 
for low-cost and high-quality meat production 
especially in such countries as Mexico, Taiwan, and 
Russia. Wheat trade has been particularly affected 
by current free-trade agreements because wheat 
is grown throughout the world; the United States 
and the European Union lose their competitive 
edge without subsidies, while other countries such 
as Australia, Argentina, and Canada gain, especially 
by producing different grades of wheat. 

Rice has widely varying costs of production: 
the United States has the highest production cost 
per metric ton, while Vietnam has the lowest cost, 
particularly labor. The lower quality or grade of rice 
from such countries as Vietnam and China has been 
exported to Indonesia and some African countries, 
while the higher quality graded rice from Thailand 
and India has been exported to other Asian and 
Middle Eastern countries. Soybeans, “the miracle 
crop,” dramatically increased in the world market 
from 40 million metric tons in 1970 to 140 million 
metric tons by 1995, with the major producers and 
exporters remaining the United States at 71 per- 
cent, Brazil at 11 percent, and Argentina at 8 per- 
cent. Other seed-oil plants such as rapeseed 
(canola) and palm are rapidly increasing produc- 
tion volumes as well, with international trade agree- 
ments reducing tariffs and increasing trade. 

As for fiber production, the United States now 
has 25 percent of the world cotton market, thanks 
to its reliability of supply and quality assurance; 
Australia is advancing, despite having little local 
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textile industry. Other crops, such as fruits and 
vegetables, have increased international trade, 
especially with better shipping patterns that can 
take advantage of seasonal production numbers. 
The United States remains a major exporter and 
importer with its large production volume, qual- 
ity standards, and consumer demand. 

In 1996, the Federal Agricultural Improvement 
and Reform Act instituted more flexible alterna- 
tives for sugar producers, and the American Sugar 
Alliance in 1998 argued against the free world 
sugar market, which often dumped sugar, creat- 
ing unfair competition. The beef market has been 
constantly shaped by changes in diets, health con- 
cerns, and disease factors, and developments in 
technology, such as packaging, have increased 
beef consumption worldwide. The United States 
as well as France and the Netherlands are the larg- 
est exporters of poultry products, but Brazil is in- 
creasing its market share with low feed and labor 
costs. Labor and environmental protection stan- 
dards vary significantly among developing coun- 
tries, which leads to different prices on the world 
market. 

The future of agriculture depends on a rea- 
sonable rate of growth in the world economy as 
well as a fair degree of stability in the demand for 
agricultural products within international trade. 
The great trade debate can also be characterized 
by jealous industrialized countries with agricul- 
tural protectionism that discourage any agricul- 
tural development in less-developed countries 
with a resulting uneven development pattern. 
Different philosophies have been proposed that 
argue that the agricultural economy works best 
without government intervention or, on the other 
hand, that the government should engage in sup- 
ply management. As more free-market policies are 
adopted in developing countries in Latin America 
and Africa, protectionism remains highest in Eu- 
rope, the United States, and Japan. The poor ag- 
ricultural producers are disadvantaged in all 
countries without access to land, credit, and tech- 
nology. In both the developed and developing 
countries, policies and practices of sustainable 
agriculture can best reduce damage to natural 
resources and increase local food development 
and control as well as increase fair world trade 
practices. As Marty Strange, the senior associate 


to the Center for Rural Affairs, reported to the 
World Agriculture Project in 1980, “Our trade 
policy must therefore reflect an active but re- 
strained role in the world food system, one that 
respects other people and the environment.” 


Lisa Ossian 


See also: British Empire; Egypt, Ancient; General Agreement 
on Tariffs and Trade; Great Depression; Roman Empire; 
United States; World Trade Organization; World War I; World 
War II. 
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AIRCRAFT 


Dirigibles, among the first commercial aircraft, 
led to zeppelins in the early nineteenth century, 
giving shape to the modern airline industry. 


The earliest dirigibles were limited in the num- 
ber of passengers and amount of cargo that they 
could carry. Not until construction of the zeppe- 
lins, which were elongated hydrogen-filled air- 
ships with aluminum frames, could dirigibles 
carry out commercial responsibilities. In 1910, a 
commercial airline in Germany went into busi- 
ness using zeppelins that transported passengers 
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In the early twentieth century, lighter-than-air craft competed with airplanes for passengers and freight traffic. Depicted here is the French 


dirigible Republique in 1907. (Library of Congress) 


and mail. One obvious drawback of the zeppe- 
lins was their slow rate of speed, slower than 
Germany’s express trains of the time. 

After World War I, airplanes gradually re- 
placed dirigibles as the primary commercial air- 
craft, especially after the introduction of 
multiengine aircraft. Beginning in the late 1920s, 
Deutche Luft Hansa flew Junker G-24s, which 
provided the safety and long range for Luft Hansa 
to expand its routes. In the 1930s, Junker 52s be- 
came the standard mass-produced transport air- 
craft for Germany. 

In the United States, Douglas DC-3s domi- 
nated the skies in the 1930s. Nearly indestructible 
and aerodynamically efficient, 80 percent of 
American air passengers flew on a DC-3 by 1938. 
During World War II and afterward, the DC-3 
continued service for both the commercial and 
military sector. The DC-3s (also known as the 
C-47) greatest moment came in 1948-1949 dur- 


ing the Berlin Blockade when the aircraft (along 
with C-54s) flew 2.3 million tons of cargo into West 
Berlin. 

In the postwar years, the multiengine propel- 
ler aircraft used for commercial purposes was su- 
perseded, though not entirely replaced, by the 
jet. The Boeing 707 dominated the commercial 
market in the United States. Later, Boeing built 
the 747 that could seat 400 passengers and reach 
any point in the world within 20 hours. In the 
Soviet Union, it was the Ilyushins and Tupolevs 
that fulfilled passenger and cargo transport pur- 
poses. The introduction of such aircraft enabled 
millions of people to fly between the 1950s and 
the 1980s. For the West, jet technology made air 
travel possible for middle and lower classes. The 
use of jet travel contributed to increased global- 
ization as tourists spent money and businessmen 
made investments in the far reaches of the world. 

The jet age similarly affected the cargo and 
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freight industry. While DC-3s and DC-4s contin- 
ued to see service, jet-powered cargo aircraft began 
to appear in the 1960s. Often, versions of the Boeing 
707 and 747 as wellas the DC-8, all passenger planes, 
were built to carry freight. By the 1970s, the Soviet 
Union used four-engine jet aircraft like the I-76 to 
deliver cargo. The use of such aircraft permitted 
more cargo to travel to greater distances than ever 
before and at a lower operational cost. From 1965 
to 1976, worldwide cargo volume increased from 
2.3 billion ton-miles to 5.4 billion ton-miles. 

By the late twentieth century, cargo jets in- 
creased in size and capacity, and cargo carriers 
and overnight express companies used a hodge- 
podge of aircraft to deliver goods. In 2002, FedEx, 
for example, looked to fly a freighter version of 
the Airbus SAS A380, which will be the largest 
passenger jet in the world once it commences ser- 
vice in 2006. Hence, the tons-miles of goods 
moved by cargo planes should increase signifi- 
cantly in the twenty-first century and will have a 
vital impact on the global economy. 


Stephen G. Craft 


See also: Transportation and Trade. 
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ALEXANDER THE GREAT 
(356-323 B.c.E.) 


A king of Macedonia and conqueror of much 
of Asia. 


Alexander the Great, also known as Alexander III 
of Macedonia, was born to King Philip II and his 
wife, Olympias, in 356 B.c.z. As a youth he was 
tutored by the philosopher Aristotle, who pro- 
vided him with a classical education and wisely 
advised him to incorporate subject peoples into 
his future empire instead of merely subjecting 
them to his rule. After Philip Il was murdered, 


Alexander the Great—depicted in this second- or first-century B.c.e. 
Roman mosaic—greatly expanded Greek culture and trade during 
his conquests in the fourth century B.c.e. (The Art Archive/Archaeological 
Museum Naples/Dagli Orti [A]) 


Alexander III became the new king of Macedonia 
in 336 B.c.z. Several Greek cities that had been 
members of a league formed by his father, includ- 
ing Thrace and Illyria, attempted to revolt, but 
Alexander quietly suppressed the rebellion. 
After Alexander consolidated his control over 
Greece and the Balkan Peninsula, he attacked 
Persia (Iran). At the time, the Persian empire was 
at its peak and a victory would ensure territorial 
gain for Alexander. At the Granicus River (close 
to the Hellespont), he attacked the Persian forces 
and defeated them. He then proceeded to attack 
Syria, where he challenged the army of the Per- 
sian king Darius III, who fled after the Persian 
army experienced a crushing defeat at the Battle 
of Issus. After encountering such minimal resis- 
tance, Alexander decided to push even farther 
into Asia Minor. He conquered Tyre and Gaza 
with 40,000 infantry and 7,000 cavalry and finally 
descended on Egypt in 332. The next year 
Alexander consulted the oracle at the temple of 
Amon-Ra, where he was told that he was the de- 


scendant of the Egyptian sun god. That winter 
he founded the port city of Alexandria in north- 
ern Egypt, one of many such cities founded by 
Alexander but possibly the one that reaped the 
most benefit as a trading port. In 331, he returned 
to Syria to battle Darius III once again. Using su- 
perior military strategy, Alexander defeated him 
anew at the Battle of Guagamela. From Syria, 
Alexander turned southward toward Babylon, 
which he conquered. Alexander then proceeded 
to melt down all the royal treasures and mint his 
own gold coin. Throughout his empire, as he con- 
solidated control over much of Asia and Asia Mi- 
nor, Alexander created a uniform currency that 
helped promote trade. In addition, he continued 
to establish cities along the route of his army and 
trade again flourished as a result. 

After conquering the Middle East, Alexander 
pushed farther into India. He was victorious in the 
Punjab in India, but then his men pressured him 
to turn back toward Macedonia. Alexander led a 
forced march through the great deserts of Persia 
and southern Afghanistan. He finally arrived in 
Susa, where he established his government. In 
addition to excelling at military strategy, Alexander 
also experimented with new forms of political ad- 
ministration. He used local rulers to control the 
population and then relied on their loyalty to col- 
lect revenues from the empire. He encouraged his 
men to take foreign wives. He promoted the use 
of one language—another factor that contributed 
to trade. But many of his men did not approve of 
these tactics. However, before Alexander faced any 
serious challenge to his authority, he died suddenly 
of a fever in 323. When he died, his vast empire, 
which stretched from Egypt to India, was divided 
among his four top generals. 

After his death, the trade routes established 
by Alexander, including the Silk Road, continued 
to promote the transfer of goods between the 
Asian and Western civilizations. Many of the cit- 
ies that he built continued for centuries as trade 
centers. He helped spread the Greek language 
throughout the ancient world, and as a result 
merchants had a common language in which to 
transact business. His policies laid the foundation 
for the future Roman empire. 


Cynthia Clark Northrup 
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See also: Greek City-States; Roman Empire. 
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ALEXANDRIA 


A city in northern Egypt, at the juncture of 
the far western end of the Nile Delta and the 
Mediterranean Sea. It is Egypt’s main port city 
as well as a major commercial and industrial 
center. 


The Greek architect Dinocrates built Alexandria, 
one of some thirty cities built during the campaigns 
of Alexander the Great that bear his name. After 
Alexander’s death, the city fell to the Ptolemies, 
who made it their capital in 332 B.c.k. It became the 
main trade center in the eastern Mediterranean, 
outgrowing Carthage by the mid-200s B.c.z. The 
city was the main port of entry for Egypt, the Nile, 
and the canals to the Red Sea and Asia. 

Alexandria was one of the foremost centers of 
Hellenistic civilization. It contained the tomb of 
Alexander the Great, as well as an enormous 
temple to Zeus, and the Pharos, or lighthouse, of 
which nothing remains today. It was also the site 
of the Museum, which contained the Great Library 
with its 700,000 scrolls. Euclid, Aristarchus of 
Samothrace, and Herophilus are among the Hel- 
lenistic scientists and philosophers who studied 
there. Alexandria was host to the largest Jewish 
community of the ancient world outside Judea. 
The Septuagint, an early Greek translation of the 
Bible, was prepared there in the 200s B.c.£. Its no- 
tables included the philosopher Philo (early first 
century C.E.). 


ROMAN, BYZANTINE, AND 
ISLAMIC PERIODS 


Julius Caesar occupied Alexandria in 47 B.c.£., and 
in 30 B.c.£. the city fell to Octavian (later Emperor 
Augustus). It became the provincial capital of 
Egypt and one of the largest cities in the Roman 
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Named after its founder, Alexander the Great, Alexandria, Egypt, became a major trading center in ancient times. 
(© North Wind Picture Archives) 


empire, with a population of 300,000 citizens and 
free residents and probably as many slaves. Civil 
unrest between Greeks and Jews disrupted Alex- 
andria from the middle of the first century C.E. 
until the late 100s. The city became an early cen- 
ter of Christianity and is a patriarchal see in the 
Eastern Orthodox Church. 

Its libraries and other points of interest were 
gradually destroyed by rioting and natural disas- 
ters. In 391 c.z. Theodosius I ordered all pagan 
temples destroyed. Civil unrest again became a 
regular feature of city life, this time between Or- 
thodox and Coptic Christians. 

By the time the Arabs captured Alexandria in 
642, the city had become a shadow of its former 
glory. The decline in maritime trade had left the 
city’s inhabitants impoverished. The city’s impor- 
tance continued to decline under Muslim rule, 
particularly after 969 (when the Fatimid dynasty 
moved the capital to its new city of Cairo) and 
even more rapidly after the fourteenth century 
(when the canal to the Nile silted up). 


RECENT HISTORY 


By the time the city fell to Napoléon Bonaparte 
in 1798, there were only 4,000 inhabitants. How- 
ever, Alexandria’s fortunes improved after 1819, 
when Muhammad Ali, the new ruler of Egypt, 
ordered the completion of a new canal to the Nile 
and the development Alexandria into a port and 
naval base. Antiforeign rioting (foreigners made 
up 25 percent of the population by 1900) in 1882 
led to the bombardment of the city by the British. 
Most of the foreigners left following World War 
II, especially after the 1952 revolution. 


The University of Alexandria is located in 
modern Alexandria, as is the Middle East head- 
quarters of the World Health Organization. It is 
the second largest city in Egypt. Alexandria is a 
production center where raw materials are turned 
into asphalt, cotton textiles, processed food, plas- 
tics, and paper. It also has several major petro- 
leum refineries located nearby. 


Brian M. Gottesman 


See also: Egypt; Mediterranean Sea; Roman Empire. 
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ALPHABET, ARAMAIC 


An alphabet belonging to the northwest 
Semitic subdivision of the Semitic subfamily 
of the Hamito-Semitic family of languages. 


The Aramaic language developed from the 
Aramaeans who wandered the deserts of Syria and 
the Middle East before the seventh century B.c.E. 
After this nomadic tribe settled, its language was 
adopted by most of the region. The Persian em- 
pire made Aramaic its official language as did the 
Jews who were defeated by the Babylonians in 586 
B.c.E. Not until the reign of Alexander the Great 
did the Greek language replace the Aramaic lan- 
guage. Between the Greek and Roman conquests 


of the Middle East, Aramaic once again became the 
lingua franca, but following the rise of Islam the 
language finally yielded to Arabic. The language 
consists of twenty-two letters, all being consonants, 
and is written from right to left. Before Arabic be- 
came the official language of the region, many of 
the Old Testament books, including Ezra and 
Daniel, were written in Aramaic. Derivatives of the 
Aramaic language include the Syriac, Nabataean, 
Samaritan, and Palmyrene languages and are also 
evident in the development of Georgian, Arme- 
nian, and Glagolithic languages. The modern form 
of Aramaic closely resembles Hebrew and was the 
language spoken by the Jews at the time of Christ. 
Some scholars believe that the Aramaic script in- 
fluenced the development of the writing systems 
of Southeast Asia and India. 

The Aramaic language was used throughout 
the Middle East at the time of Christ. Before the 
rise of Islam, it dominated throughout the Middle 
Eastern world and served as the language of mer- 
chants conducting regional and international trade. 


Cynthia Clark Northrup 
See also: Alphabet, Greek. 
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ALPHABET, CYRILLIC 


An alphabet named after Saint Cyril and now 
employed from the Balkans to the Bering Strait. 


Around 863, the Byzantine polyhistors Cyril (c. 
827-869) and Methodius (c. 815-885) began the 
Christianization of Great Moravia. To translate re- 
ligious literature into the Slavic language of the 
Moravians, they devised an alphabet. After 
Methodius’s death, his disciple, Clement of Ohrid 
(d. 916), removed the mission to Bulgaria where 
the earliest inscriptions (tenth century) and manu- 
scripts (eleventh century) in the Cyrillic alphabet 
have been preserved. 

Christianity and the Cyrillic alphabet spread 
to the Russians around 988, and Cyrillic was first 
used to write a non-Slavic language (Permian, a 
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Finnic language) in the fourteenth century. At the 
beginning of the twentieth century, Cyrillic was 
the vehicle for literary Serbian, Bulgarian, Ukrai- 
nian, Russian, and a handful of Finnic and Turkic 
languages that were spoken in the Russian empire. 
But literacy in the Russian empire was only 
at 19 percent. Accordingly, in the 1930s, the So- 
viet Union’s literacy program initiated the use of 
the Cyrillic alphabet by all minorities numerous 
enough to justify schools and teaching in their 
native languages. Initially, the Latin alphabet was 
to have been used, and had it been adopted, a 
minor bar to twenty-first-century global trade and 
communications would have been eliminated, but 
the Russians were not prepared to abandon 
Cyrillic. Therefore, an army of Russian linguists 
and educators undertook to render an enormous 
variety of languages into this alphabet, including 
representatives of the Uralic, Turkic, Mongol, Cau- 
casian, and Chukotko-Kamchatkan language 
families, not to mention some Indo-European lan- 
guages. The Soviet literacy program must be 
counted as one of the regime’s most enduring 
accomplishments. It brought literacy and the pos- 
sibility of higher education to the world’s largest 
nation and made Cyrillic the alphabet used for 
trade and commerce in that part of the world. 


Paul Edson 
See also: Communication; Soviet Union. 
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ALPHABET, GREEK 


An alphabet used by the Greeks for trade, cul- 
ture, and administration beginning in the 
eighth century B.c.e., but most extensively 
from c. 350 B.c.c. toc. 1450 c.e. 


The Greeks acquired their alphabet from the 
Phoenicians, probably at trading centers on 
Rhodes, Thera, or Crete. Since Semitic speakers 
used an alphabet that consisted exclusively of con- 
sonants, the Greeks alphabet has been called a 
consonantary. The Greeks’ distinctive contribu- 
tion to the history of the alphabet was to make 
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some of the Phoenicians’ letters stand, for the first 
time in world history, for vowels. Today, however, 
the Greek alphabet is not phonemic. 

It is impossible to overstate the importance of 
the Greek language and the Greek alphabet as ve- 
hicles of commerce and culture. From classical an- 
tiquity through the Byzantine Middle Ages, Greek 
was spoken east to the Pamirs and Central Asia, 
south into Egypt, at least as far west as Spain, and in 
the Middle Ages into the Slavic world. And today, 
Greek-speaking and Greek-writing merchants are 
found in most of the world’s major trading centers. 

The wide-ranging cultural importance of the 
Greek alphabet is suggested by its use as the basis 
for other alphabets. The Etruscan alphabet was de- 
rived from the Greek and the Latin alphabet from 
the Etruscan. The Coptic, Armenian, and Cyrillic 
alphabets were derived from the Greek alphabet. 

Besides writing Greek, the Greek alphabet has 
been used to write other languages, including 
Albanian, Macedonian Slavic, and Karamanli 
Turkish. Individual Greek letters are extensively 
used in science, technology, and mathematics to 
symbolize constants and functions. 


Paul Edson 


See also: Communication. 
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ALPHABET, LATIN 


The world’s most widely used alphabet derived 
from the script used in the Roman empire. 


Greeks living in southern Italy imported a west- 
ern Greek alphabet that was borrowed by the 
Etruscans, who became the source of the Romans’ 
alphabet. Although second-century B.c.£. Latin 
upper-case letters are virtually identical to upper- 
case letters employed by the Latin alphabet to- 
day, alphabetic mutations during late antiquity 
and the Middle Ages climaxed with two scripts: 
Medieval Minuscule, which was employed as a 
model in the design of the earliest Venetian print- 
ers’ typefaces, and Gothic script (Fractur), which 


was used by speakers of Germanic languages. The 
Gothic script began to decline in the eighteenth 
century and today is seen in simplified forms in 
holiday cards and graphic art intended to sug- 
gest either olden times or German history. 

Today, the Latin alphabet is used for trade and 
cultural activities in North and South America, 
Europe (exclusive of the places using the Cyrillic 
and Greek alphabets), Turkey, Azerbaijan, Africa 
south of the Sahara, Vietnam, Australia, and the 
Pacific islands. With the fall of the Soviet Union, 
Chechnya and the central Asiatic nations are 
moving toward its adoption. It has also been used 
by Western linguists and anthropologists to tran- 
scribe many otherwise unwritten languages. 

Because computers are widely used in trade, 
overcoming the computer’s built-in Latin- 
alphabet bias in cross-cultural settings must be 
mentioned. The Unicode Consortium is develop- 
ing an unambiguous international computer- 
coding standard that will eventually include all 
alphabets, syllabaries, and ideographs. But in 
practice, instantaneous message transmission as 
used by today’s computer-literate bilinguals con- 
sists of e-mailing messages written in their native 
languages in an often makeshift Latin-alphabet 
transliteration and depending on bialphabetic 
recipients to be able to read the text. If this trend 
continues, the Latin alphabet may marginalize the 
world’s other alphabets and perhaps its other 
writing systems. 

Paul Edson 


See also: Communication. 
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ALPHABET, PHOENICIAN 


The ancestor to which all Western alphabets 
(although not all languages) can be traced. 


The Phoenicians, who built a great trading empire throughout the 
Mediterranean in the second millennium B.c.e., created the alpha- 
bet—depicted here on a fourteenth-century B.c.£. terracotta tablet 
from Ugarit (now Ras Shamra, Syria)—on which our own is based. 
(The Art Archive/National Museum Damascus Syria/Dagli Orti) 


Most of the world’s writing systems before the 
invention of the alphabet were pictograms, such 
as the Egyptian hieroglyphics. An alphabet is an 
important cultural innovation that allows easy 
and therefore potential mass literacy, more accu- 
rate record and contract keeping, adaptability to 
new intellectual concepts, and thus accelerated 
cultural change. The Greek, Latin, Hebrew, Ara- 
bic, and Cyrillic alphabets all derived ultimately 
from the Phoenician. 

Phoenicia itself was a culturally united group 
of city-states clustered on a narrow coastal strip 
in modern-day Syria, Israel, and Lebanon. Its most 
famous cities were Sidon, Byblos, Tyre, and 
Berytus (now Beirut). The Phoenicians were re- 
nowned as traders, sailors, navigators, and crafts- 
men. The cedar forested slopes of Lebanon 
provided wood for seagoing vessels and served 
as a valuable trade commodity in itself. The orga- 
nized, urban nature of Phoenician society allowed 
the development of technical expertise in many 
fields, including glass and dye. The word 
“Phoenician” comes from the Greek word for 
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“purple,” a particular color of dye (derived from 
the murex seashell) that the Phoenicians traded 
throughout the ancient world. 

Phoenicia, which emerged as a distinct entity 
as early as circa 3000 B.c.£., enjoyed its golden age 
from 1100 to 900 8.c.z., and finally disappeared 
into a succession of larger empires with the 
Assyrian invasion in the ninth century B.c.z. The 
area later came under Greek, Roman, Arab, Otto- 
man, and French rule before finally being broken 
up into the independent states of Israel, Syria, and 
most notably Lebanon in the twentieth century. 

The Phoenicians traded throughout the 
Mediterranean world, coming into contact with 
virtually every civilization in ancient times. Be- 
cause of their sailing ability, Phoenicians often 
started colonies in distant places. There were 
Phoenician colonies in Cyprus, Sardinia, Spain, 
North Africa (later Carthage), and probably in 
many other areas as well. The Phoenician alpha- 
bet was thus transmitted over a large area either 
by commercial contact or by way of Phoenician 
settlements. 

While the Phoenicians were the first to widely 
transmit their alphabetic system of writing around 
the Middle East and Mediterranean world, the al- 
phabetic concept itself originated at an earlier date. 
The alphabet’s origins lie in the Sinai peninsula 
with the Canaanites, a distinct ancestor of the later 
Phoenicians. As slaves of the Egyptians in both 
Egypt and the Sinai, the Canaanites encountered 
the concept of written language in Egyptian hi- 
eroglyphics. They set about trying to give their 
own spoken language a literate tradition. 

Egyptian hieroglyphic symbols were used in the 
ancient alphabet, but only as mnemonic devices. For 
example, the letter A no longer stood for their word 
for “bull” (which started with the sound of “eh”), 
but simply the sound “eh.” This is called the 
acrophonic principle. It is important to note that al- 
phabets are usually adopted to make a preexisting 
oral language literate. Therefore, the alphabet and 
language are not always of the same origin. 

The ancient Canaanites eventually migrated 
to the more fertile regions of the Mediterranean 
coast, where they freely mixed with other peoples. 
By 3000 B.c.k., these peoples had coalesced into 
what we know as the Phoenicians. One of the 
cultural heritages brought to the large Phoenician 
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identity was the ancient art of the alphabet. At 
first, the Phoenicians used a Babylonian-derived 
picture writing as well. It was probably the de- 
mands of commerce and contracts that brought 
the alphabet to prominence. The intricacies of 
trading and contract writing could easily over- 
whelm simple hieroglyphic systems. The earliest 
evidence for the Phoenician alphabet dates from 
the papyrus producing city of Byblos in the fif- 
teenth century B.C.E. 

The Phoenician alphabet consists of twenty- 
two characters, all of them consonants. The miss- 
ing vowels are implied in the written language. 
Presumably, a native Phoenician speaker could 
recognize the full words from their context in 
the sentence. This system has the great advan- 
tage of being easy to learn and adaptable. Hi- 
eroglyphic writing systems required immense 
and often full-time study to master. Thus, only a 
few members of society became literate in non- 
alphabetic societies. 

The Greeks adopted the Phoenician alphabet 
to their language sometime between 1000 and 800 
B.c.E. According to the Greek historian Herodotus, 
Cadmus the Phoenician brought the alphabet to 
Greece with a group of Phoenician settlers. De- 
spite the semihistorical nature of this account (sev- 
eral figures named are somewhat legendary), 
Herodotus is an overall good source of informa- 
tion about antiquity. The story may preserve a folk 
memory of a plausible event: a small Phoenician 
colony somewhere in Greece. Trade was another 
reason for Greek contact with Phoenicians. The 
existing evidence shows the Greeks beginning to 
use the Phoenician alphabet by the eighth cen- 
tury B.C.E. 

Over time, the Phoenician alphabet gave birth 
to the Etruscan, Latin, Cyrillic, Aramaic, Arabic, 
and Ethiopian alphabets as well. The different 
peoples that adopted the Phoenician alphabet 
often included new modifications (such as includ- 
ing vowels) or new characters to reflect unique 
sounds. Different peoples preferred to read in 
specific directions, further affecting the local de- 
velopment of alphabets. Time and distance also 
altered the appearance of what was originally 
Phoenician script. All these reasons account for 
the distinctly different appearance of, for example, 
Arabic and Latin. Even Germanic runes, which 


came into being only in the first century C.E., are 
derived from a South Alpine alphabet, which it- 
self is ultimately descended from Phoenician 
script. 


Charles Allan 


See also: Alphabet, Aramaic; Alphabet, Cyrillic; Alphabet, 
Greek; Alphabet, Latin; Greek City-States. 


BIBLIOGRAPHY 

Albright, WE “Syria, the Philistines, and Phoenicia.” In The 
Cambridge Ancient History, vol. 2, pt. 2, ed. I.E.S. Edwards 
et al. Cambridge: Cambridge University Press, 1975. 

Aubert, Maria Eugenia. The Phoenicians and the West. New 
York: Cambridge University Press, 1993. 

Markoe, Glenn. Phoenicians. Berkeley: University of Califor- 
nia Press, 2000. 

O’Connor, M. “Epigraphic Semitic Scripts.” In The World’s 
Writing Systems, ed. Peter T: Daniels and William Bright. 
New York: Oxford University Press, 1996. 


ALSACE AND LORRAINE 


Region of northern France that borders Ger- 
many and is known for its coal and steel- 
producing industries. 


The two regions of Alsace and Lorraine have a 
long history as border areas. During the first cen- 
tury c.£., Emperor Julius Caesar conquered Alsace. 
Germanic tribes controlled the region beginning 
in the early fifth century, but by 496 the Franks 
moved into the area and brought with them 
Christianity. The inhabitants of the region con- 
tinued under Frankish rule under the reign of 
Charlemagne when it became part of the German 
Carolingian empire. Following the death of 
Charlemagne, his empire was divided among his 
grandsons, and a narrow strip of land was granted 
to Lothar (which became known as Lorraine), 
while the new kingdom became part of the duchy 
of Swabia in 870. When the Hohenstaufen family 
of Swabia became the rulers of Germany with the 
crowning of Frederick I, Barbarossa, the region of 
Alsace, with its present-day borders, was formed 
and Frederick placed ministeriales (nonnoble civil 
servants) in charge of the province in an effort to 
exert greater control and ensure their loyalty. Af- 
ter Konrad IV granted control of the region to 
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The struggle between Germany and France over the economically vital regions of Alsace and Lorraine contributed to several wars in the 
nineteenth and twentieth centuries and, as a result, to the formation of the European Union. Depicted here is the strategic Rhone and Rhine 
Canal in Mulhausen, Germany. (Library of Congress) 


Count Rudolf of Hapsburg, the town of Strasburg 
became the dominant trading center in the region. 
The location of the city, as a port on the Rhine 
and as a city on the trade route from Paris to 
Vienna and then on to Asia, proved vital to the 
increase in trade activity. Goods from England, 
Switzerland, the Netherlands, and Scandinavia 
were available to the inhabitants or were shipped 
throughout the region. 

As the German empire’s power diminished, 
the French attempted to gain control over the re- 
gions of Alsace and Lorraine but failed, primarily 
because of their involvement in the Hundred 
Years’ War against England. In 1469, Duke 
Sigismund of Hapsburg sold the Upper Alsace to 
Charles of Burgundy, even though the inhabitants 
continued to pay taxes to the German emperor— 
an important concession that allowed the Ger- 
mans to retain control over the region. The French 
were finally able to conquer the region in 1639 to 


prevent the Spanish Hapsburgs from gaining the 
territory as a route to their northern possession 
of the Netherlands. Fought within the context of 
the Thirty Years’ War, the local population suf- 
fered the most. The French eventually gained 
control of the region, but after the outbreak of the 
French Revolution, the inhabitants of Alsace re- 
jected the rule of the Jacobins and aligned them- 
selves with Germany. 

Napoléon Bonaparte’s occupation of the area 
in 1814 and 1815 severely disrupted trade 
throughout the region as the new trade routes 
along the Atlantic coast replaced the traditional 
overland route. Many of the inhabitants of the 
region fled before Napoléon’s army, and although 
some eventually returned, many discovered that 
their property had been confiscated and so they 
were forced to seek a new life in Russia and North 
America, with many migrating to the town of 
Castroville in the Republic of Texas. After the 
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Franco-Prussian War (1870-1871), the region of 
Alsace was ceded to the recently unified Germany 
and incorporated with Lorraine to became known 
as Alsace-Lorraine. The Germans controlled this 
area until after World War I when Alsace was re- 
turned to the French. The Germans reconquered 
the area during World War II, but at the conclu- 
sion of the war France once again regained con- 
trol of the region. 

One of the primary reasons for the German 
and French desires to control Alsace-Lorraine is 
because of its port and the coal mines (which were 
essential for the production of steel). The dispute 
between France and Germany over the region 
prompted the idea of a European economic union 
that has become known today as the European 
Union. Lorraine is the heavy industry portion of 
the region; in 1999, its coal mines produced 72 per- 
cent of France’s coal supply. As these mines are 
depleted, the area is shifting toward the produc- 
tion of high-technology products, including lasers 
and telecommunications. Alsace, with its port city, 
played a vital role in the coal industry, but as 
Lorraine adapts to new economic activities, Alsace 
does as well. The region continues to attract for- 
eign companies, including many from the United 
States. The primary focus of trade has become ad- 
vanced electronics for medical technology and in- 
dustry, chemicals, and computer software. 


Cynthia Clark Northrup 


See also: Carolingian Empire; German Empires; Napoleonic 
Wars. 
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AMAZON RIVER 


A river, 4,000 miles long, that begins on the 
inter-Andean plateau near the Pacific Ocean and 
descends through Peru and Brazil before emp- 
tying into the Atlantic Ocean on the equator. 


Waters from 5° North to 20° South latitude drain 
into the Amazon River, creating a drainage area 
of over 2.7 million square miles. Throughout 
most of human history, the Amazon River has 
remained isolated because of its thick forests and 
dangerous waters. Only a few indigenous 
peoples lived close to the river when Europeans 
first arrived in 1500. In 1540-1541, the Spanish 
explorer Francisco de Orellana journeyed down 
the river from the Napo. His tales of strong fe- 
male warriors resulted in the river being named 
the Amazon after the legendary female fighters 
in ancient Roman folklore. In 1559, the Spanish 
conducted another expedition, but it was not 
until 1637 when the Portuguese explorer Pedro 
Teixeira explored upstream that the river was 
truly opened up. 

The invention of the steamboat in the early 
1800s made the task of exploring the river easier. 
In 1850, Emperor Dom Pedro II authorized steam 
navigation on the river and the Compania de 
Navigacao e Commercio do Amazonas was 
formed in Rio de Janeiro in 1852. Regular voy- 
ages were scheduled with as many as two trips a 
month on some areas of the river and only an- 
nual trips to more remote areas. The government 
funded these regularly scheduled trips. Before 
long several other steamboat companies formed, 
some serving areas not covered by the govern- 
ment-backed company. After the English-owned 
Amazon Steam Navigation Company succeeded 
the Spanish company in the late 1800s, the main 
export from the Amazon River became rubber. 
Other products included cacao, Brazil nuts, and 
a few other minor items such as medicinal plants 
and vegetable oils. 

By the 1930s, the Japanese had begun to de- 
velop jute and pepper plantations in the area. 
After World War II, several private and govern- 
mental bodies began exploring the idea of devel- 
oping the Amazon River valley and its huge 
hydroelectric potential. But true development did 
not occur until the 1960s when the Brazilian gov- 
ernment started offering tax incentives for the 
development of the area and began construction 
of the Trans-Amazon Highway and two rail lines. 
The availability of transportation has resulted in 
the exporting of manganese and iron ore from 
the region. New roads have since been con- 


The Amazon River is a critical source of food and transport for the native peoples of equatorial South America, including this Brazilian 
shown shooting fish. (Library of Congress) 


structed, forests cleared, and land settled. This 
process has destroyed a large portion of the rain 
forest and has led to protests from environmen- 
tal groups, who consider this destruction to play 
a part in global warming. 

Inhabitants of the region have a diet that pri- 
marily depends on river fish. When possible, im- 
ports include canned goods, and only rarely do 
the people have the opportunity to eat beef or 
vegetables. As the region continues to develop, 
these items will be more in demand. 


Cynthia Clark Northrup 


See also: Brazil. 
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AMBER 


A stone-like substance composed of fossilized 
tree resin. 


The most common color of amber is yellow, but 
red, green, and blue varieties also exist. Amber 
was produced millions of years ago by a number 
of now-extinct species of trees, mostly conifers. 
More recently hardened resins are called copals. 
Amber is found primarily in the Baltic region, 
England, parts of the Mediterranean, Meso- 
america, and Southeast Asia. Rich amber deposits 
have also been discovered in New Jersey. 
Amber has long been prized for its decorative 
value; indeed, it may be among the first substances 
used solely for decorative purposes. It was used 
extensively in ornaments in Europe from Pale- 
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Amber, which is fossilized tree resin, has been a prized trading com- 
modity since ancient times. Easily carved and of a beautiful golden 
hue, it is often used for jewelry and figurines, as in this first-century 
Roman bear, found in a Gallic tomb in modern-day Nimégue, France. 
(The Art Archive/Provincial Museum G M Kam Nijmegen Netherlands/Dagli Orti) 


olithic times and was a major commodity of trade 
for those living along the “Amber Coast” of the 
Baltic. The Greeks and Romans used it extensively 
in their jewelry, and some Mediterranean cultures 
had ritual purposes for it as well. It was one of the 
major trade items trafficked by north European 
peoples to the Mediterranean world. In ancient 
times, amber was traded along several routes, the 
most famous being the “Amber Route” from the 
Baltic through central Europe and into Greece. 
Today, it is used primarily for jewelry and other 
ornaments; however, it does possess some indus- 
trial uses. Amber is a source of acetic, butyric, va- 
leric, and other types of acids as well as amber oil. 
When rubbed with a cloth, amber becomes 
charged with static electricity. The Greek Thales 
recorded this property, and the very word “elec- 
tricity” derives from the ancient Greek for amber 
(elektron). Besides these characteristics, scientists 
prize amber because it often contains bits of plant 
and animal matter and even entire animals pre- 
served inside of it, DNA and all. Some specimens 
date back as far as 100 million years, allowing sci- 
entists to study extinct species in great detail. 


Brian M. Gottesman 
See also: Amber Routes; Gemstones. 
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AMBER ROUTES 


A historical trade route from northern to south- 
ern Europe that supplied the Mediterranean 
with the semiprecious material amber. 


The amber trade appears to have been established 
early, with evidence suggesting a beginning 5,000 
years ago. Amber is found in Egyptian and Minoan 
tombs dating back as far as 3000 B.c.z. Organic prop- 
erties are contained in amber that identify its point 
of origin, so some amber can be positively identi- 
fied as having come from northern Europe. 

Amber is the fossilized resin (sap) of ancient 
conifer trees that forested the shores of the Baltic 
Sea between 40 and 60 million years ago. Although 
it is an organic substance, amber is treated as a gem 
and can be carved into different shapes and then 
inset into jewelry. While valuable, it has never com- 
manded the exorbitant prices of true gemstones 
such as diamonds or emeralds. Amber occurs in 
concentrated amounts only in northern Europe 
along the Baltic Sea coastline. The remains of this 
ancient forest now lie beneath the present-day land 
and sea surface. Early amber exploitation involved 
nothing more than collecting clumps of amber that 
washed up on the beach (shaken loose from un- 
der the sea floor) or shallow digging. 

The Jutland peninsula (present-day Denmark) 
was one center of amber collection, as was the 
western Baltic Sea area that comprises the coun- 
tries of Latvia, Lithuania, and Estonia. Portions of 
modern-day Germany, Poland, and Sweden are 
also included in the Baltic amber-producing area. 
Those Nordic, Germanic, Celtic, and Slavic tribes 
that lived in this region incorporated amber into 
their art, culture, and religion. What was not used 
inside these societies was exported (usually in an 
unfinished state) as a trade item to the wealthier 
and more culturally advanced peoples south of 
Europe. 

There have been several different amber 
routes over time. The initial route hugged the 
coast of the Baltic and North Seas until it reached 
Britain, where it was transported to the Mediter- 
ranean by ship. The two mainland amber routes 
had to deal with the forbidding barrier of the Alps 
between northern and southern Europe. The ini- 
tial land amber route ran east, away from the Alps 
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Amber Route, 500 B.c.c. 


Mined since the pre-Roman era on the Jutland Peninsula (now Denmark) and the eastern 


Baltic regions (now Estonia, Latvia, and Lithuania), amber was a prized material in the manufacturing of jewelry and 


ornamental objects. (Mark Stein Studios) 


and along the Danube River to the Black Sea. The 
amber was then loaded onto ships and reached 
the peoples living along the Black Sea shores, in- 
cluding the ancient Greeks. A purely overland 
route from the Baltic through the Alps to the 
Adriatic Sea port of Aquileia developed during 
the Roman empire. Roman stability, safety, and 
roads made this route possible. 

One of the earliest customers seems to have 
been the Minoans, who dispersed the organic gem 
along their trading routes in Egypt, Asia Minor, and 
the Levant. Occasionally, the amber found its way 
into the great East-West trade routes and appeared 
in unlikely places far from its north European home- 
land. Amber has been found among Mesopotamian 
artifacts dating to 900 B.c.z. The skilled craftsmen in 
these countries fashioned the amber from its shape- 
less natural state into personal adornments for the 
rich and elite classes in their societies. 

The ancient Greeks were avid consumers of 
amber in jewelry and amulets. Amber is found in 
many Greek graves among other personal orna- 
ments of the wealthy and powerful. In addition, 
many classical texts from the era ascribe magical 


properties or healing powers to amber. The Ro- 
mans inherited much of the Greek civilization, 
including art, mythology, and the use of amber. 
The Romans initially acquired amber by simply 
stealing it from the Greeks. When this source of 
amber ran out, the Romans turned to trade. 

The ultimate source of this beautiful substance 
had always been mysterious to south Europeans, 
and the Romans knew only that it originated in 
northern Europe. Seeking direct access to amber, 
as well as probably harboring ambition to cap- 
ture its source, the Roman emperor Nero sent a 
military expedition north. The expedition success- 
fully returned with amber, but reported that it lay 
too far to the north to come under imperial con- 
trol. In addition, the warlike Celts controlled the 
northern lands, so the Romans would have to 
obtain amber through these expeditions. 

The Romans were able to travel efficiently to 
the north, so to this end, they built the aptly 
named Amber Road around 14 c.k. This road led 
from the trading town of Aquileia to the banks of 
the Danube River. Though the road was named 
after the amber trade, it was also intended for 


32 AMBER ROUTES 


general commerce and the extension of political 
control. Amber declined in use after the fall of 
Rome and the ensuing Dark Ages. After a small 
revival in the Middle Ages, it became popular 
again only after the seventeenth century, long 
after the amber routes had brought roads and 
knowledge to northern Europe. 


IMPACT ON ECONOMIC 
DEVELOPMENT AND 
KNOWLEDGE DIFFUSION 


The amber routes and the Amber Road brought 
not only trade between distant peoples, but also 
economic development and the diffusion of 
knowledge. The amber trade may have led to the 
beginning of the Bronze Age in northern Europe, 
as the earliest amber traders brought iron ore and 
metallurgic knowledge back with them around 
1800 b.c.z. In a larger sense, the amber routes in- 
dicate the existence of North-South trade and, 
by inference, cultural exchange in Europe. The 
imperishable amber lost along the routes and 
stockpiled in tombs has remained, while the furs 
and other perishable goods from the North have 
vanished. 

The amber routes established roads and de- 
velopment in many places, most notably in the 
Baltic and eastern Europe. Although many of the 
routes used by amber traders followed well-worn 
traditional paths, the quest for amber caused 
heavier and more constant use. Bridges, inns, and 
villages were founded along the route. These 
settlements often faded away but occasionally 
they survived and contributed to the economic 
and cultural development of the Baltic, eastern 
Europe, and northern Italy. 


Charles Allan 


See also: Black Sea; European Trade, Intracontinental; Roman 
Empire. 
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AMERICAN FEDERATION OF 
LABOR-CONGRESS OF 
INDUSTRIAL ORGANIZATIONS 


Established in 1955 with the merger of the 
two largest labor organizations in the United 
States. 


The Federation of Organized Trades and Labor 
Unions was established in 1881 and then reorga- 
nized as the American Federation of Labor (AFL) 
in 1886 by Samuel Gompers, who led it for most 
of the next four decades. The AFL operated as a 
federation of independent labor unions—an um- 
brella group that sought to unite a range of occu- 
pational-based unions, coordinate their activities, 
and serve as the voice of organized labor. The 
AFL's success and permanence has been linked 
to its pursuit of “bread and butter” unionisms— 
always seeking first the economic betterment of 
its members, rather than aiming to reorganize all 
of society as other socialist, utopian, and radical 
labor organizations have done. Most AFL mem- 
bers were skilled craftsmen, and they achieved 
their objectives by building little labor monopo- 
lies and winning concessions (such as higher 
wages and shorter workdays) from employers 
because of their ability to withhold their hard- 
to-replace labor from employers by calling a 
strike. 

The AFL grew steadily until the end of World 
War I, with membership climbing from 48,000 in 
1881 to 868,000 in 1900 and 4 million in 1920. Mem- 
bership gains became especially strong during 
World War I as the AFL placed its support behind 
President Woodrow Wilson and gained a role in 
anumber of important war-related agencies, such 
as the National War Labor Board. However, the 
1920s brought a concerted effort by employers to 
resist the unionization of workers, and member- 
ship fell. The Great Depression and the New Deal 
brought legislation that made it much easier for 
workers to form unions, especially the Wagner 
Act, which established the National Labor Rela- 
tions Board in 1935. Several labor leaders com- 
plained that the AFL was not doing enough to 
unionize the less-skilled workers in basic indus- 
tries, such as steel and auto. They broke away 
from the AFL to form the Congress of Industrial 
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The largest trade federation in the United States, the American Federation of Labor—Congress of Industrial Organizations has faced a 
decline in membership and political influence since this photo of then-president George Meany (right) and National Association for the 
Advancement of Colored People leader Roy Wilkins was taken at a 1970 banquet. (Library of Congress) 


Organizations (CIO; originally the Committee for 
Industrial Organization) in 1935. A rivalry, some- 
times bitter, followed for the next two decades, 
but both organizations rapidly increased their 
membership, and the share of a unionized labor 
force hit its all-time peak at the end of World War 
II (35.5 percent in 1945). From the 1930s to the 
1960s, the AFL, the CIO, and the AFL-CIO oper- 
ated as major players in American politics, gener- 
ally pushing the expanded government programs 
of the New Deal and Great Society eras. How- 
ever, their economic and political strength waned 
in the last third of the twentieth century, with the 
unionization rate falling from 24.7 percent (1980) 
to 13.5 percent (2000). 

Unions have had mixed emotions about in- 
ternational trade. Those representing workers in 
export industries tend to favor free trade, as have 


many representing workers in nontrading sectors 
—such as construction and services—who often 
benefit from lower import prices. Unionized 
workers in import-competing industries often fa- 
vor tariffs for their industries, in order to protect 
their wages and jobs. 

From 1882 to the late 1940s, the AFL's official 
stance on tariffs and trade restriction remained 
neutral. As AFL president William Green stated 
in 1929, the AFL “has never committed itself to 
the support of a protective tariff or free trade. We 
have avoided most scrupulously and carefully this 
controversial field.” However, individual unions 
within the AFL remained free to pursue their own 
interests concerning tariffs and often lobbied for 
protection. Most prominently under the leader- 
ship of Matthew Woll, a vice president of the AFL, 
a group of unions in import-competing industries 
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organized America’s Wage-Earners’ Protective 
Conference (independent of the AFL) in the late 
1920s to support the Smoot-Hawley Tariff and 
similar measures. 

However, after World War II both the AFL and 
the CIO began to weigh in on the side of freer 
trade, supporting tariff reductions except where 
individual member unions felt threatened. In this 
period, since productivity in American industry 
remained so much higher than anywhere else, 
few unions felt threatened by imports and free 
trade was seen as an important part of an overall 
strategy of promoting international peace and de- 
velopment in the face of the Soviet threat. George 
Meany, who became the AFL-CIO president af- 
ter the merger in 1955, went as far as to say that 
“America cannot prosper alone, our prospects in- 
creasingly depend on export of farm commodi- 
ties and industrial products abroad. .. . Our ability 
to produce is increasingly dependent on the sup- 
ply of raw material from across the seas . . . for- 
eign trade has become the balance wheel which 
keeps .. . the forward motion of our country’s 
economic machine.” 

During the 1960s, the tide began to turn again 
as more unions feared the effects of international 
competition. As late as 1968, the AFL-CIO backed 
the tariff reductions of the Kennedy Round of the 
General Agreement on Tariffs and Trade negotia- 
tions, but it pushed strongly for protection of spe- 
cific industries and the enforcement of “fair” labor 
standards, which would have forced America’s 
trading partners to match its labor costs. In the 
1970s, AFL-CIO leaders, complaining that multi- 
national corporations had become a menace and 
were exporting American jobs, began to back ever 
more protectionist measures. By the 1990s, the 
AFL-CIO had become one of the strongest oppo- 
nents of free trade in the country, unsuccessfully 
throwing its full weight against the passage of the 
North American Free Trade Agreement, fearful 
that the agreement would presage global free 
trade. Officials essentially argued that it would 
be harder for their members to maintain any 
union wage premium if consumers and employ- 
ers had the ability to substitute away from higher- 
priced union labor. 


Robert Whaples 


See also: General Agreement on Tariffs and Trade; North 
American Free Trade Agreement. 
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AMERICAN REVOLUTION 


War that resulted in independence from Brit- 
ish rule for American colonies. 


When the French and Indian War ended in 1763, 
the American colonies seemed nicely situated 
within the British Empire. As part of that empire, 
they enjoyed the protection of the British military, 
relatively low taxes, an internal economy that was 
strong and left alone by Britain, and had a guar- 
anteed trading partner in Britain. Between 1702 
and 1772, British trade tripled and turned away 
from Europe. Non-European trade in 1776 was 
two-thirds of the British total. Exports to the West 
Indies and America increased fivefold between 
1700 and 1763, and imports increased fourfold. 
Because the colonies imported finished goods and 
exported raw materials, the balance of trade 
strongly favored England. In 1759, New England’s 
exports were typically valued at 38,000 pounds 
while imports cost 600,000 pounds. Income from 
smuggling helped to lessen the difference. 

The colonial economy was built on the exports 
of grain and other raw materials and the import 
of finished goods. All Britain asked in return was 
observance of the parliamentary regulations con- 
cerning trade: the Navigation Acts. The require- 
ments were that trade had to take place on ships 
owned, built, and manned by British citizens. 
Another compensation was that the New England 
shipping industry was protected from competi- 
tion because it was British by definition. 

Various acts enumerated goods that had to pass 
through British ports en route to their final desti- 
nation. When the British began to impose new fees 
and taxes and enforce the laws against trade with 
the non-British Caribbean (the unofficial trade of 
the colonies), shippers suffered, especially those in 


Fighting in part to win the right to freely trade with the world, Ameri- 
can colonists were aided in their revolution by the French. Here, 
George Washington greets Comte de Rochambeau, commander 
of French forces allied with American patriots. 

(© North Wind Picture Archives) 


New England. The deteriorating political situation 
resulted in the American Revolution, and the 
American economy suffered greatly during the war. 

The colonials assumed that Britain was so de- 
pendent on their trade that the war would be 
short and end with a resumption of prewar trade 
patterns. They expected their nonimportation and 
nonconsumption agreements of 1774 and 1775 to 
force the British into an economic crisis that, with 
Britain’s other difficulties associated with fight- 
ing a war across the Atlantic, would bring success 
to the colonial cause. What happened instead was 
that the British controlled the Atlantic, stifled 
American trade, and brought the economy to 
barely 30 percent of its prewar size. 


WAR’S IMPACT ON TRADE 


At the war’s onset, British North America pro- 
duced extensive agricultural surpluses and all 
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colonies were self-sufficient when it came to food 
and life’s necessities (except for some parts of New 
England that had to import some wheat and 
flour), and the 1775 exports reached 23 percent of 
production. The war years (1778-1780) were a 
time of declining harvest, and therefore surplus, 
in all grain-producing regions from New York to 
Virginia/Maryland. The shrinking surplus of a 
tradable commodity came about for several rea- 
sons, including pests such as the Hessian fly that 
spread in 1777 from Long Island. Compounding 
the shrinkage was the shift from wheat, a cash 
crop, to corn, for internal consumption, as Vir- 
ginia farmers sought increased self-sufficiency. 

Ninety percent of Americans were farmers, 
struggling because of the prewar boycotts, then 
from the war itself because of capital destruction 
and the loss of slaves. After the British subsidy 
was discontinued, they found indigo unprofitable 
to cultivate. The farmers had difficulty convert- 
ing rice for internal use, but exchanged the rais- 
ing of tobacco for grain and livestock and aimed 
to achieve self-sufficiency in hemp or flax. Tobacco 
managed to get through the British obstacles to 
reach overseas markets. The army did accept some 
farmers, but exemptions and hiring of substitutes 
minimized that. 

The Western producers faced the difficulty of 
transporting frontier surpluses to the armies and 
cities of the East, and local distillers paid premium 
prices. In the South, the available rice exports 
declined because of the British disruption of sla- 
very in the rice region, especially after the taking 
of Georgia and South Carolina in 1780 and the 
problem of loyalist privateers hampering the pas- 
sage of ships to the eastern ports. The French, who 
provided specie, did so by exchanging currency 
for grain to feed their troops, grain needed by the 
American export and local markets. 

The Royal Navy threatened New England 
first, then impeded trade through all major Ameri- 
can ports after 1776. Foreign shipping helped but 
did not overcome the decline in American ship- 
ping due to the British presence. Alternative mar- 
kets were unattractive or unavailable. French 
imports were higher priced and of lesser quality. 
Credit was harder to obtain. The French lacked 
marketing networks and language skills. Their 
desired return cargo was tobacco, which was 


36 AMERICAN REVOLUTION 


scarce and expensive. In sum, the French trade 
was too expensive, and after the war was over 
the Americans would seek to reestablish the Brit- 
ish link for textiles and manufactured goods. 

The American governments tried to build 
deepwater navies as well as ships to protect their 
coasts and harbors. Manpower and financing 
were short, as were armaments and copper bot- 
toms and ships stores. American traders tried to 
reduce risk by shipping more smaller and faster 
ships, which took more crew per ton of cargo, 
exacerbating the manpower shortage and raising 
the cost of each voyage. 

Still, the major problem was that the British 
could take a port almost at will, disrupting old 
trade networks. Wage and price controls were 
ineffective. Between the autumn of 1778 and the 
spring of 1780, the American economies were 
near collapse. Jean Baptiste Donatien de Vimeur, 
comte de Rochambeau, came just in time to save 
the New England economy, then the Delaware 
and Chesapeake regions. In 1781, Philadelphia’s 
tonnage was up to 42 percent of its level before 
the war, and the army at Yorktown had increased 
supplies, even as the British blockade continued. 
By then, the British grew tired of the war. 

The British navy reduced trade while Con- 
gress and states made bad monetary decisions 
that led to rampant inflation. Because imports 
waned, currency was free to enter the economy 
to pay for the war in the absence of state tax in- 
creases, especially since the lack of tax increases 
raised the threat of inflation, encouraging the 
spending of money before it depreciated. Infla- 
tion reduced investment, and thus production. 
Production fell, trade fell, income fell. 

There was a thin margin between the end of 
the war and the end of the economy. The French 
under Rochambeau provided a vital infusion of 
hard currency as payment for the provisions their 
army needed, while the Spanish provided a grain 
market in Cuba. The economy perked up a bit in 
1781-1782 because of these payments. 


LEGACY OF THE WAR 
The American economy remained fragmented 


after the war, with the British troops still on Ameri- 
can soil and in American waters, the port of New 


Orleans closed by the Spanish, the army in 1784 
virtually nil at 100 strong, and outstanding debts 
remaining without any clear decision as to how 
and which to pay. The Confederation was weak. 

From 1784 to 1786, the overwhelming nega- 
tive trade balance led to a recession. British im- 
ports were extremely expensive, bleeding 
American currency overseas. Congress lacked the 
power to tax, so the loss of currency fueled a cash 
shortage in the United States. Congress had no 
power to enact tariffs to control foreign trade. The 
bright news in 1784 was that the eastern ports 
were open again. 

Unfortunately, the ships sailing from eastern 
ports lacked the secure destinations they had en- 
joyed before the war. British mercantilism, which 
had sheltered Americans, now excluded them 
from British ports, British territory, and from old- 
time trading partners, routes, and networks. 
Also, British power intimidated other nations 
from opening trade with the United States—the 
chance of retaliation was sufficient deterrence. 
When American goods did enter British ports, 
they faced the same high duties that Europeans 
suffered. In addition, the British Orders in Coun- 
cil of 1783 prohibited American ships carrying 
certain goods from entering the Caribbean trade, 
hurting northern shippers. Shipbuilding also 
suffered. 

Since Congress lacked powers to tax or regu- 
late, it was helpless to build an economy to re- 
place what disappeared during the war. With no 
national guidance or control, the states began 
making their own deals, creating their own cur- 
rencies as they once had, setting their own tariff 
schedules, writing laws that violated the peace 
treaty with Britain, and stifling efforts of nation- 
alists such as Alexander Hamilton and James 
Madison to give the taxing power to the Congress. 
The national debt, including foreign debt, soared 
from $11 million to $28 million. Throughout the 
war and after, inflation got to the point that the 
derogation was “Not worth a Continental.” Rob- 
ert Morris’s failure to establish a national bank 
led him to resign in disgust in 1784. 

The British blockade and general naval supe- 
riority obstructed agriculture and trade, weaken- 
ing the American ability to finance the war. An 
increase in agricultural production in 1781 was a 


factor in the American victory (along with British 
incompetence), but the war won only political 
independence—economic independence, that is, 
the establishment of a national economy, required 
a second war, in 1812. 


John Barnhill 


See also: British Empire; Navigation Laws; United States. 
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AMSTERDAM 
The capital of the Netherlands. 


The city of Amsterdam was founded at a dam on 
the Amstel River at the end of the twelfth cen- 
tury from which it derived its first name 
“Amstelledamme.” Most of the farmland had been 
lost during floods in the twelfth century, and the 
people of Amsterdam had to look for other means 
of living, such as crafts, shipping, and fishing. The 
dam provided the city with a natural harbor, and 
over the course of time the people increasingly 
concentrated on trade. The fourteenth century 
and the first half of the fifteenth century were 
times that witnessed a gradual rise in trade, which 
came as a result of commerce with the coastal re- 
gions of the North Sea and the Baltic countries. 
Eventually, following the struggles of controlling 
Baltic trade at the end of the fifteenth century, 
Amsterdam became the main staple market for 
grain and other products from the Baltics. This 
was one of the important reasons behind 
Amsterdam’s commercial success and its contin- 
ued development in the following centuries. 
The golden age of Amsterdam began when 
Antwerp, its trading rival, was captured by the 
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Sometimes called the Venice of the North, for its many canals, 
Amsterdam rose to prominence with the spread of Dutch trade in 
the sixteenth and seventeenth centuries. (Library of Congress) 


Spanish during the war of liberation by the Dutch 
against the Spanish occupation. An unprec- 
edented economic growth and cultural develop- 
ment took place during the seventeenth century, 
with the population increasing to more than 
100,000 within the city walls. Amsterdam became 
the world’s leading port and commercial center, 
with the Dutch owning most of the shipping in 
northern Europe. 

The expansion of the trade routes and settle- 
ments in Asia and the Americas brought about 
the establishment of the Dutch East India Com- 
pany in 1602 and the East India Company in 1621. 
Besides these, Amsterdam became the financial 
capital of the world with the establishment of the 
Amsterdam Exchange Bank in 1609 to facilitate 
financial transactions. Throughout the seven- 
teenth century, Amsterdam maintained its status 
as a commercial, financial, and cultural center of 
Europe. By the eighteenth century, the growth 
of Amsterdam had slowed down and the Conti- 
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nental System imposed in 1806 by Napoléon 
Bonaparte brought trade to a near standstill. 

In 1831, King William I of Orange attempted 
to elevate the position of Amsterdam, and with 
the establishment of the Dutch Trading Company, 
Amsterdam became a focus of trade in tropical 
goods from the Dutch Indies once again. These 
developments were paralleled by the improve- 
ment of the infrastructure of Amsterdam harbor 
and helped Amsterdam to resume its former sta- 
tus, though more as an industrial center and rela- 
tively less as a commercial center. Two world wars 
and the crisis of the 1930s hit the internationally 
oriented port of Amsterdam in particular. After 
World War II, Amsterdam slowly recovered. To- 
day, Amsterdam is still a major port with access 
to the North Sea and an international center for 
financial services as it serves as a headquarters 
for several multinationals. Trade and communi- 
cations move through the international airport of 
Schiphol, the second port of Amsterdam. 


Esra LaGro 
See also: Dutch. 
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ANGLO-DUTCH WARS 


A series of three wars based on commercial 
rivialry. 


By the mid-seventeenth century, the overseas na- 
val and expanding trade interests of England and 
the Dutch Republic in the Americas, Africa, and 
East Asia were on a collision course, exacerbated 
by the passage of the Navigation Acts by the 
Commonwealth government of Oliver Crom- 
well, which restricted English colonies to trade 
only with their home country. The first Anglo- 
Dutch War (1652-1654) established the English 
navy as the controlling power in the English 
Channel. 

The second Anglo-Dutch War (1665-1667) 
took place under entirely different political cir- 


In their struggle to control world trade, the English and Dutch fought 
three wars in the second half of the seventeenth century. Admiral 
Michael de Ruyter led the Dutch to several naval victories before 
his death in battle against a French fleet off Sicily in 1676. 

(© Topham/The Image Works) 


cumstances. The restored English monarch, 
Charles II, faced a resurgent Dutch navy under 
Admiral Michael de Ruyter, which defeated the 
English fleet at the Four Days Battle in 1666 and 
humiliated the English by conducting a raid up 
the Thames in June 1667, during which the Dutch 
captured the English flagship Royal Charles and 
burned the shipbuilding and dock facilities on the 
Medway. In retaliation, the English seized Dutch 
possessions in North America (including New 
Netherlands and New Amsterdam, renamed for 
James, duke of York, as the colony and settlement 
of New York, respectively) and two slave for- 
tresses in West Africa. Faced with the growing fi- 
nancial pressure of maintaining large navies and 
an outbreak of plague in London, both the Dutch 
and English agreed to the Treaty of Breda in 1667, 
in which the Dutch gave New York to the En- 
glish in exchange for Suriname. This war also saw 
the English encourage privateers like Henry Mor- 


gan to raid Spanish and Dutch Caribbean islands 
and wreak havoc in South America. 

The third Anglo-Dutch War broke out in 1672, 
spurred by the secret Anglo-French Treaty of 
Dover. When Louis XIV of France invaded the 
Netherlands, he pressured Charles II to join him, 
along with the German states of Muenster and 
Cologne. The Dutch fleet, aided by the deliberate 
flooding caused by the breaking of dikes around 
Amsterdam, held out under the leadership of 
William III of Orange, the new, young stadtholder. 
This war proved unpopular with the English pub- 
lic, who disliked an alliance with Catholic France 
against the Protestant Netherlands. Without par- 
liamentary support, Charles II lacked the money 
to continue the war, so he concluded a treaty in 
1674 and sealed it with the marriage of Princess 
Mary Stuart to William III. 

The vicious contest between the Dutch and 
British East India Companies for control of lucra- 
tive trade routes and possessions in the Americas 
and the Far East, as well as the political strategies 
of Louis XIV and Charles II, brought about these 
wars, which ironically ended when the overthrow 
and abdication of James II of England led to the 
accession of William III and his wife Mary II as 
king and queen of England, uniting British and 
Dutch trade and military interests against France. 


Margaret Sankey 
See also: Navigation Laws. 
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ANIMALS 


Beasts of burden for traders and prized com- 
modities throughout the history of humanity. 


Animals have been used to transport goods from 
one location to another since the beginning of 
time. As the trade routes developed and ex- 
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panded, camels became the beast of choice. Ca- 
pable of covering large distances with few stops 
for food and water, they were ideally suited for 
travel across the deserts of North Africa, Central 
Asia, and the Middle East, where there was a lack 
of navigable rivers. Camels can travel up to nine 
days without water and even longer without 
food, but then they must rest for up to a month 
after the journey to replenish the fat stored in their 
humps. Normally, caravans traveled between 
thirty-five and fifty-five days to reach their desti- 
nations. 

Camels have been used to transport goods 
since 3000 B.c.£., but widespread use did not oc- 
cur until after the invention of the Arabian camel 
saddle around 500 .c.z. Capable of carrying up 
to 500 pounds, the camel was used to transport 
luxury items such as spices, salt, and silk instead 
of bulk items such as cotton or wood. 

In grassy regions, the primary animals of 
transport were horses, mules, or donkeys. These 
animals were ideally suited for rugged terrain but 
were also used on the plains areas where carts or 
wagons allowed the transport of bulk items over 
shorter distances. The transport of large groups 
of people usually occurred on horses. 

Animals were not only beasts of burden, but 
were also highly prized commodities themselves. 
Camels, for instance, were bred in the Middle East 
and sold to outlaying areas in Africa and Central 
Asia. Horses have always been valuable. In Eu- 
rope, the noble class owned horses, while other 
cultures such as the American Indian, after the 
introduction of the horse to the New World, and 
the Mongols valued the horse as a means of trans- 
portation as they migrated over vast areas. In the 
United States, the horse was so valuable that horse 
theft was punishable by hanging. 

Other animals that were traded from one re- 
gion to another included the more exotic species. 
Leopards and cheetahs from Africa were sold to 
the pharaohs. Elephants from India, Asia, and 
Africa were sold to the Romans. Merchants from 
the Far East even carried silk worms to Constan- 
tinople, where the government established silk 
factories during the Middle Ages. 

Although live animals yielded a large profit, 
the sale of animal hides became the primary 
method of trade in animals. Skins were often used 
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as clothing, especially in the colder regions, so 
their value could not be underestimated. The Ital- 
ian merchant Pegolotti recorded that sheep, foxes, 
sables, ermines, fitches, wolf skins, deerskins, and 
even horsehides were traded between Europe 
and Asia. These same animals were traded in 
other parts of the world as well, such as in North 
America. 

Records as to the number of animals slaugh- 
tered for their fur do not exist from the ancient or 
medieval periods, but sources do indicate that the 
trade was substantial. The market for furs provided 
the incentive for the French to establish trading 
posts in the New World, where Indians exchanged 
the pelts for items such as glass beads, whiskey, or 
metal objects. Although the French did not settle 
large numbers of colonists in Canada and the Ohio 
Valley region, the trade was profitable enough to 
fight the British colonists over possession of the 
area. The Dutch also established trading posts in 
New Netherlands (later renamed New York), as 
did the Swedes in New Sweden (later renamed 


Delaware) for furs. The English conquered both of 
these colonies in 1664 and 1681, respectively. 

As hunters moved further into the interior of 
the North American continent, they began trap- 
ping foxes, coyotes, raccoons, badgers, minks, and 
rabbits as well as beaver. Bison became the ani- 
mal of choice (for their hides and tongues) for 
hunters as the railroads spread across the Great 
Plains. In the early 1800s, approximately 65 mil- 
lion bison roamed throughout North America, but 
extensive hunting of this animal reduced its num- 
bers to 1,000 by 1890. In an effort to protect the 
species, the U.S. Congress passed the Lacey Act 
in 1894, which imposed a $1,000 fine on anyone 
who shot a bison. By 2000, the number of bison 
had increased to 300,000 in the United States and 
Canada, and that number is expected to qua- 
druple by 2010. 

The same problem of overhunting occurred 
in the late 1800s and 1900s in other regions. In 
Africa and Central Asia, elephants were hunted 
just for their ivory tusks. In many countries, the 


Capable of covering large distances with few stops for food and water, camels were ideally suited for travel and trade across the deserts of 
North Africa, Central Asia, and the Middle East, where there was a lack of navigable rivers. Depicted here is a camel caravan carrying 
thorns for fodder on the Golodnaya Steppe. (Library of Congress) 


Before being largely banned in the second half of the twentieth 
century, ivory—used in everything from piano keys to false teeth— 
was one of the most valuable trading commodities in sub-Saharan 
Africa. In this late nineteenth- or early twentieth-century photo, na- 
tives of Dar es Salaam, Tanganyika (now Tanzania), display tusks 
from elephants, which served as a major source of ivory. 

(Library of Congress) 


killing of elephants has been prohibited. Even 
though large national preserves serve to protect 
many of these animals, poachers still continue to 
kill them, because the price of the ivory outweighs 
the risk of being caught and fined. 

The fur industry has remained an important 
sector in international trade throughout the twen- 
tieth and early twenty-first centuries. Sixty-five 
percent of animals used for furs are raised on fur 
farms in northern Europe and 13 percentin North 
America. Other countries that produce furs are 
Argentina, the Baltic States, China, Russia, and 
the Ukraine. These furs are auctioned at one of 
the large auction houses in Copenhagen, the 
Netherlands; Helsinki, Finland; Oslo, Sweden; 
Saint Petersburg, Russia; Seattle, Washington; or 
Toronto, Canada. In 2001 and 2002, the amount 
brought by furs sold totaled $11 billion. Fur is 
Denmark's third largest export. In Finland, 50 
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percent of the farmers rely on the fur trade as their 
only source of income. Clothing manufacturers 
in Hong Kong export over $230 million in fur ev- 
ery year. In North America, the fur trade contrib- 
utes $1.5 billion to the U.S. economy and $800 
million to the Canadian economy. Although some 
animal rights organizations have attempted to 
end the use of fur, sales since 1997 have actually 


increased. 
Cynthia Clark Northrup 


See also: Caravans; Donkeys; Pegolotti, Francesco Balducci; 
Silk Road. 
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APPIAN WAY 


The oldest and most famous of the Roman 
empire’s vast network of roads. 


Construction of the Appian Way began in 312 B.c.£. 
under the direction of the Roman statesman 
Appius Claudius, who also supervised construc- 
tion of the first Roman aqueduct. The road 
extended from Rome to the city of Capua (Cam- 
pania) and later expanded to the port of Brindisi 
for a total span of 362 miles. It was the first Roman 
paved road built over a dirt path, the Via Norbana. 

The Appian Way was dubbed the “queen of 
roads” for its expanse and superb construction. 
Constructed of stone blocks cemented with a lime 
mortar and overlaid with blocks of smooth lava, 
it was built for strength and durability, as were 
all Roman roads. It was slightly convex and el- 
evated to allow rainwater to drain off the road 
and prevent deterioration, characteristics that cre- 
ated the term “highway” as a description of a 
major thoroughfare. 

The Appian Way embodies the spirit of Ro- 
man road building, which quite literally became 
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The Appian Way was a vital link in the Roman empire’s vast system of stone roads built for trading and military purposes. These ruins are 
situated near Rome. (The Art Archive/Galleria d’Arte Moderna Rome/Dagli Orti [A]) 


the foundation of the Roman empire. Its achieve- 
ment led to the famous observation that “all roads 
lead to Rome.” 

And they did. The Roman road network 
spanned 15,000 miles and stretched across Europe 
to Africa, Greece, the Middle East, and India for a 
total of 372 roads. This transport design included 
such vital infrastructure as bridges, tunnels, and 
drainage systems. A traveler on any one of the roads 
would find himself entering the city of Rome sim- 
ply by following his chosen route to its conclusion. 

The Romans’ penchant for road building 
sprang in large measure to their desire for terri- 
torial acquisition and distaste for seafaring. Their 
roads, like their aqueducts, became a model for 
civil engineering excellence and were designed 
to last a hundred years without the need for ma- 
jor refurbishment. Their construction and upkeep 
were funded by a combination of tolls, tariffs, and 
private contributions. The Romans did not leave 


the quality of their roads to chance, as they spelled 
out the building specifications in a document 
known as the Twelve Tables. 

The roads became the lifeline for citizens of the 
Roman empire who wished to travel or communi- 
cate with one another. The existence of the road 
network was a factor in the empire’s ability to cre- 
ate a common currency and body of law even as its 
leaders pursued military conquest across continents. 

The Roman roads spawned an imperial postal 
service and turned Rome into the location of the 
world’s first mass market for goods that poured 
into that city from Europe, the Middle East, and 
the Far East. 


Ann Saccomano 


See also: Roman Empire; Silk Road. 
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ARABS 


A term that refers to a person who identifies 
him- or herself with the Arabic language and 
culture. 


Some 1,500 years ago, the term “Arab” referred to 
those residing on the Arabian Peninsula. The in- 
habitants of the Arabian Peninsula consisted of 
nomads (“Bedouins”) and city dwellers. Both of 
those groups were heavily involved in trade 
throughout the Arabian Peninsula, which served 
as a bridge between Africa and the East and be- 
tween Eurasia and the South. 

The Bedouins, being nomadic people, 
brought many goods from their travel routes, 
which included relatively faraway destinations. 
They also came in contact with other cultures and 
populations during these travels and trade. Aside 
from travel-stimulated trade, the Bedouins also 
robbed trade convoys on the peninsula. In fact, 
the rate of convoy robberies was a good measure 
of how strong the tribal leadership was. 

The big cities on the Arabian Peninsula could 
be found on the coastline. Some of these cities 
relied on land trade (cities such as Mecca), while 
others focused on naval trade (such as Sanaa). 
Being located at a crossing point between Europe, 
Africa, and Asia, the Arabs became an important 
culture essential to the trade routes between Eu- 
rope and Asia. 


ARABS AND THE EXPANSION OF 
THE ISLAMIC EMPIRE 


By the end of the sixth century, a new religion 
emerged in the peninsula: Islam. The expansion 
of Islam also meant the spreading of the Arabic 
language. The Islamic scripture, the Qur’an, was 
written in Arabic, and all prayers were in Arabic. 
Thus, a devoted Muslim had to be able to com- 
municate in Arabic. In addition, the Arabs were 
the rulers of the Islamic empire in the first centu- 
ries of the expansion of the new religion. The new 
religion and the size of the empire had a tremen- 
dous impact on trade, which was regulated and 
unified across the empire. 

The expansion of the Islamic empire and the 
culture of ancient Islam meant that the center of 


Anomadic Arab people of the Middle East, the Bedouins have been 
engaged in long-distance trade since ancient times. 
(Library of Congress) 


the affiliation circle was the religion rather than 
the ethnicity. The fall of the Abbasid empire in 
the thirteenth century and the rise of the Safavid 
and Mamluk empires meant that Arabs no longer 
controlled the Islamic empire, stretching from 
Northern Africa in the east to India in the West. 

For another 1,300 years following that period, 
most Arabs saw themselves as Muslims and only 
afterward as Arabs (some Arabs were Christian 
or Jewish). As a matter of fact, until the end of the 
nineteenth century, calling someone “Arab” was 
considered an insult, since “Arab” denoted simple 
nomadic people, the Bedouins. This changed 
when nationalism started to gain power over re- 
ligion in the Arabic-speaking area. 


ARAB NATIONALISM AND 
TRADE 


In the nineteenth century, the French, Italian, and 
British armies conquered most of North Africa, 
bringing the trade relations between Europe and 
this area even closer. By this time, Arabic was spo- 
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ken as far away as Morocco and even in some sub- 
Saharan lands. What is now called the “Arab 
world” was formed. 

Several factors contributed to the changes in 
the Arabs’ views and their self-identity as “Arabs.” 
First and foremost, the weakening of the Otto- 
man empire inspired the increasing process of 
disintegration. In Turkey, the heart of the empire, 
the “Young Turks” began to advance the idea of 
Turkish nationalism. The European forces, who 
were perceived as powerful foreigners, also 
strengthened the self-identifying process and 
unity in the Arabic-speaking areas. 

Egypt was the center of Arab nationalism. The 
first sparks of Arab nationalism appeared when 
Napoléon Bonaparte took over Egypt in 1798. 
Following the French occupation, the British took 
over the country and the Ottoman rule over 
Egypt ended. Egypt was ripe to become an inde- 
pendent country and to secede from the Otto- 
man empire. 

The establishment of the French army in 
Egypt was followed by the penetration of other 
European nations, because the merchants fol- 
lowed the armies. The Ottoman empire gave the 
European merchants special status, thus making 
it profitable for Europeans to trade in those lands 
(sometimes with no profit to the locals); this case 
was especially noticeable in Egypt, Syria, and 
Lebanon. 

The Europeans not only influenced trade, but 
also other ways of living, such as politics. More 
and more people in the Arabic-speaking world 
started to think of themselves as Arabs in a na- 
tional manner. Arab nationalism spread from 
Christians in Lebanon and liberals in Egypt to a 
growing number of Muslim Arabs. 

The slow downfall of the Ottoman empire, 
which was increased by the end of the nineteenth 
century, brought a new secular flair to the Arabs: 
nationality. By the end of the nineteenth century, 
scholars from Lebanon and Egypt began to share 
ideas of Arab nationalism. The leaders of this 
movement were Arabic-speaking Christians who 
wanted to become more involved with the soci- 
ety and Muslims from Egypt. 

A turning point was the fall of the Ottoman 
empire at the end of World War I. For the first 
time, the Muslims found themselves without a 


single Muslim empire (Persia and Turkey turned 
to secularity, and Egypt was occupied by Britain). 
Arab nationalism was spoken about freely and in 
the middle of the Arab world (in Palestine-Israel), 
the fact that a powerful Jewish-Zionist movement 
was gaining power made it even more likely for 
an Arab national movement to rise. 


POST-WORLD WAR II ARABISM 


The 1920s saw the rise of an Arab national move- 
ment and with it a rise of an alliance between the 
Arab nations in matters concerning trade and 
regulative policies. The Arabs participated in the 
boycott of colonial products (mainly British) in 
the 1930s and were actively supportive of their 
colonial regimes’ World War II enemies, namely, 
Nazi Germany. 

After World War II, most Arab nations gained 
their independence and became sovereign. In 
1945, the Arab League was founded and consists 
today of twenty-two members: Algeria, Bahrain, 
Comoros, Djibouti, Egypt, Iraq, Jordan, Kuwait, 
Lebanon, Libya, Mauritania, Morocco, Oman, 
Palestine, Qatar, Saudi Arabia, Somalia, Sudan, 
Syria, Tunisia, United Arab Emirates, and Yemen. 

One of the first actions of the Arab League 
was to declare a boycott on trade with Zionists, 
later on Israelis, or any company who had any 
connection with Zionists or Israelis. More than 
sixty years later, this boycott still exists, operating 
from Damascus. However, the “Arab boycott” has 
proved ineffective. Israeli products can be found 
not only in Palestinian territory, but also in many 
other Arab lands under pseudonyms to mask the 
fact that they were manufactured in Israel. Only 
Egypt and Jordan have a peace agreement with 
Israel, so they do not obey the Arab boycott. More- 
over, most international corporations are operat- 
ing today in Israel (e.g., Microsoft, McDonald’s, 
Daimler-Chrysler, Intel, and British Airways, 
among others), and in a free economy the Arabs 
cannot afford to boycott these corporations. 

Arab trade power grew dramatically in the 
1970s when the world was introduced to the 
petrodollar. Although oil and gas were found in 
the Middle East in the beginning of the twenti- 
eth century, only after World War II did the Arab 
world become a significant producer. Until 1973, 


oil prices were relatively low, but by the end of 
the 1970s prices increased about 800 percent, 
making some Arab countries the richest on Earth. 
Oil and gas are major products for the following 
Arab states: Algeria, Bahrain, Egypt, Iraq, Kuwait, 
Libya, Oman, Qatar, Saudi Arabia, Syria, United 
Arab Emirates, and Yemen. Other Arab lands 
(like Jordan and Lebanon) benefit from the ef- 
fect of this wealth as it flows into other Arab 
countries. Another influence of this wealth is the 
investments the nations make abroad and the 
fact that Arab traders can be found today out- 
side the Arab world. 

The growing population in the Arab world, 
combined with the fact that in some countries the 
living conditions are poor, add to the fact that 
Arabs make up a large percentage of the immi- 
grant populations that arrive in Europe and the 
Americas. An important Arab nation in this mat- 
ter is Lebanon. Lebanese traders can be found in 
the most remote places on Earth (it has been said 
that as many Lebanese live in Lebanon as abroad), 
and they use their Arabic connection to make a 
reliable network of trade across the globe. 

Today, Arab trade is not as important as it was 
in the early centuries, but as time passes this na- 
tion of traders finds its way in the modern global 
village. However, the liberalization of the world 
economy and the frustration of those in the Arab 
world who feel as if they were left behind are con- 
tributing to a growing dissatisfaction, which has 
led some to support Islamic radicalism as an al- 
ternative to the Arab nationalist regimes. 


Nadav Gablinger 


See also: Mediterranean Sea. 
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ARCHAEOLOGY 


Archaeological studies of trade include iden- 
tification of goods and resources at archaeo- 
logical sites, models of trade goods at sites 
through time, descriptions of trade in society, 
and the role of trade in cultural change. 


Archaeologists view trade as part of the economy, 
consisting of the production, distribution, and 
consumption of goods and resources. As one way 
in which goods are distributed, trade is defined 
as the two-way exchange of goods or resources 
between people. Trade goods were transported, 
used, sometimes modified, and ultimately depos- 
ited in burial tombs and other graves as offerings, 
as caches in buildings, or thrown away in house- 
hold or other types of garbage. Archaeological 
studies of trade include identification of nonlocal 
goods or resources at archaeological sites, descrip- 
tive models of the abundance of trade goods at 
sites through time, descriptions of the mecha- 
nisms of trade within society, and the role of trade 
in cultural change. 

Distinctions are made between long-distance 
and local trade, as well as between luxury and 
essential goods. For the most part, resources ob- 
tained locally met basic subsistence needs of daily 
life for food, shelter, and supplies. In ancient so- 
cieties, exotic trade goods were usually nonessen- 
tial, luxury goods of limited distribution, often 
highly crafted as well. In pursuit of nonlocal goods 
and resources, people were linked to others be- 
yond their communities, within and sometimes 
beyond political boundaries. Immanuel Waller- 
stein’s world systems theory provides a frame- 
work for linking local economies within the 
capitalist world of a market economy that has 
been widely used in historical archaeology and 
to a lesser extent for ancient civilizations. Waller- 
stein describes the long-distance bulk trade of 
basic resources. His model is modified to describe 
long-distance trade of luxury goods in ancient 
civilizations. 

Besides obtaining goods and resources not 
locally available, trade served to establish, main- 
tain, and reinforce relationships between indi- 
viduals. Trade goods from distant lands were used 
to demarcate higher status within society and to 
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negotiate political relationships between groups. 
The social role of trade is underscored by Bronis- 
law Malinowski’s description of the exchange of 
shell necklaces and bracelets from island to island 
in the western Pacific, which served to cement 
social relations and to ensure the continuity of 
exchange of basic resources. Archaeologist Kent 
Flannery describes the role of trade in cultural 
change among early cultures in Mesoamerica who 
emulated the status paraphernalia, including ex- 
otic valuables, of the leaders of the Olmec civili- 
zation as badges of power for their own emerging 
political aspirations. 


ARCHAEOLOGICAL PROCESS 


The first step in archaeological studies of trade is 
identification of trade goods. The limited natural 
distribution of some resources is useful in identi- 
fying trade goods, such as marine shells, mercury, 
high-quality chert, volcanic ash, and jade. How- 
ever, often the nonlocal origin of a trade good 
provides only generalized information, such as 
the maritime origin of many seashells or the tropi- 
cal forest origin of quetzal feathers and jaguar 
pelts in Central America. Chemical and petro- 
graphic identification provide more specific ori- 
gins to some materials, particularly for obsidian. 

The ability to chemically match obsidian arti- 
facts to their origins in specific volcanic regions 
means that obsidian forms the basis of many an- 
cient trade models. Obsidian is a volcanic glass of 
restricted natural occurrence in volcanic regions 
of the world that was desired by ancient people 
because of the sharp cutting edges of freshly 
struck blades. Furthermore, obsidian was widely 
used in antiquity and is preserved in contrast to 
many other resources that were also traded, but 
for which there are no archaeological remains. 
Spewed out of active volcanoes in liquid form, 
obsidian is chemically quite uniform, but varies 
by geographic outcrop in terms of trace elements 
such as zirconium and rubidium that have been 
identified in source material and artifacts by X- 
ray fluorescence (XRF) and neutron activation 
analysis (NAA). XRF is a nondestructive technique 
useful for artifacts that cannot be destroyed and 
is relatively inexpensive, so it can be carried out 
on large samples. NAA is a destructive technique, 


but it provides a more extensive list of chemical 
trace elements, so it is useful to verify or identify 
artifacts not clearly matched to a source by XRF 
or to identify new sources. Some researchers have 
successfully identified obsidian artifacts to their 
source location by visual characteristics of color, 
opacity, and texture. The advantage is the ability 
to identify the sources of entire collections rather 
than the relatively small samples identified by 
chemical analysis. 

Many materials are so variable chemically 
within and between deposits that their specific 
origin cannot be determined. Since the only 
known source of jade in Central America is in the 
Motagua River valley, jade artifacts from Olmec, 
Mayan, Costa Rican, and other Central American 
cultures are usually attributed to mines from that 
general location. Chert (flint) occurs in Cretaceous 
limestone throughout much of the Mayan low- 
lands, with high-quality chert in northern Belize 
recognized visually, but not chemically. Chemi- 
cal identification of the percentages of various 
chemicals in gold, silver, copper, and other metal 
artifacts helps identify source and trade goods. 

To distinguish local copies of pottery vessels 
from trade wares, archaeologists have used a va- 
riety of petrographic and chemical techniques to 
identify the clays and tempering materials mixed 
in the clay. Petrographic identification studies 
started by Anna O. Shepard in her seminal publi- 
cation Ceramics for the Archaeologist include micro- 
scopic observation of a fresh break or thin-section 
and counting the frequency of different miner- 
als. Chemical analysis by XRF and NAA is carried 
out on pottery samples, including cores drilled 
inside the vessel walls of complete vessels that 
cannot be destroyed. Ron Bishop and Dorie 
Reents-Budet fingerprinted the clay from Mayan- 
painted pottery vessels to distinguish trade wares 
from local copies and suggest manufacturing lo- 
cales in the Mayan lowlands. 

In some cases, the presence of trade goods at 
a community supports conflicting interpretations 
that have been solved by oxygen isotope analysis 
carried out by Christine White and colleagues. 
Oxygen isotope analysis of human bone matches 
the oxygen isotope of the water where the indi- 
vidual lived. Oxygen isotope analysis of the hu- 
man bones found at the Mayan site of Altun Ha, 


Belize, indicates that the person was local and not 
a trader or emissary from Teotihuacan. Oxygen 
isotope analysis of the human bones found at 
Kaminaljuyu in the outskirts of modern-day Gua- 
temala City indicates that several high-status 
people were locals instead of foreigners, support- 
ing an interpretation of the local copy of Teotihu- 
acan architecture instead of military takeover. 

Various goods may have been traded, but they 
are not preserved in the archaeological record. In 
some cases, there are pictorial representations of 
trade goods such as on painted pots and carved 
murals of the Mayan civilization that show trib- 
ute bearers. Painted scenes on Moche pots from 
Peru and Egypt also document the presence of 
trade goods and their social context within soci- 
ety. The cylinder seals of Mesopotamian civiliza- 
tion provide a record of the owner of the trade 
goods, and their written records are replete with 
information on trade. Anthony P Andrews dis- 
cusses the biological requirement of salt to sup- 
port his model of long-distance import of this 
resource from the vast salt flats along the north 
coast of the Yucatan peninsula to the Mayan civi- 
lization in the Peten of Guatemala and adjacent 
Belize. However, my discovery and excavation of 
closer salt workshops in coastal Belize suggest 
regional trade. 

Most complete pottery vessels and many 
other complete artifacts, including trade goods, 
found at archaeological sites are recovered from 
burial tombs and other graves. Complete objects 
normally are not discarded. Burials often provide 
the central data for analyses of trade since they 
have associated grave offerings, can be identified 
with an individual, and are a rare opportunity 
for archaeologists to recover the remains of an 
event, in this case an interment, as opposed to 
the accumulated remains of a fire pit or, more 
commonly, garbage deposits. In the case of his- 
torical graves, personal items such as buttons and 
items associated with the coffin such as coffin 
handles can be traced to their origin. Royal tombs 
of the Egyptian empire and Mayan civilization 
are replete with highly crafted goods often made 
from exotic materials that allow archaeologists to 
reconstruct trade among the highest echelons of 
society. A carved jade head weighing over nine 
pounds found in a Mayan burial tomb at Altun 
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Ha identifies trade with Guatemala. Two obsid- 
ian blades found in a Mayan grave at Moho Cay 
in Belize, along with three stingray spines, pro- 
vide confirmation of the equivalence of these 
implements in ritual bloodletting depicted picto- 
rially on painted pottery and carved stone. 


TRADE AND TRADE ROUTES 


Identification of trade goods is the foundation for 
reconstructing trade routes between source loca- 
tions and recipient communities. Trade routes 
tend to be reconstructed from exotic materials 
such as obsidian that are readily identified to their 
origin, allowing “skeletal” structures of trade that 
may mask diversity in routes and spheres of lo- 
cal, regional, and long-distance exchange. 

Trade of any distance was dependent on avail- 
able technology, both for overland and water 
trade routes. In the absence of suitable beasts of 
burden, ancient cultures in Mexico and Central 
America relied on human porters on overland 
trails and boats along rivers and the coastlines. 
Costs of overland trade were reduced where ani- 
mals were used to carry loads, notably the llamas 
in the ancient Andes, camels for the Saharan salt 
trade in Africa, and dog sleds in the Arctic. The 
Haida and other northwest coast American Indi- 
ans of Canada plied their plank canoes with 
paddles to navigate along the Pacific coast and to 
Queen Charlotte and other offshore islands. Far- 
ther south, the California American Indians used 
plank canoes in maritime trade, including to the 
Channel Islands. Hundreds of dugout canoes 
have been recovered from waterlogged deposits 
in Florida, preserved from antiquity by a sea-level 
rise that inundated the land. Pictorial depictions 
of Mayan boats show dugout canoes with pad- 
dlers. Andean cultures in Peru and Bolivia had 
reed boats that they used to travel along the Pa- 
cific coastal waters, inland on Lake Titicaca, and 
along the many rivers that bisect the desert coast. 
The Phoenicians, Vikings, and European explor- 
ers facilitated longer voyages and, in some cases, 
transoceanic trade through the use of significantly 
larger plank vessels. 

Tracing the distribution and abundance of 
trade goods from their source to recipient com- 
munities indicates there were many different 
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kinds of exchange, summarized as reciprocity, re- 
distribution, and market-place trade. These differ- 
ent types of exchange can be identified by the 
relative abundance of trade goods according to 
transport costs, usually measured by distance. 
Deviations from a simple fall-off curve from source 
to recipient community identify different types of 
exchange. For example, a simple fall-off curve, with 
abundance of a trade good (by number or weight) 
along one axis and distance along the other axis, 
suggests “down-the-line” trade between trading 
partners in adjacent communities. By way of con- 
trast, a curve that shows a fall off with increasing 
distance interrupted by an increase in quantity 
may represent more direct trade to a city or trad- 
ing port. An abundance of obsidian at the coastal 
Mayan island site of Wild Cane Cay in contrast to 
the low amounts of this exotic material at other 
sites in the area supports the interpretation of the 
island as a trading port. Further supporting evi- 
dence derives from measuring the cutting edge of 
obsidian blades in comparison with the weight of 
the blades, which indicates that obsidian was not 
conserved in the manufacture of blades at Wild 
Cane Cay in comparison to other sites. 
Reciprocity is the exchange of goods between 
individuals. Reciprocal exchange is common in all 
kinds of societies, including the exchange of goods 
between relatives, trading partners (often referred 
to as “kin”), and strangers, both within and be- 
tween communities. Reciprocity between indi- 
viduals in adjacent communities allowed the 
exchange of goods over long distances. Reciproc- 
ity between foreign leaders took the form of ex- 
change of gifts to maintain and establish political 
and military alliances. Reciprocity was often im- 
mediate, involving the two-way exchange of goods 
or resources between people, but occasionally there 
was “delayed reciprocity,” as with a gift that obli- 
gated the recipient to return a gift at a later date. 
Redistribution is the key to centralized power 
of chiefs and dynastic power of kings and queens 
who financed their administration or regimes by 
tribute and labor tax, with redistribution of food 
to pay laborers, support artisans and bureaucrats, 
offset food shortages, provide luxury goods for 
their personal and state use, and for feasting. In 
the potlatch of the northwest coast American In- 
dians of Canada, quantities of goods were distrib- 


uted at feasts that further obligated the recipients 
to their chief. Royal feasts of the Maya were pub- 
lic events in which foreigners brought tribute 
payment, returning warriors brought war victims, 
calendrical or dynastic events were celebrated, 
and food was distributed. 

While historical archaeology is founded on the 
existence of a market economy of Western cultures, 
there is some controversy in prehistoric archaeol- 
ogy about the extent and importance of market 
economy in prehistory. Certainly, the sixteenth-cen- 
tury Aztec market of Tenochtitlan, witnessed by the 
Spaniards and described by Bernadino de Sahagun 
and other Spanish clergy and chroniclers, was a 
classic marketplace with food, basic and luxury 
goods, and other types of resources available for 
sale in a daily market frequented by thousands of 
buyers. The cylinder seals identifying ownership 
of trade bundles suggest extensive trade in the 
Sumerian civilization of the Near East as well. By 
way of contrast, archaeologist John Murra describes 
the Incan economy as based on reciprocity between 
relatives in different ecological zones and redistri- 
bution by the Incan state to finance the state ad- 
ministration. Although plazas surrounded by 
buildings define the basic architectural unit of 
Mayan civilization, from the household to the cen- 
ter of Mayan cities, the activities that took place in 
plazas are ephemeral. They may have been the set- 
ting for markets for people from the surrounding 
communities, but the role of plazas may also, or 
instead, have been for festivals, politics, and sports. 


MARKET FORCES 


Discussion of market forces within ancient soci- 
eties was limited by a view common in prehis- 
toric archaeology in the 1960s through the 1980s 
that the economy was embedded in ancient so- 
cial relations distinct from the modern Western 
market economy. This “substantivist” paradigm, 
developed by Karl Polanyi, Conrad M. Arensberg, 
and Harry W. Pearson in Trade and Market in the 
Early Empires, significantly advanced knowledge 
of the importance of the social context of trade in 
ancient societies. The contrasting “formalist” per- 
spective, that ancient people made rational 
choices in the selection of goods and resources to 
acquire and trade, to maximize their returns and 


minimize their efforts, was ultimately accepted 
as a better framework for interpreting ancient and 
modern cultures in archaeology. 

Polanyi, Arensberg, and Pearson’s substantivist 
view of trade in ancient civilizations focuses on 
“ports of trade” as places on long-distance trans- 
portation routes where goods were exchanged by 
reciprocity between elite leaders (or their desig- 
nates) at fixed values. Trade of basic daily goods and 
resources and exchange ina local marketplace with 
local people was not part of the port of trade model 
of exotic trade of valuables in ancient civilizations. 
This view of trade underscores the social context of 
trade and removes a profit motive of traders. Em- 
phasis on long-distance trade at ports of trade ob- 
scured the more common exchange of goods and 
resources from various distances, both locally and 
within a region. The presence of pochteca traders in 
the Aztec market, who were selling their long-dis- 
tance trade goods, shows a profit motive in addi- 
tion to the role of pochteca traders as deliverymen 
for their king on foreign trading ventures. 


ECONOMIC SYSTEMS 


Whatare the differences between ancient and mod- 
ern economies? At least for ancient civilizations, 
archaeologists generally regard them as different 
in scale. These differences in scale are dependent 
on transportation efficiency and other technologi- 
cal factors, such as communication (long-distance 
runners in the Incan state compared to e-mail or 
fax orders in the modern economy). Other differ- 
ences in scale derive from differences in popula- 
tion size and density (small-scale independent or 
household workshops at Teotihuacan or in the 
Mayan civilization compared to factories in the 
modern economy). Other differences in scale rest 
on exchange values. While the Romans used coins 
and the ancient cultures of Mesoamerica used 
chocolate beans, exchange values were common in 
ancient cultures; for example, there were standard 
sizes of woven cotton textiles among the Maya. 
The organization of trade can be correlated 
with the level of socioeconomic complexity of a 
culture. Distinctions made about the types of trade 
in modern, non-Western egalitarian, ranked, and 
stratified societies by cultural anthropologists such 
as Elman R. Service in Origins of the State and Civi- 
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lization have been used by archaeologists for 
ancient cultures. They correspond to hunter- 
gatherer “band” level societies, sedentary “emerg- 
ing-chiefdom” level societies, and farming 
“chiefdom or state level societies.” 

Egalitarian societies, such as the small band- 
level cultures of hunter-gatherers, exchanged 
goods and resources through reciprocity. In some 
cases, trade was not involved, but instead the 
people moved to the resource: long-distance 
items may have been obtained by direct procure- 
ment on a seasonal round of the band. For ex- 
ample, Paleo-Indian hunters in northeastern 
North America followed migratory caribou. Part 
of their travels took them by the high-quality 
Collingwood, Ontario, outcrop of chert (flint) they 
used for making stone tools. By way of contrast, 
Colin Renfrew, in Exchange Systems in Prehistory, 
describes long-distance trade of obsidian among 
hunter-gatherers in the Near East. In this case, 
obsidian was traded “down-the-line” from the 
obsidian outcrop between kin or fictive kin (an 
affiliative family that holds an emotional regard 
for others) in neighboring communities through 
reciprocity. Renfrew notes a decline in the abun- 
dance of obsidian as distance from the obsidian 
outcrop increased. This fall off contrasts to the 
Collingwood chert example, in which there was 
no decline with distance, which is corroborating 
evidence of direct procurement rather than trade. 

Ranked societies are sedentary societies, char- 
acterized by emergent differentiation of power 
between a leader and the bulk of society, demar- 
cated by differential access to nonessential trade 
goods and resources. In an evolutionary frame- 
work, the cultures are sedentary, which is usu- 
ally associated with an agricultural economy, but 
in some cases, such as the Cotton Preceramic of 
Peru and the northwest coast American Indians 
of Canada, people lived in permanent villages 
because of the localized abundance of maritime 
resources. The Olmec rulers of La Venta imported 
quantities of jade and other greenstones over long 
distances from the Motagua River valley of Car- 
ibbean Guatemala to the Gulf of Mexico coast 
“heartland” of the Olmec area. The jade was then 
high-crafted into status objects for the elite for 
their use during certain events in their lives, such 
as for offerings and dedications and in their burial 
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tombs and other graves after death. The leaders 
of other less socially complex cultures emulated 
the Olmec styles of imported jade and other trade 
goods as symbols of power and high rank. 

Trade in chiefdoms that were fully based on an 
agricultural food system was more centralized in 
the hands of the chiefs and their associates. States 
are normally distinguished by the ruler’s power 
backed by a military and a differential access to ba- 
sic resources by the elite. These distinctions are of- 
ten difficult to discover prehistorically. As a result, 
states are characterized as having higher popula- 
tion density and larger populations. For example, 
some researchers characterize the Maya as a 
chiefdom, whereas they view Teotihuacan as a state, 
based on the differences in the size and density of 
their urban populations. Regardless, they share 
many aspects of local and long-distance trade. 


ROLE OF TRADE 


What was the role of trade in the emergence of 
ancient civilizations? Local trade of basic resources 
may have been instrumental in emerging complex- 
ity in the Near East and the Teotihuacan state in 
Mexico. By way of contrast, the role and extent of 
local trade of basic resources for the emergence of 
complex society in the Mayan area has been 
downplayed. However, several researchers see 
long-distance trade as critical to the rise of the 
Mayan civilization. In a stimulating model, Will- 
iam Rathje proposes that complex society devel- 
oped in the Tikal region of Guatemala because of 
the absence of basic resources that were critical to 
daily living. According to Rathje, the local Maya 
developed complex organization to import salt, 
obsidian for cutting tools, and basalt for corn-grind- 
ing implements. Rathje extends his trade model to 
explain the emergence of the Olmec civilization, 
which he also describes as located in a resource- 
poor zone. Subsequent researchers suggest closer 
sources of salt, pointing out that chert was locally 
available and provided a fine substitute for obsid- 
ian, and local granite and limestone were used in- 
stead of basalt for corn-grinding tools. In other 
words, the central Mayan area where the Mayan 
civilization developed was not deficient in basic 
daily resources requiring the development of a 
complex organization to import them. 

Another model of Mayan trade highlights 


long-distance and interregional trade among 
elites in a limited array of luxury goods as the 
foundation for the development of Mayan civili- 
zation. From his fieldwork at the Late Pre-Classic 
coastal community of Cerros, in northern Belize, 
David Freidel points out that the emerging elite 
of Cerros and other contemporary communities 
located across the Mayan region were importing 
jade and other exotics and crafting them with 
symbols of power that were also displayed on 
monumental stucco masks on the front of 
temples. One temple at Cerros was dedicated 
with an offering of miniature carved jade heads, 
highly crafted and imported. This shared sym- 
bolism represented elite communication that oc- 
curred along with interregional trade and 
facilitated the growth of a more elite control of 
economy and politics, leading to the dynastic 
decent of Mayan kings and queens in the subse- 
quent Classic period. In this way, the role of trade 
in the development of complex societies is based 
on elite status reinforcement and the ability of the 
elite to establish ties with neighboring polities. 

Both basic subsistence and luxury goods were 
evidently exchanged in daily or periodic market- 
places among some ancient civilizations such as 
the Aztecs. The main Aztec market at Tlatelolco 
included locally produced goods, goods brought 
by itinerant traders from within the region, and 
exotic goods and resources brought by the long- 
distance pochteca traders. The marketplace was 
central to the Aztec economy, even with exten- 
sive tribute payments to the Aztec cities such as 
the capital of Tenochtitlan. The degree of central- 
ization of the economy and the importance of 
market trade may have intensified in late prehis- 
tory with the Aztecs, although some researchers 
consider that this was a pattern characteristic of 
earlier times as well in central Mexico. 

What was the role of trade in empire-build- 
ing states such as Teotihuacan, the Incas, and the 
Aztecs? Michael Spence describes workshops for 
the production of obsidian tools widely distrib- 
uted throughout Teotihuacan as integral to the 
city’s economy. The obsidian was brought from 
mines at the nearby Pachuca source of distinctive 
“bottle-glass” colored obsidian and transported to 
Teotihuacan workshops. Robert Santley provides 
a model of regional obsidian trade and another 
model of long-distance trade for the Teotihuacan 


obsidian. In the regional model, itinerant traders 
traveled from village to village and made obsid- 
ian blades on demand in exchange for corn that 
the traders brought back to their home city of 
Teotihuacan. Based on his excavations of sites in 
the Teotihuacan valley, Santley estimates that an 
average household needed twenty-one new 
blades each year to replace ones that had broken 
or whose edges were dulled beyond resharpen- 
ing. Regional trade took place within a 125-mile 
radius of Teotihuacan, beyond which it was not 
economically viable for itinerant traders to travel 
producing blades and to return to Teotihuacaén 
with exchange resources. Within the supply zone, 
each household had access to needed obsidian, 
which was a basic subsistence resource for mak- 
ing tools. Beyond the supply zone, Teotihuacan 
obsidian became a long-distance trade good used 
mainly as a luxury good by the elite. Certainly in 
the Mayan area, the Pachuca green obsidian is 
quite rare and fits Santley’s model. 

Trade and tribute are intimately linked in the 
rise of ancient empires such as Teotihuacan, the 
Incas, and the Aztecs. Teotihuacan controlled the 
quarrying of nearby Pachuca obsidian, its manu- 
facture into various stone tools, and its local, re- 
gional, and long-distance trade throughout 
Mesoamerica between 1 c.z. and 600. The highland 
Mayan city of Kaminaljuyu, located in the suburbs 
of modern-day Guatemala City, was located near 
the major El Chayal obsidian mines, which were 
the principal source used by the Classic Mayan civi- 
lization. William T: Sanders and Barbara Price ar- 
gue that there was a military takeover of 
Kaminaljuyu by Teotihuacan so the latter city could 
control the production and trade of the two major 
obsidian sources of the Classic period. Control of 
the major chocolate groves along the Pacific coast 
of Guatemala and the Chiapas state of Mexico, 
known historically as the “Soconusco” region, was 
evidently an added incentive for a military take- 
over of Kaminaljuyu by Teotihuacan. Supporting 
evidence for this military takeover was the reno- 
vation of buildings in central Kaminaljuyu in the 
distinctive “talud-tablero” Teotihuacan style, con- 
sisting of alternating vertical and sloping sections 
of building facades, which was characteristic of the 
city of Teotihuacan between 400 and 700. However, 
recent oxygen isotope analyses of human bones 
from burials in the central area of Kaminaljuyu by 
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Christine White and colleagues indicate that at least 
those individuals were born and lived at Kaminal- 
juyu. This chemical analysis was based on oxygen 
isotopes in human bone reflecting the oxygen iso- 
tope value of the Kaminaljuyu rather than the 
Teotihuacan drinking water. Perhaps the 
Teotihuacan architectural style was simply copied 
by local elite who traded with their contemporary 
power in central Mexico. 

Teotihuacan trade goods and architecture 
found at lowland Mayan sites suggest the under- 
pinnings of trade and political maneuvering 
among Teotihuacan and royal Maya in various ur- 
ban polities, although this may have been the pre- 
cursor to military takeover. Green obsidian is the 
most common and readily identifiable Teotihuacan 
trade good at Classic Mayan sites, although it has 
a restricted distribution, including Tikal, Becan, 
Altun Ha, and a handful of other sites. Oxygen 
isotope analysis of human bone from a burial tomb 
with green obsidian at Altun Ha by White and col- 
leagues indicates that the interred individual was 
a local person and not a trader or other emissary 
from Teotihuacan. In other words, the grave offer- 
ings were likely trade goods that had been depos- 
ited in the grave. Teotihuacan obsidian artifacts at 
Becan in Mexico are associated with an earthen 
defensive wall, suggesting some military conflict. 
In fact, some researchers implicate Teotihuacan as 
an interloper in lowland Mayan politics, with stela 
29 at Tikal, for example, with its royal Maya clothed 
in Teotihuacan military garb, representing an in- 
trusion into the royal Mayan dynastic line and 
some level of military and political control by 
Teotihuacan. Certainly, the distribution of 
Teotihuacan trade goods at lowland Mayan sites is 
material manifestation of trading, marriage, and 
other alliances between the two major rivals of the 
time. The incidental appearance of Teotihuacan- 
style talud-tablero architecture at Tikal and Chac 
may represent a foreign marriage or even an em- 
bassy or trade enclave. 


IMPORTANCE OF TRADE 


The importance of trade to the economy of ancient 
and historic societies is underscored when trade is 
viewed as part of foreign relations, including war- 
fare. Trade provided a forum for establishing po- 
litical and military alliances between competing 
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Mayan polities during the Late Classic period in 
the Mayan lowlands. Aztec pochteca served as 
spies for the king while they were on their long- 
distance trading forays, garnering military infor- 
mation while trading in foreign lands. The Aztec 
kings knew it was often cheaper to replace trade 
with tribute payment, if a foreign group could be 
subdued without much military effort. In the case 
of the chocolate-growing lands known as the 
Soconusco on the Pacific coast of Chiapas, Mexico, 
and adjacent Guatemala, the Aztec kings had dif- 
ficulty maintaining military control for tribute pay- 
ment. The Incas incorporated tribute payments 
into the empire’s economy. This pattern had an- 
tiquity dating back at least to the beginning of the 
first millennium with the Moche state and was 
certainly the foundation of the later Chimu em- 
pire, both on the north coast of Peru. 

Trade in historical archaeology includes the 
study of trade between Europeans and indigenous 
peoples worldwide, trade to European settlements 
in the Americas and elsewhere, the distribution of 
European goods, the African slave trade, and mis- 
sion sites. Even though ancient cultures such as the 
Mayan civilization, the Egyptians, and the 
Sumerians, who had written records, could be 
termed part of “historical archaeology,” that subdis- 
cipline focused on the expansion of European colo- 
nial interests within the modern capitalist world 
system, instead of ancient cultures, although the 
distinction in terms of trade and economy is not 
particularly evident. Significant research in histori- 
cal archaeology has focused on the fur trade in North 
America, including the social relations of fictive kin 
established with native peoples to facilitate ex- 
change. Identification of inexpensive, Venetian- 
manufactured glass beads, European clay pipes, and 
other cheap merchandise traded to North Ameri- 
can Indians documents and dates the expansion of 
European settlement of Native American territory. 
The explorers returned to Europe with Native Ameri- 
can products for trade, including tobacco, potatoes, 
corn, and chocolate. Excavations of sugar and other 
plantations, founded on African slavery in the United 
States, Central and South America, and the Carib- 
bean, provide information on access to trade goods 
by African slaves not documented from historical 
accounts, often providing a bleak picture of access 


to basic and exotic trade items. 
Heather McKillop 


See also: Art; Aztecs; Chocolate; Copper; Corn; Egypt; Em- 
pire Building; Fur; Gold; Incas; Jade; Marketplaces; Mayan 
Civilization; Missionaries; Phoenicia; Potatoes; Pottery; Sa- 
haran and Trans-Saharan Trade; Salt; Slavery; Sugar; Textiles; 
Tobacco; Venice; Vikings; Warfare. 
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ARGENTINA 


Officially the Argentine Republic, located in 
southeast South America. 


Argentina borders with Chile on the west, Bolivia 
and Paraguay on the north, Brazil and Uruguay 
on the northeast, and the Atlantic Ocean on the 
east. Buenos Aires is the country’s capital and larg- 
est city. Argentina is a member of the Southern 
Cone Common Market. 

Despite current economic woes, Argentines 
have one of the highest per capita incomes in 
South America, and the wealth is fairly well dis- 
tributed. Argentina’s economy has traditionally 
been based on agriculture and livestock, but the 
industrial and service sectors have also grown 
in importance in recent years. Food processing 
(in particular meatpacking, flour milling, and 
canning) is the chief manufacturing industry; 
textiles, leather goods, and chemicals are also 
major products. Most industry is found in the 
Pampa region. 

Brazil is the largest of Argentina’s South 
American trading partners. There are also impor- 
tant trading relationships with the United States, 
which is the main source of manufactured prod- 
ucts, and the countries of the former Soviet Union, 
which buy large quantities of grain. Trade with 
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Japan and the European Union (especially Ger- 
many and the Netherlands) has grown rapidly 
in recent years. Foreign trade now equals about 
17 percent of the gross domestic product (GDP); 
up from 11 percent in 1990) and plays an increas- 
ingly important role in Argentina’s economic de- 
velopment. Still, exports represent only 8 percent 
of Argentine GDP almost unchanged since 1990. 
This is in part a heritage of decades of import- 
substitution policies, but it also reflects the 
country’s relatively diversified economy. 

The Argentinean economy has been histori- 
cally affected by two major problems: high infla- 
tion and a massive foreign debt. When President 
Carlos Menem took office in 1989, his govern- 
ment embarked on a path of trade liberalization, 
deregulation, and privatization. It began disman- 
tling the public sector, selling off some industries 
and opening others to competition. The other key 
parts of Menem’s economic policy were fixing the 
exchange rate of the peso to the U.S. dollar and 
overhauling of the country’s financial system. 
The policy of pegging the peso to the dollar, how- 
ever, led to a sharp fall in exports and in govern- 
ment tax revenues, as well as a large increase in 
government debt, pushing the economy into 
recession. 

In 1998, international financial turmoil caused 
by Russia’s economic problems and increasing in- 
vestor anxiety over Brazil produced the highest 
domestic interest rates in more than three years, 
halving the growth rate of the economy. Condi- 
tions worsened in 1999 with the GDP falling by 3 
percent. President Fernando de la Rua, who took 
office in December 1999, sponsored tax increases 
and spending cuts to reduce the deficit, which had 
ballooned to 2.5 percent of the GDP in 1999. With 
the external debt topping $130 billion at the end of 
2001, Argentina was at the point of defaulting on 
its foreign debt. President de la Rua resigned in 
December 2001, which created political instability. 
The new government of Eduardo Duhalde man- 
aged to avoid default (which would probably have 
led to a complete economic collapse), but it still 
faces along period of stringent austerity under the 
supervision of the International Monetary Fund. 


Lilian A. Barria 


See also: South America. 
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Argentines bang pots and pans in Buenos Aires, the nation’s capital. They are protesting the government's inability to deal with the collapse 
of the country’s currency, which produced a major economic crisis and the fall of four governments in late 2001 and early 2002. 
(© Gabriel Piko/Cover/The Image Works) 
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ARKWRIGHT, RICHARD 
(1732-1792) 


Considered the father of the modern indus- 
trial factory system. 


Richard Arkwright was the youngest of thirteen 
children born to poor parents in Preston, England. 
Little is known of his early life. Arkwright was 
too poor to afford school but was taught to read 
by a cousin. When he reached eighteen, he left 
his apprenticeship with a barber to open his own 
shop in Bolton, England. 


As part of his barbering business, Arkwright 
traveled throughout England purchasing human 
hair for wigs. His travels allowed him to make 
contact with weavers and spinners, including 
John Kay, and when the popularity of wigs de- 
clined Arkwright used those connections to en- 
ter the textile business. In the 1760s, Arkwright 
began work on his spinning frame, patented in 
1769, which spun cotton thread. The spinning 
frame used three sets of rollers that turned at dif- 
ferent speeds and produced yarn of different 
thickness and spindles that twisted the fibers to- 
gether. The result was a much stronger thread 
than the one produced by James Hargreaves’s 
spinning jenny. 

To make the spinning frame practical and 
commercially viable, Arkwright needed money 
and a mill. He approached Ichabod Wright, a 
Nottingham banker, for a loan. Wright introduced 
him to Jebediah Strutt and Samuel Need, both of 
whom were impressed enough to enter into a 


Richard Arkwright, a pioneer in the development of mechanical 
weaving devices, is considered the father of the modern industrial 
factory system. (Library of Congress) 


partnership with Arkwright. Because the spin- 
ning frame was too large to operate by hand, it 
needed some other form of energy. The men first 
experimented with horses but settled on water- 
power and set up a factory on Derwent River in 
Cromford, England. 

The spinning frame, now called the water 
frame, produced cotton thread strong enough for 
both the warp, the vertical threads, and the weft, 
or cross threads, in stockings, thereby replacing 
the more expensive linen threads that were usu- 
ally used for the warp threads. Arkwright also 
developed a continuous method for preparing 
raw cotton for spinning, thus making the produc- 
tion of cotton cloth completely mechanized. Even- 
tually, cotton textiles became a major English 
export. 

When Need died in 1781, Arkwright and 
Strutt decided to end their partnership. Without 
his former partner, Strutt was unwilling to main- 
tain his investment in Arkwright’s business ven- 
tures. Regardless, Arkwright’s factories continued 
to be profitable, and he expanded by building fac- 
tories in Lancashire, Staffordshire, and Scotland, 
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where he used James Watt and Matthew Boul- 
ton’s steam engine as a power source. Arkwright’s 
inventions and factories took cotton textile manu- 
facturing out of the home. 

Employees in Arkwright’s factories worked 
from six in the morning until seven in the 
evening. The age of the employees ranged from 
six to forty years old. About two-thirds of all his 
employees were children. During the 1780s, 
Arkwright received a number of honors includ- 
ing knighthood. He most likely died of a heart 
problem in Nottingham as a wealthy man worth 
over 500,000 pounds. 


Lisa A. Ennis 
See also: Cotton; Hargreaves, James; Steam Engine; Textiles. 


BIBLIOGRAPHY 

“Sir Richard Arkwright” and “Richard Arkwright.” In Ency- 
clopedia of World Biography (www.thoemmes.com, ac- 
cessed September 2002). 

Unwin, George. Samuel Oldknow and the Arkwrights: The In- 
dustrial Revolution at Stockport and Marple. Manchester, 
UK: Manchester University Press, 1968. 


ARMENIANS 


People who are descendants of several ethnic 
groups including the Urarteans (Ararateans) and 
from other areas such as Thrace, Phrygia, and 
Thessaly who joined together about 600 s.c.c. 


Armenians live in a region of rugged mountains 
and extinct volcanoes located between present-day 
Turkey on the west, Azerbaijan on the east, Iran 
on the southwest, and Georgia on the north. In 
the ninth century B.c.£., several local tribes joined 
together to form Urartu, a state that became 
wealthy and powerful enough to threaten the 
Assyrian empire. The Urartians produced a num- 
ber of items for export, including ceramics, metal- 
work, and stonework. The country prospered 
agriculturally after the digging of irrigation canals. 
In the sixth century, the Medes conquered the 
Urartians and in turn the Persians drove out the 
Medes. Under Persian rule, Armenia was divided 
into three provinces—Greater Armenia, Lesser 
Armenia, and Sophene—each ruled by a local sa- 
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trap (viceroy). Annual tribute in the form of car- 
pets, silver, horses, and other supplies were exacted 
from the Armenians. When the Greeks arrived, led 
by Alexander the Great, Armenia became part of 
his empire. Trade with China, India, and Central 
Asia passed through Armenia bound for the Medi- 
terranean. The rapid growth of cities brought pros- 
perity to the region. Using the Persian system of 
utilizing local governors to rule the region, 
Alexander appointed the Orontid family, under 
Mithranes, as his representative. When Alexander 
died in 323 B.c.z. and his generals divided up his 
empire, the Orontid family continued to rule 
Greater Armenia. The Seleucids—the descendants 
of Alexander’s general Seleucus—continued to 
control all three provinces, but the Orontid family 
retained power under the general and his heirs. 
In the second century B.c.£., an Armenian general 
named Artaxias proclaimed himself the king of 
Greater Armenia and began the process of reuni- 
fying the Armenian people. Under Tigranes the 
Great (94-54 B.c.£.), Armenia grew more powerful 
with its territory extending from the Caspian to 
the Mediterranean Sea. In 66 B.c.£., Mark Anthony 
and Cleopatra captured his son, Artavazd II, and 
when he refused to take Cleopatra as his queen, 
he was executed. A new dynasty, the Arsacids, then 
ruled Armenia, and the Romans and Parthians 
fought for control of the region. 

At the beginning of the fourth century, Gre- 
gory the Illuminator converted King Tiridates II 
to Christianity. Persia, threatened by the new re- 
ligion and the commercial strength of Armenia, 
attacked Armenia, whose resistance could not 
withstand the onslaught of the Persian army. Ini- 
tially persecuted, the Armenians continued to 
resist until they forced the Persians to grant them 
freedom to worship as they pleased under the 
Treaty of Nvarsag. In the seventh century, the Ar- 
abs swept through the region and dominated the 
Armenians for the next two centuries. In the ninth 
century, the Armenian Bagratids dynasty restored 
political independence. 

Economic prosperity returned, and the region 
grew rapidly. In the eleventh century, Byzantium 
incorporated Armenia into its empire. During the 
next few centuries, the Armenians traded goods 
from Central Asia and India with the Mediterra- 
nean until the invasion of the Seljuk Turks, at 


which time many Armenians fled south to the 
Taurus Mountains, where they formed the King- 
dom of Cilicia (Lesser Armenia). For approxi- 
mately three centuries the Armenians turned 
more toward Europe for its culture, form of gov- 
ernment, social structure, language, and intellec- 
tual development during the period of the 
Crusades. Armenians who remained in Greater 
Armenia experienced the invasion of the Mongols 
during this same period. By the sixteenth and 
seventeenth centuries, the Persians forced thou- 
sands of these Armenians to move to Persia, es- 
tablishing cities where the Armenian merchants 
and artists prospered. Armenians dominated the 
indigo trade with Bihar; the betel-leaf trade with 
Bengal; the shellac trade with Mirzapur, Jhalda, 
and Calcutta; and the jute trade with Dhaka. 
During the seventeenth and eighteenth centuries, 
the Armenians lost out on most of the Indian trade 
as the British, Dutch, and French established fac- 
tories (forts and warehouses for the exchange and 
storage of goods) along the coasts of India. A few 
Armenian companies were established, including 
F David and Company and M. Sarkies and Sons, 
that stayed in business from the eighteenth 
through the twentieth century, but none could 
compete with the East India companies of the 
British, French, and Dutch. 

Armenians remained under Persian control 
until Russia annexed eastern Armenia in 1828. The 
rest of Armenia fell under the rule of the Ottoman 
empire during the nineteenth and early twentieth 
centuries. During Ottoman rule, the Armenians 
were heavily persecuted and forcibly pushed into 
the deserts of Syria and Saudi Arabia with thou- 
sands killed or tortured on the way. After World 
War I and the defeat of the Ottomans, the Arme- 
nians briefly declared their independence, which 
lasted from May 28, 1918, to November 29, 1920, 
when it became a Soviet republic. On September 
21,1991, with dramatic changes occurring through- 
out the Soviet Union and Eastern Europe, Arme- 
nia became independent once again. 

Throughout their history, Armenians have 
acted as merchants at the crossroads of Central 
Asia, India, China, and the Mediterranean and in 
the process found themselves under attack from 
all sides that sought to control the trade routes. 
With the movement toward self-determination 


for all people in the post-World War II period, 
the Armenians have finally gained their indepen- 
dence to prosper on their own. 


Cynthia Clark Northrup 
See also: Alexander the Great. 
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ART 


Trade has been essential to the development 
and dissemination of art throughout human 
history. 


From the time humans began producing art, they 
relied on trade to obtain raw materials and to dis- 
seminate their creations. It is through this export- 
ing of artistic products from one area to another 
that cultural influences have been transmitted. 
The eventual expansion of trade, much of which 
included the fine arts and decorative arts, helped 
create a wealthy merchant class by the fifteenth 
century. It is this wealthy class of people that 
throughout history has provided some of the 
greatest patronage of art. 


EARLY AND CLASSICAL 
CIVILIZATIONS 


A lively trade in raw materials and decorative 
objects existed as early as the Neolithic period (c. 
8000-3000 B.c.£.) in the Near East. Archaeologists 
have found evidence confirming the long-dis- 
tance trading of obsidian, which is important in 
making cutting instruments, and long-distance 
trading of shells, semiprecious stones, and cop- 
per beads for decoration. This use of metals, craft 
specialization, and long-distance trade indicates 
that the peoples in the Near East had taken ma- 
jor steps toward civilization by this time. 

In both the Mesopotamian culture (c. 6000- 
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300 B.c.£.) and the Egyptian culture (c. 3100-332 
B.c.E.), this beginning of civilization was marked 
by the rise of a ruling class that was recognized 
for its wealth and power. These rulers tried to 
outdo each other in the use of grandeur as a 
means of ensuring their dominance. Their desire 
for exceptional luxury items and the lack of avail- 
able local resources necessitated the use of trade. 
One popular resource for creating luxury objects, 
gold, was a natural resource in Egypt, though a 
mining industry had to be developed in order to 
extract the gold from the stone. Leaders in south- 
ern Mesopotamia wanted these luxury items, but 
had neither native gold nor precious stones; they 
turned to trade to get them. Thus, the market for 
art and the presence of available resources led to 
the development of technology to use the re- 
source, in this case Egyptian gold. This market 
demand for art and the resources to produce it 
has led throughout history to the opening of new 
frontiers technologically and geographically. 
Another indicator of early developed and ar- 
tistic life is the presence of pottery. It is among 
the earliest forms of art. Because of regional dif- 
ferences in decoration and types of manufacture, 
pottery can reveal trading patterns and cultural 
influences. The earliest pottery comes from elev- 
enth millennium B.c.£. Japan, but Near East pot- 
tery did not appear until the eighth millennium 
B.C.E. However, in the Near East it became a highly 
portable art form. Pots were carried long distances 
not only as items of trade, but also as containers 
for the goods inside them. By the Late Uruk pe- 
riod (c. 3500 B.c.£.), pottery and other objects 
crafted in the southern Mesopotamian style were 
traded as far as northern Mesopotamia and the 
Mediterranean, a distance of more than 600 miles. 
In fact, Late Uruk sites that appear to be trad- 
ing colonies have been discovered in excavations 
at the Tabgqa dam area on the Euphrates in Syria. 
Sumerian-period (4000-2000 B.c.z.) merchants or 
their government established these colonies. 
Sumerian-style pottery, clay tablets, and cylinder 
seals, which are small, engraved cylinders used 
to stamp wet clay tablets, have been found at these 
sites. Uruk period cylinder seals and lapis lazuli 
also are found as far to the west as Egypt. In Egypt, 
lapis was used in the production of scarabs, beads, 
amulets, and inlays in jewelry. Standard meth- 
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ods of transportation during this era were don- 
key caravans and boats on the rivers and many 
water channels. 

By the third millennium B.c.£., there was also 
extensive maritime trade between Mesopotamian 
states, their intermediaries, and areas far away. 
Inscriptions on diorite statues of Gudea, the ruler 
of the southern Mesopotamian state of Lagash, 
indicate that Gudea imported diorite and copper 
from Magan, located in present-day Oman. 
Magan served as an entrepot for goods entering 
Mesopotamia from distant areas, including the 
Indus Valley. Gudea imported such raw materi- 
als as gold, tin, lapis lazuli, and carnelian in addi- 
tion to pottery. Another indicator of trade with 
the Indus Valley is the presence in Mesopotamia 
of artifacts that have pictures of the Indian 
humped bulls. 

Besides using routes overland, on inland wa- 
terways, in the Gulf of Oman, and in the Red Sea, 
early traders also used the Mediterranean Sea ex- 
tensively. Some of the greatest traders in the Medi- 
terranean region were the Phoenicians (2500 B.c.£.— 
64 c.£.). Beginning in the first millennium .B.c.£., 
they colonized much of the southern and eastern 
coasts of the Mediterranean in addition to the 
southern coasts of Spain and Italy. They carried 
portable art such as jewelry, cups, statuettes, and 
pottery from the eastern Mediterranean and Meso- 
potamia to Greece and west to Egypt and beyond. 
It was through this trade that the main artistic 
influence from the East to the West occurred dur- 
ing this period. For example, influences in Greek 
art (c. 800-146 B.c.E.) can be traced to eighth-cen- 
tury B.C.E. ivory carving and sculptures found in 
present-day Syria and to metalwork of Urartu in 
present-day Turkey. Additionally, a bronze bowl 
found at Olympia, Greece, has figures resembling 
those on bowls from Syria. Besides transmitting 
artistic styles between cultures, the Phoenicians 
also absorbed other cultures’ influences into their 
art. For example, Phoenician metal bowls from 
the Mesopotamian era show decided Egyptian 
traits. 

While commercial trade transmitted goods and 
stylistic traits across cultures, diplomatic trade ex- 
changed artwork and luxury items besides good- 
will. Letters between the Egyptian pharaoh 
Akhenaton and a Babylonian king indicate that 


rulers were intensely involved in trade negotia- 
tions, though the items under discussion were dis- 
guised as tribute. Items in the trade between these 
two rulers included statues, chests, gold and silver 
chairs, rings, amulets, and a variety of vessels. 

Besides being traded between cultures as trib- 
ute, art was also imported as spoils of war, influ- 
encing the styles of the victorious culture. The 
famous stelae of Mesopotamian rulers Naramsin 
and Hammurabi were carried as loot to Susa in 
Iran in the second millennium .B.c.£. The stela of 
Naramsin was then imitated in rock carvings in 
the Susa area. Craftsmen also were taken as booty. 
On his rock carving at Dog River near Beirut, the 
seventh-century B.c.£. Assyrian king Esarhaddon 
pointed out that goldsmiths and cabinetmakers 
were among the booty he seized after his defeat 
of the Egyptian pharaoh Taharga. 

Though they were defeated at times in battle, 
the Egyptians were industrious traders. They re- 
lied on the Mediterranean, the Nile River, and 
overland routes. They traveled as far south as the 
Sudan, where they bartered oil, honey, clothing, 
and faience for ivory, ebony, and panther skins. 
Evidence also indicates trading links between 
Egypt and Crete from the beginning of the sec- 
ond millennium B.c.£. Paintings in each area show 
ships from the other country. 

The Egyptians also traded with present-day 
Syria through Mesopotamian trading centers. 
Syria was the main trading link in the eastern 
Mediterranean. It provided a natural link between 
Egypt and Mesopotamia in the West and Asia 
Minor in the East. A painting in the tomb of the 
mayor of Thebes in Egypt shows ships manned 
by Syrian sailors discharging cargo into an Egyp- 
tian town. The presence of an official, presum- 
ably the mayor, illustrates the fact that in Egypt 
during this period all major foreign trade was 
organized by the state. Evidence of a reciprocal 
influence from Egypt to Syria dates from the 
Egyptian eighteenth dynasty in the second mil- 
lennium B.c.£. Ivory panels from a bed found in 
Ugarit on the coast of Syria, though portraying 
local subject matter, are carved in the static Egyp- 
tian style. 

Another prosperous group of Mediterranean 
traders during this early period were the inhabit- 
ants of Crete. Besides trading with Egypt, Crete 


traded extensively with present-day Turkey, Syria, 
the Euphrates Valley, the Cyclades Islands, and 
Cyprus. These Minoans (c. 3000-1000 B.c.£.) on 
Crete, named for their legendary King Minos, 
transformed the artistic influences from the re- 
gions with whom they traded into a style 
uniquely their own. Crete exported timber, tex- 
tiles, purple dye, wine, and oil. It imported ivory, 
gold, and precious stones. Ivory carving was one 
of the great Minoan arts. Their ivory came from 
the imported tusks of the Syrian elephant. One 
of the famous examples of Minoan art, the Snake 
Goddess, from approximately 1600 B.c.£., is made 
of imported ivory with bands of gold indicating 
her belt, bracelets, skirt decorations, and the 
snakes she holds. Gold jewelry was popular 
among the Minoans. Their jewelry shows Egyp- 
tian and Babylonian influences, which would 
have reached Crete through Syria. Egyptian in- 
fluence is also seen in the Minoan terra-cotta figu- 
rines crafted between 2000 and 1500 B.c.z. 
Following the Egyptian style, male flesh was col- 
ored red to indicate a healthy male who had an 
outdoor tan, while female flesh was colored white 
to indicate a delicate lady who avoided exposure 
to the sun. 

While trade relations in the region influenced 
Minoan art, that of the Minoans significantly in- 
fluenced the art of early mainland Greece. This 
impact is evident in treasures excavated from 
grave circles at Mycenae (c. 1600-1200 B.c.£.). Ar- 
chaeologists have determined that some of these 
treasures are of Minoan origin, some are works 
executed by Minoans for Mycenaean customers 
or masters, and some are works by Mycenaeans 
under Minoan influence. Among the most famous 
of these treasures from early mainland Greek 
tombs are the golden Vapheio cups (c. 1500-1450 
B.C.E.). Some of the finest examples of Minoan art, 
these cups depict in relief the capture of wild bulls. 
A number of these technical processes and deco- 
rative motifs learned by the Mycenaeans were 
later transmitted to Greek art of the eighth and 
seventh centuries B.C.E. 

Greek art from the seventh century B.c.£. also 
reflected styles from the East that had become 
commonplace in their commercial and personal 
spheres. The Greek city-states, experiencing in- 
creases in population, wealth, industry, and com- 
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merce, pursued colonization abroad. Because of 
this, Eastern goods flooded the markets on the 
Greek mainland. Goods from northern Syria and 
Phoenicia, from Phrygia in present-day central 
Turkey, and from Urartu in present-day eastern 
Turkey reached Greece in increasing quantities. 
These imports included metalware, ivory carv- 
ings, trinkets, and textiles, along with Eastern 
craftsmen. Their effect on the visual arts was im- 
mediate. These goods and craftsmen appeared 
first at the Greek trading center, Corinth. The 
fluid, natural Oriental style (c. 700-600 B.c.£.), 
named for its origins in the East, quickly replaced 
the Greeks’ static geometric style (c. 900-700 B.c.£.) 
in pottery decoration. Although gracefully utiliz- 
ing Eastern motifs such as animals, Eastern mythi- 
cal beings, and vegetal decoration, the Greeks 
added their characteristic sense of balance and 
symmetry. 

By the end of the seventh century, Greeks 
were also borrowing from trading partners’ pro- 
totypes for their early archaic-style (c. 600-480 
B.C.E.) sculpted figures, but they continued to 
adapt artistic forms to their unique style. The well- 
known male sculptural figure, the kouros, shows 
the stiff, frontal pose of the Egyptian statues. 
Unlike the clothed Egyptian male statues, how- 
ever, the kouros are nude, as were Greek males 
who trained in the gymnasium. The female fig- 
ure, the kore, on the other hand, shows influences 
of the Near East. The kore is fully clothed in the 
style of luxurious courts in Ionia in present-day 
Turkey. 

The eventual consolidation and expansion of 
the Greek empire under Alexander the Great took 
Greek culture into the conquered East, particu- 
larly Persia and northwest India. By the time 
Alexander died in 323 B.c.£., a new style of Greek 
art, the Hellenistic style (320-30 B.c.£.), had arisen 
in response to this expansion. The Hellenistic style 
is known for its sense of drama and emotion as 
opposed to its predecessor, the idealistic classical 
style (480-320 B.c.z.). This increased contact with 
Greeks also influenced the art of other lands. The 
Gandara art of northwest India from the first to 
the fifth centuries c.z. shows important influences 
from the Greeks and the later Romans (509 B.c.£.— 
395 c.k.). This influence came from objects im- 
ported from western regions such as metal 
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statuettes of Greek gods and Roman metal and 
plaster sculpture. Artisans were even imported 
from the eastern reaches of the Roman empire. 
One of the artworks in which Western influence 
is evident in the Gandara art of this period is the 
Standing Buddha (c. first century c.£.) from Hoti- 
Mardan near Peshawar. It has the adolescent fa- 
cial features and wavy hair of the Greek 
classical-style Apollo Belvedere (330 8B.c.£.) and is 
covered with drapery reminiscent of the Impe- 
rial draped statues of first-century Rome. 

Although Greek art was exported to the East, 
its biggest customers were Roman collectors, who 
wanted copies of Greek sculptures. After the Ro- 
mans defeated the Greeks, the collectors also 
wanted originals. Through the medium of trade, 
many original works of art, copies of originals, and 
counterfeits flooded out of Greek sanctuaries and 
workshops into Rome. One of the most famous 
examples of Greek sculpture owned by the Ro- 
mans, though probably a copy of the original, was 
discovered in Rome in 1506 with Michelangelo in 
attendance. The dramatic Hellenistic Laocoon has 
been dated between the first century B.c.£. and the 
first century c.£. It depicts the attack on the Trojan 
priest Laocoon and his two sons by giant snakes 
sent by Poseidon as retribution for Laocoon’s ad- 
vising the Trojans (c. 3000-700 B.c.£.) not to allow 
the Trojan Horse within the city walls. 
Michelangelo’s art was greatly influenced by the 
Laocoon’s writhing musculature. 

Although the Romans were consummate col- 
lectors, there were Romans such as the famed 
statesman Cato, who wanted to stem the flood of 
foreign objects from Greece and other conquered 
areas. Cato worried that the treasures being im- 
ported from the captured areas were capturing 
the Romans, instead, because people admired the 
artistry of such places as Corinth and laughed at 
that of the Romans. Roman art did, in fact, bor- 
row from other cultures. It emulated Greek art 
by copying the Greeks’ ideal portrayal of the hu- 
man body. However, the Romans introduced por- 
traiture into the faces of their sculptures instead 
of using the idealized human face favored by the 
Greeks. 

Regardless of warnings by people such as 
Cato, Romans continued to import and export a 
great deal of art. They had extensive trading net- 


works with the East. The Silk Road to China 
helped supply luxury goods to the Romans. In 
exchange for their coveted silks, the Chinese were 
given Roman glassware of the highest quality, 
bronze vessels and statuettes, and plaster models 
for use in casting. Besides transmitting Western 
and Near Eastern goods to the East, trade on the 
Silk Road also transmitted artistic influence to the 
East. Chinese glassware of the period reflects 
Mediterranean designs, while Chinese gold ob- 
jects and woven hangings were decorated in Per- 
sian motifs. 

The trade routes also provided sites along the 
way for Western craftsmen to practice their art, 
thereby influencing local Eastern traditions. West- 
ern influences on the art of India and Afghani- 
stan can be seen in the free grouping of figures, 
in the use of mythical fawns and Westernized 
dress, in addition to scenes from the Trojan leg- 
end used to illustrate Buddhist tales. 


MIGRATION PERIOD AND 
MEDIEVAL ERA 


As the Roman empire became overextended and 
divided during the fourth and fifth centuries, it 
became more vulnerable to the incursions of mi- 
grating tribes from the north, such as the Goths, 
Visigoths, Franks, Burgundians, Celts, and 
Lombards. These migrating people had artistic 
heritages of their own that were at times influ- 
enced by the Roman goods that they imported. 
For instance, influences of Roman art can be found 
in the art of the northern Celts. They adopted the 
Roman use of human figures, especially faces, but 
abstracted them for their own purposes. 

The early medieval period was also the era of 
the Viking raids from the ninth to the eleventh 
centuries. The ancestors of today’s Swedes sailed 
into northern Russia and established trading 
posts. There, they exchanged otter and beaver 
pelts, amber, and walrus ivory. From the Russian 
bases, these Swedish Vikings carried their wares 
to Constantinople and even Baghdad. They 
brought back silver and spices from Arabia, ex- 
quisite brocades from the Byzantines, and orna- 
mented leatherwork from Persia. Traders from 
throughout western Europe would then travel to 
market centers in Sweden to trade for these items. 


They would offer glassware, woolen cloth, sword 
blades, and other items of Western manufacture 
for the goods from the East. 

The Byzantines, located at an important trad- 
ing site on the crossroads of East and West, de- 
veloped a powerful civilization that lasted from 
the fifth century to the fifteenth century. Located 
in today’s Constantinople, their capital, 
Byzantium, became a great center of artistic de- 
velopment. Byzantine art shows the influence of 
the cultures with whom it traded. Artists com- 
bined the Classical realism of Greece and Rome 
with the abstract art of the Near East. The 
Byzantines are an example of trade contributing 
to the development of a cultural center. 

By the eleventh century, many of the migrat- 
ing invaders had settled throughout Europe and 
the Continent had begun to revive economically. 
These settlers built new towns and began farm- 
ing. The output of farms and workshops became 
greater, and there was an accompanying increase 
in local and international trade. The Crusaders 
(eleventh to thirteenth centuries) brought back 
Eastern items, which generated great interest in 
these wares. Artful objects such as carved ivory 
and rock crystal, ceramics, and metalwork created 
by talented Muslim artists were in great demand 
by Christian as well as Muslim patrons in Europe. 
Textiles from the East provided a wealth of motifs 
that Western artists copied. 

With Constantinople as the crossroads and the 
Mediterranean newly opened after the demise of 
Muslim control, traders also became aware of new 
routes and of others’ ideas for manufacturing ar- 
tistic goods. European artisans learned from East- 
ern traders the use of indigo, lacquer, and silver. 

During the migration period, goods had been 
exchanged by barter. With this new era came the 
upsurge of money-based commerce for goods 
such as Flemish weaving. The currency placed 
into circulation through trade contributed to a 
boom in urban life and the development of mar- 
ket places, docks, roads, bridges, and the first 
universities. This money also helped fund the 
proliferation of medieval cathedrals with their 
stained glass windows, paintings, and sculptures. 

With the growth of towns and trade, new 
classes of artisans and tradesmen emerged to serve 
the needs of the population. Quarriers and ma- 
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sons helped erect the stone cathedrals, painters 
created the altarpieces for these cathedrals, and 
merchants sold wares obtained through trade. 
Because of the increase in trade, merchants could 
become wealthy. Subsequently, these newly 
wealthy commercial magnates in places such as 
Italy eroded the nobility’s monopoly of power. One 
such merchant was Francesco Datini. He left Italy 
for Avignon, France, at the age of fifteen to make 
his fortune. By the time he was thirty-three, he had 
a shop in Barcelona and four shops in Avignon. In 
these shops, he traded in cloth, silk, and spices. 
He also opened other shops in which he dealt in 
works of art, jewelry, and silver goods in addition 
to armor, silver belts, and tooled leather goods. 


RENAISSANCE 


Along with industry captains and bankers, these 
merchants became the affluent bourgeoisie and 
changed the face of Europe. They became patrons 
of art, a domain previously open only to nobility 
and the church. These new patrons collected il- 
luminated manuscripts, constructed and deco- 
rated chapels and public monuments, and bought 
tapestries and jewelry. One of these commercial 
families, the fifteenth- and sixteenth-century 
Medici in Italy, provided the funds and the in- 
centive for some of the most famous artworks of 
the Renaissance, such as Michelangelo’s frescoes 
on the ceiling of the Sistine Chapel (1508-1512) at 
the Vatican. 

In Italy during the fifteenth and sixteenth cen- 
turies, access to the Mediterranean led to a num- 
ber of cross-cultural exchanges. While many 
patrons and artists never left their immediate lo- 
calities, they had access to foreign goods through 
long-distance trade. Italian merchants placed or- 
ders for tapestries, paintings, goldwork, portraits, 
dinnerware, and cloth from other parts of Europe. 
Especially valued were Chinese porcelain, Byz- 
antine artworks, reliquaries, ivories, and textiles. 
Italian merchants also shipped Italian works 
abroad. One such merchant, an Italian trader on 
the island of Cyprus, in 1499 ordered for export 
700 icons of the Virgin and Child. He specified 
that 500 of these icons should be painted in the 
Western (Roman) style and 200 of them should 
be painted in the Eastern (Byzantine) style. 
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Artists of this period often had to rely on im- 
ported materials to produce their art. To create 
the gilt bronze Gates of Paradise doors (1401-1452) 
of the Florence Cathedral Baptistery, Lorenzo 
Ghiberti had to rely on imported gold. Italians 
procured their gold from Africa, Egypt, and Hun- 
gary. Artists also had to import materials to cre- 
ate color for their paintings. The color blue came 
from the rare lapis lazuli stone, but the less ex- 
pensive German blue could be made from azur- 
ite. Venetian painters profited considerably, for 
they were at the crossroads of trade in the miner- 
als and stones that would be ground to provide 
pigment for paint. 

With the advent of printing in the fifteenth 
century, woodblock prints also became a popular 
item of trade. They were sold between cities and 
between countries to such an extent that the prob- 
lems of copyright and profit had to be addressed. 
Also regulating art and commerce during this pe- 
riod were the guilds. They sought to control com- 
petition and prevent cheap imports from other 
locations. For example, in 1457 the Venetian paint- 
ers’ guild convinced the Venetian government to 
seize carved and gilded wooden altarpieces that 
had been illegally imported from Germany. 

During this era, Italy developed a preemi- 
nence in trade and maintained a lively trade with 
the East. Between 1300 and 1600, this international 
luxury trade had a great impact on artistic taste 
in Italy. The Eastern goods came from China and 
from Islamic lands as far away as Anatolia, Persia, 
and the Mongol empire in Asia. Items such as 
Chinese porcelain and Islamic carpets, metalwork, 
glass, and ceramics were most popular among the 
Italian clients. The trade in Chinese and Islamic 
goods became widespread because these items 
were small and portable. Islamic goods had plant, 
animal, and geometric designs that inspired de- 
signs throughout Europe. Oriental goods such as 
textiles were often portrayed in European paint- 
ings of this era. 

In return for these items, the Italians left 
Murano glass, Italian ceramics, Spanish luster- 
ware, and Italian textiles. European paintings 
from this period portray the rise in overseas trade 
and travel. There are images not only of ships and 
goods, but also of ambassadors arriving to nego- 
tiate trade contracts. Additionally, the imported 


goods inspired imitation in Italy. During the fif- 
teenth century, imports enhanced the rapid de- 
velopment of Italy’s craft industries. 

Imported items influenced artists in other 
European countries besides those in Italy during 
this era. Flemish artists, especially the weavers of 
tapestries, drew inspiration from contact with 
imported original artworks and from imported 
engravings of original artworks. Engravings in 
books and artists’ prints arrived from Venice, 
Ferrara, and Florence. The early sixteenth-century 
engravings of Marcantonio Raimondi exerted a 
decided influence. His engraved copies of works 
by such noted artists as Albrecht Durer and 
Raphael, besides his engravings of antique sculp- 
tures, portraits, and genre scenes by many differ- 
ent artists, spread these styles throughout the 
continent. 

The French during this era acquired foreign 
influence through the importation of foreign art- 
ists and through their conquest of parts of Italy. 
The ambitious King Francis I (r. 1515-1547) im- 
ported such well-known Italian artists as Leonardo 
da Vinci, Andrea del Sarto, and Benvenuto Cellini 
to give his court the same luxury, magnificence, 
and culture of those in Italy. The Spanish mon- 
archs Ferdinand (r. 1474-1516) and Isabella (r. 1474- 
1504), Charles V (1. 1515-1556), and Philip II (r. 
1556-1598) also imported Italian artists. Andrea 
Sansovino exerted a decided influence on Span- 
ish sculpture, as the Spanish fully adopted the 
Italianate style in art and architecture. 

Besides importing artists, the European courts 
such as that of the Este in Ferrara demanded the 
importation of a wide variety of artworks. The 
Este court (1240-1597) purchased paintings, illu- 
minated manuscripts, sculptures, carpets, coins, 
precious stones, and antiquities from art dealers 
in Rome, Genoa, Bologna, Milan, Florence, and 
Venice. This type of activity stimulated the rise of 
specialization by merchants in the art trade. 


BAROQUE PERIOD 


The growth of the art trade was fueled by the fe- 
ver for exploration during this period. European 
artists’ and merchants’ need for raw materials and 
new markets combined with the systemization of 
geographical knowledge, improvements in navi- 


gation and sailing, and the competitive rivalry of 
European maritime countries to encourage explo- 
ration. New sea routes were opened to Africa and 
the East, and explorers crossed the Atlantic look- 
ing for gold, raw materials, and markets. Goods 
that had been impractical to carry overland could 
now be transported by sea to trade for valuable 
cargoes. Maritime shipping dramatically reduced 
transportation costs. Ships brought back such raw 
materials as ivory and gold in addition to artworks 
from the Orient. They took items from their own 
countries such as textiles, jewelry, and altarpieces 
to trade. 

An area that provided a great market for the 
altarpieces was the newly colonized Latin 
America. As a result of fifteenth-century explora- 
tion, the Spanish and Portuguese had begun to 
settle Latin America and to explore for silver and 
gold. They also sought to convert Latin Ameri- 
can natives to Christianity. One of the results of 
these early activities was the wealth of European- 
inspired religious art and architecture found in 
Latin America. In the cathedrals, churches, and 
monasteries, the architecture and decoration imi- 
tated that of the mother country. To accomplish 
this, the Spanish and Portuguese imported books, 
artworks, artists, and the altarpieces themselves. 
The Descent from the Cross, a bas relief from the 
Dominican convent in Yanhuitlan, Mexico, is cop- 
ied from an etching by Raimondi. Additionally, 
one of the oldest surviving altarpieces in Brazil is 
a retablo, a screen that is carved or painted with 
religious images and is made to fit behind the al- 
tar table. Imported from Portugal and placed in 
Rio de Janeiro, it is believed to be a miniature ver- 
sion of the retablo in the church of St. Roque in 
Lisbon. 

Paintings for private use were also imported 
from Europe. Peruvians imported Italian, Flem- 
ish, and Spanish paintings on wood or canvas in 
large quantities from the middle of the sixteenth 
century. Latin American artists also became ac- 
complished at their craft. Guatemalan artists be- 
came so skilled in making statuettes in the 
European style that they exported them in large 
quantities to Mexico. Artists trained in Ecuador 
experienced the same success. In the eight years 
in the eighteenth century for which there are 
records, more than 260 cases of sculptures and 
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paintings made in Quito were shipped from the 
Ecuadorian port of Guayaquil. Interestingly, a Far 
Eastern influence can be found in Quito art, be- 
cause Franciscans imported a group of artists from 
the Far East. 

Not only did trade in Eastern artists influence 
the art of Latin America, Eastern art, itself, was 
influenced by trade with the West. The Japanese 
response to Western art was similar to their re- 
sponse to the centuries-old exposure to Chinese 
and Korean art in their culture. They adapted in- 
fluences from other cultures to their native style. 
For example, through Chinese imports, the Japa- 
nese were exposed to ink wash screen painting. 
While they adopted the Chinese use of long, curv- 
ing lines and the use of ink wash to depict atmo- 
spheric mist, the Japanese used this technique to 
cover entire palace and monastery walls instead 
of just screens as the Chinese did. The Japanese 
selective response was the same to Western goods. 
They adapted the aspects of Western art that 
suited their taste and discarded the rest. After the 
arrival of Portuguese traders in the sixteenth cen- 
tury, the Japanese developed a type of art called 
Namban, art of the “Southern Barbarians,” the 
Portuguese. They produced paintings of Portu- 
guese or Dutch ships, with traders, soldiers, and 
priests depicted as extremely tall with jutting 
noses, blue eyes, and red hair. The Dutch had set 
up a trading post and were in competition for 
Japanese trade not only with the Portuguese, but 
also with the Spanish and English. The Protes- 
tant English and Dutch traders were able to con- 
vince the Japanese rulers that the Catholic 
Portuguese and Spanish traders and their mission- 
aries were a threat, so the Japanese expelled the 
Spanish and Portuguese and in 1636 closed their 
borders to all foreigners. The Dutch, however, 
were allowed to trade from the island of Deshima 
opposite the port of Nagasaki. They were the en- 
try point for Western culture, introducing the fas- 
cinated Japanese to astronomy, medicine, botany, 
and Western perspective in art. The Japanese 
adapted perspective drawing and life sketches to 
the oil painting of the Namban and their enor- 
mous galleons. Additionally, the fabrics, patterns, 
and color schemes of European textiles inspired 
brilliant and innovative ceramics of craftsmen 
such as Furuta Oribe and his followers. 
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European trade also had an impact on the art 
of India during this period. The emperors of the 
Mughal empire (1522-1857) traded with the 
Dutch East India Company, the British East India 
Company, and the French East India Company. 
The Indians exported pepper, silk, indigo, and 
textiles. The Europeans brought precious metals, 
woolens, tin, copper, artwork, and some European 
luxury goods. Mughal painting, consisting of min- 
iature paintings illustrating court life, literature, 
nature, and genre scenes, was inspired by the art- 
work of the West. The Mughal artists gained 
knowledge of Western perspective and realism 
from engravings and illuminated manuscripts 
that were imported by Jesuit missionaries and 
other European visitors. The Western traders, in 
turn, took Mughal paintings back to Europe. Art- 
ists such as Rembrandt van Rijn saw and made 
copies of these paintings. 

The seventeenth century in Europe saw a pow- 
erful impact of trade on art. Dutch trade expanded 
enormously in the seventeenth century. The Dutch 
eventually dominated world trade because they 
led in the ability to market luxury goods and mass- 
produced items. The Dutch luxury goods indus- 
try excelled because it had access to necessary raw 
materials through maritime trade. Because of the 
increase in wealth generated by trade in seven- 
teenth-century Netherlands, an increasing num- 
ber of the Dutch population could afford art. 
Income and wealth, not heredity, became the de- 
termining factor in a person’s social status. For the 
first time in European history, the middle class and 
traders were demanding works of art. This encour- 
aged more diverse types of art and a number of 
artistic achievements. The merchants commis- 
sioned paintings of themselves and their wives. 
They also commissioned paintings of their impres- 
sive sailing vessels. Paintings had become market- 
able goods that competed for the buyer’s attention. 
The increase in the demand for art influenced the 
choice of subject matter. The purchasers preferred 
genre paintings and subjects they not only could 
understand, but also could afford. Thus, the alle- 
gorical and mythological subjects that required an 
education to understand were no longer popular, 
while there was a rise in interest in landscapes. 
Another influence on this phenomenon was Cal- 
vinism, which promoted art as an aesthetic me- 


dium instead of one solely for devotion. Thus, trade 
not only changed the subject matter of art, but also 
made it possible for more people to buy art. 

The guilds also lost their influence over pro- 
duction. The expanded art market generated a new 
profession, that of the art dealer. One such person, 
the Antwerp dealer Matthijs Musson, dealt in in- 
ternational art. Through his Parisian agent, Jean- 
Michel Picart, he learned of his French clients’ tastes 
and directed the production of paintings to meet 
their demands. 

While Musson and other merchants in sev- 
enteenth-century Europe augmented their own 
wealth through trade, European empires used 
mercantilism to augment their states’ war-making 
capabilities. The seventeenth century was a time 
of war and struggle for control in Europe. Each 
state was fighting to extend its boundaries, to gain 
overseas territories, and to expand its share of 
overseas trade. Trade performed admirably in 
supplying the empires’ war-making revenue dur- 
ing this period. 

One of the states gaining revenue through 
trade was France. There, the adept finance min- 
ister Jean-Baptiste Colbert sought to generate 
state wealth through the development of indus- 
try and exports. One of the industries he created 
was the famous Gobelins tapestry workshop and 
school, which ensured France of preeminence 
in this valuable craft. Colbert also imported Ital- 
ian artisans to teach their French counterparts 
to blow glass and to make lace. In the country 
that gave us the word “bourgeoisie,” King Louis 
XIV (1. 1643-1715) and Colbert developed the 
middle class by offering them profitable govern- 
mental positions, investment opportunities, and 
profitable overseas trade in luxury goods. 
Though they had few political rights, this class 
developed economic viability. They, too, became 
patrons of the arts. 


EIGHTEENTH AND NINETEENTH 
CENTURIES 


Peter the Great of Russia (1. 1682-1725) also de- 
veloped patronage of the arts as an impetus to 
trade during this period. He opened his country 
to Western influence to promote free and equal 
trade with the West and to create a government 


and social system that could negotiate and un- 
derstand the successful European economies. To 
compete in the art market, he imported some of 
the best artists from Germany, France, and Italy 
to Russia and sent the most promising Russian 
pupils to Europe to study. He also imported Eu- 
ropean art such as marbles and casts of antique 
statues from Italy. This connection with the artis- 
tic styles of Europe was continued by Peter’s suc- 
cessors Elizabeth (r. 1741-1762) and Catherine II 
(x. 1762-1796). 

One artistic industry benefiting from trade 
with Russia was that of the Englishman Josiah 
Wedgwood. A Staffordshire potter, Wedgwood 
persistently experimented with clays, glazes, fir- 
ing, and coloring on his ceramic ware. Since he 
was a skilled salesman besides being an artist and 
scientific potter, Wedgwood marketed his works 
to both the nobility such as Catherine II and the 
rising middle class. He traded both regionally and 
internationally, and, like the Gobelins workshop, 
achieved wealth and fame in both. 

The eighteenth century also saw the Japanese 
lift the ban on the importation of Western books. 
This allowed a wealth of Western-inspired images 
in art to be imported. Japanese artists such as 
Shiba Kokan then became dissatisfied with the 
Chinese style of painting in which they were 
trained and turned to Western art. Kokan adopted 
European realism and perspective. Although 
printmaking was no longer practiced in Japan, 
Kokan studied Western manuals and learned the 
techniques of engraving, producing the first Japa- 
nese print in almost 200 years. It was in the field 
of color woodblock prints that Western methods 
of spatial depth were most successfully absorbed. 
Katsushika Hokusai and Ando Hiroshige, two of 
the most famous Japanese printmakers, used 
Western techniques to their own ends. They 
adapted Western-style perspective and the 
method of deliberately working out the design 
instead of using the favored Chinese method of 
spontaneity. Hokusai’s use of Western perspec- 
tive was exaggerated in his color prints of the 
1780s and became more distorted in his later 
works. In his greatest achievement, Fifty-three 
Stages of the Tokaido, Hiroshige shows that he thor- 
oughly absorbed the Western influence of spatial 
depth. These Japanese woodcut prints were an 
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extremely important influence on the art of the 
later impressionists in Europe and America. James 
A. McNeill Whistler’s Falling Rocket was inspired 
by Hiroshige’s Fireworks at Ryogoku, while Vincent 
van Gogh made a copy in oil of Hiroshige’s Sudden 
Shower at Atake. 

Other important East-West trade relationships 
affecting art in the eighteenth century were those 
between Portugal, the Netherlands, France, and 
China. By the eighteenth century, Portuguese and 
other foreign ships were trading directly with 
Canton. The Cantonese craftsmen adeptly imi- 
tated European styles and techniques in textiles, 
screens, porcelain, furniture, and other products 
made for the European market. China, in fact, was 
more receptive to European painting than the 
Europeans were to Chinese paintings. 

The Europeans’ enthusiasm for Chinese 
goods was limited to their crafts and decorative 
arts. Since the sixteenth century, the Portuguese 
and Dutch had been importing the popular Chi- 
nese porcelain. In fact, Rembrandt had Chinese 
bowls and figurines besides several Mughal min- 
iatures and the blue-and-white Chinese porcelain 
is evident in Dutch still-life painting of the era. 
The enthusiasm for Chinese art objects was also 
evident in France. King Louis XIV had many Chi- 
nese objets d’art, including twelve panels from a 
Chinese screen. The famous French painter Jean- 
Antoine Watteau painted several pictures in the 
Chinese manner with Chinese characters in them. 
The British were equally important customers of 
China, as France was. Through the East India 
Company, the British imported great quantities 
of Chinese hand-printed wallpapers and paint- 
ings on paper. However, there was no widespread 
move among English artists to imitate the Chi- 
nese style during the eighteenth century. 

During this period, however, there was a 
widespread imitation of the Egyptian style in 
Europe. It began with the importation of a num- 
ber of Egyptian artifacts by the military conqueror 
Napoléon Bonaparte. Imitating many conquerors 
before him, he returned from his successful 1798 
Egyptian expedition with many prizes. Through- 
out Europe and America in the late eighteenth 
and early nineteenth centuries, Egyptian motifs 
such as sphinxes, obelisks, and pyramids could 
be seen in furniture, goldwork, porcelain, and 
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paintings. In 1836, Pope Gregory XVI opened the 
Egyptian Museum at the Vatican to display, 
among other Egyptian artifacts, the abundance 
of Egyptian goods brought to Pope Pius VI by 
Napoléon from his Egyptian campaign. 

The nineteenth century also saw an enthusi- 
asm in Europe for Oriental art, especially that of 
Japan. With the entrance of Commodore Matthew 
Perry to Japanese waters and the Treaty of Shimo- 
noseki in 1854, the Japanese doors were thrown 
completely open to the West. Although European 
art had been filtering slowly into Japan through 
Deshima for the last 200 years, the opening of the 
flood gates generated not only a Western passion 
for “japonaiserie,” the term for Japanese objects and 
art depicting them, but also an overwhelming Japa- 
nese enthusiasm for Western art. 

The expansion in the impact of foreign art on 
European artists was facilitated by the increas- 
ingly popular trade exhibitions of this era, 
through which Europeans had a greater exposure 
to the products, technology, and art of other cul- 
tures. The Japanese exhibition at the trade-ori- 
ented second Paris Exposition Universelle in 1867 
intrigued European visitors with its presentation 
of Japanese prints and artifacts and helped launch 
the passion for everything Japanese. The Euro- 
peans began to import Japanese art and decora- 
tive objects of all types. Japanese decor became a 
hit in fashionable circles in England as well as in 
France. European artists and designers met the 
market demand for the Asian style in their art. 
French artists in the 1860s included japonisme, the 
influence of Japanese things, in their paintings. 
Edouard Manet placed a Japanese screen in his 
famed portrait of the writer Emile Zola, and Whis- 
tler included Japanese decor such as cherry blos- 
soms, a blue-and-white Japanese vase, a Japanese 
fan, and Japanese asymmetrical composition in 
his Symphony in White No. II: The Little White Girl. 
The French impressionists were particularly in- 
fluenced by Japanese prints. The studios of Whis- 
tler, Manet, Edgar Degas, and Claude Monet held 
Japanese china, fans, and prints that were often 
featured in their paintings. In addition, Degas 
adopted Hokusai’s and Hiroshige’s sense of space 
by using their unusual perspectives, asymmetry, 
and cropping of figures by the picture frame. 
Additionally, impressionists such as Manet and 


Henri de Toulouse-Lautrec adopted the Japanese 
flatness of form. 

While influencing artistic styles, trade exhibi- 
tions such as the Exposition Universelle also played 
an important role in the global expansion of in- 
dustrialism and in the stimulation of international 
trade. While exposing Europeans to other cultures’ 
art forms and technology, these trade fairs also 
forged a link between art and industry through 
manufacturing. One of these exhibitions, the Great 
Exhibition of 1851, featured exhibits from all over 
Europe, the East, and the United States that in- 
cluded examples of manufactured art and design 
products. It provided a significant influence on the 
English artist and designer William Morris, whose 
style was also influenced by Asian art. He com- 
bined art and manufacturing by mass-producing 
his fabric and wallpaper designs that included 
Asian motifs. He was a pivotal influence in the late 
nineteenth-century arts and crafts movement. Art- 
ists in this movement insisted that industrial soci- 
eties include the decorative arts in the scope of art, 
a definition that is applicable to this day. 

While Japan’s open doors to trade with the 
West led to the West embracing the Japanese style, 
the Japanese, on the other hand, rejected their 
own style in favor of the Western methods. Japa- 
nese artists during this era began painting in the 
European manner because that style was market- 
able, whereas the traditional Japanese style was 
considered worthless. It took an American pro- 
fessor of political economy and philosophy in 
Tokyo, Ernest Fenollosa, to help the Japanese re- 
discover the value of their native art. Although 
with the help of people like Fenollosa the Japa- 
nese began to value their artistic tradition, they 
continued to import Western art in the form of 
exhibitions, books, and works of art. The influ- 
ence of artistic movements in France and the 
United States on Japanese art continues to this 
day. Ironically, the Japanese, who gave the West 
artistic concepts that have had such an impact on 
impressionistic and modern art, are now passion- 
ately collecting French impressionistic art. 

While trade and colonial interests brought 
Europeans into contact with the art of the East, 
these factors also introduced Europeans to the rich 
artistic heritage of Oceania and Africa. People in 
the Oceanic island chains in the Pacific such as 


Polynesia and Melanesia had been trading art- 
works among islands long before the Europeans 
arrived in the eighteenth century. After European 
contact, however, their artworks began to portray 
the items they had acquired from the Europeans 
through trade such as horses, guns, and ships. In 
return for the items they left, adventurers like 
Captain James Cook took Oceanic artworks such 
as Tahitian mourning costumes back to Europe. 
These items were appreciated for their novelty 
and their artistic value. Pablo Picasso had in his 
studio Easter Island objects in addition to a 
Marquesan sculpture and a bronze rendering that 
was made from a plaster cast of the famous 
Rurutu sculpture from the British Museum. 
Like the Oceanic artworks, African artworks 
were also appreciated in Europe for their design 
values, not for their cultural content. Although 
Europeans had traded with the coastal areas of 
Africa since the fifteenth century, the African art- 
works they returned to Europe were seen as cu- 
riosities of what was considered a primitive 
culture. Trade with Africa in the nineteenth cen- 
tury greatly increased as countries such as En- 
gland, France, and the Netherlands scrambled to 
acquire portions of Africa for valuable trading 
opportunities. Artworks returned to Europe in the 
trading channels were perceived for the first time 
for their aesthetic qualities. Artists such as Georges 
Braque and Picasso bought carvings imported 
from Africa and based a great deal of their early 
twentieth-century cubist style on the abstracted 
African forms. In his revolutionary Les Demoiselles 
d’Avignon (1907), Picasso used the abstract geo- 
metric shapes and compressed space of African 
sculpture to help present his five females. He even 
gave two of these females African masks for faces. 
Other artists such as Ernst Ludwig Kirchner, 
Maurice de Vlaminck, André Derain, and Henri 
Matisse were also influenced by African art. 


TWENTIETH CENTURY AND 
MODERNISM 


African art also inspired a group of artists who were 
forced to relocate because of trade. African artisans 
brought to the United States through the slave 
trade used designs from their native country in 
producing decorative arts for their masters. Their 
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descendants, black artists of the twentieth century, 
returned to the imagery of their native land. Intel- 
lectuals of the Harlem Renaissance such as Alain 
Locke encouraged blacks to reclaim their heritage. 
Locke pointed out that if European artists such as 
the cubists had claimed formal aspects of African 
art to birth modern art, why could not blacks re- 
claim the spirit of their native culture’s art. Black 
artists began to use African themes, images, and 
stylistic elements in their works. They were in- 
spired by African art that had been imported to 
exhibit in American collections such as that of 
Locke, the Barnes Foundation of Merion, Pennsyl- 
vania, and the Museum of Modern Art. Artists such 
as Aaron Douglas used the flat patterns and de- 
signs of African art while Lois Mailou Jones painted 
African masks in their geometric beauty. 

Not only did trade expose blacks to their Afri- 
can artistic roots, but it also was one of the cor- 
nerstones of early American economics. The 
American colonists, like their European brothers, 
believed that a republic’s strength lay in its abil- 
ity to create wealth. In marketing themselves, 
American artists answered the call. The luminists, 
artists known in the mid-nineteenth century for 
their polished, realistic images, were adept at pro- 
vincial marine painting, mainly in Boston. Mer- 
chants there had become rich through the sea 
trade. They wanted portraits not just of them- 
selves and their finery, but also of their ships, full 
of precise detail. Marine artists such as Robert 
Salmon and Fitzhugh Lane met these merchants’ 
specifications with harbor scenes featuring their 
patrons’ impressive trading ships. 

As Americans became wealthy through trade 
and commerce, they sought to legitimize their sta- 
tus with art, architecture, and decorative objects. 
Gilded age (1869-1877) magnates at the end of the 
nineteenth century, such as Cornelius Vanderbilt 
and J.P Morgan, were obsessed with acquiring tro- 
phies from earlier outstanding cultures. They 
looked to Europe for these things, believing that 
art from the Continent afforded them status un- 
available from American art and design. The 
American Renaissance afforded them an additional 
opportunity to produce art and architecture in the 
spirit of one of the greatest periods in art history, 
the Italian Renaissance. They imported not only 
artworks, but also design from Europe. 
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To counteract this tendency to buy overseas, 
American artists such as Robert Henri and Arthur 
Davies conceived of the now-famous Amory Show 
that was held in New York City in 1913. While the 
organizers’ intention was to demonstrate to the 
public that American art was competitive with that 
of the Europeans, the show, in fact, converted 
many American artists to the Europeans’ modern 
artistic style. Viewing works by Europeans such as 
Picasso, Matisse, Georges Seurat, Vincent van 
Gogh, Cézanne, Marcel Duchamp, Wassily 
Kandinsky, and Constantin Brancusi, American 
artists were enthralled and converted. Instead of 
stifling the trade in European avant-garde art in 
favor of the American traditional art, the Armory 
Show created a revolution in American painting. 
This pivotal event led eventually to the movement 
of art’s epicenter from Paris to New York City. Art- 
ists like Duchamp, who left Paris in 1915 in disgust 
at the factory atmosphere of European art, immi- 
grated to New York. Later, as a result of World War 
II, other European artists such as Salvador Dali, 
Fernand Leger, and Piet Mondrian immigrated to 
New York. Their presence contributed to the de- 
velopment of abstract expressionism in New York 
from the 1940s to the 1960s. Thus, trade, as dem- 
onstrated by the impetus of the Armory Show, not 
only resulted in the shift of the artistic center of 
the Western world, but also once again eventually 
contributed to a change in artistic style. 

Trade and change continue to be a part of the 
art world. While artists no longer paint merchants’ 
trading ships or ambassadors arriving to negoti- 
ate trade contracts, they continue to be affected 
by the opening of new trade routes and by the 
influence of art from other areas. The end of the 
twentieth and the beginning of the twenty-first 
centuries have seen the opening of yet another 
trade route through technology. Transmission of 
artistic style is no longer a matter of goods being 
shipped across oceans or continents. Art now can 
be traded globally in an instant, thanks to the 
opening of the technological frontiers. Trade can 
also transmit artistic style between all cultures that 
have this technology. Because of the instanta- 
neous global communications and trading oppor- 
tunities, the impact of trade on art is now limited 
only by technology. 

Although technological advances have taken 


art and trade into yet another realm, their rela- 
tionship remains unchanged since the Neolithic 
era. Art still depends on trade for raw materials 
and markets. Trade still depends on art to supply 
products and markets with which to trade. Their 
symbiotic relationship benefits both art and trade 
in an adaptive manner that will continue to ben- 
efit both in the future. 


Lucinda Hanks Presley 
See also: Gold; Pottery. 
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ASSOCIATION OF 
SOUTHEAST ASIAN 
NATIONS 


The Association of Southeast Asian Nations 
(ASEAN) came into existence consequent to 
the Bangkok Declaration of August 8, 1967. 
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The Bangkok Declaration stated that the 
“{alssociation represents the collective will of the 
nations of South-East Asia to bind themselves to- 
gether in friendship and cooperation and, through 
joint efforts and sacrifices, secure for their peoples 
and for posterity the blessings of peace, freedom 
and prosperity.” The main objectives of the asso- 
ciation are to “accelerate the economic growth, 
social progress and cultural development in the 
region,” “promote regional peace and stability,” 
and provide “mutual assistance on matters of com- 
mon interest in the economic, social, cultural, tech- 
nical, scientific and administrative fields.” 

The initial five members of ASEAN were In- 
donesia, Malaysia, Philippines, Singapore, and 
Thailand. Over the years, five new members have 
been added to it: Brunei (1984), Vietnam (1995), 
Laos (1997), Myanmar (1997), and Cambodia 
(1999). 

The achievement of ASEAN has been phe- 
nomenal in both the economic and political fields. 
In the initial three decades, these countries have 
generally achieved an average economic growth 
rate of 7 percent. Its trade has grown from $10 
billion in 1967 to over $650 billion in 1995. The 
modernization efforts have resulted in a shift from 
the primary sector to those of the manufacturing 
and service sectors. The first summit was held in 
Bali, Indonesia, in 1976. The economic agenda set 
forth by it in the Declaration of ASEAN Concord 
related to three fields: the ASEAN Industrial 
Projects, the Preferential Trading Arrangements 
(PTA), and the ASEAN Industrial Cooperation 
(AIC) schemes. Later on, the ASEAN Industrial 
Joint Ventures was added to the AIC. These fields 
have led to the creation of a framework for eco- 
nomic cooperation among the association’s mem- 
ber countries. At the Kuala Lumpur Summit 
(1977), ASEAN started the dialogue process to 
advance its economic cooperation with its major 
trading partners. This resulted in the creation of 
the Dialogue Partners with Japan, Australia, and 
New Zealand. This process has grown over the 
years. The issues of such dialogue relate to trade, 
capital, technology, peace, and security. 

A major step toward reducing barriers of trade 
was the Singapore Summit Declaration (1992), 
where agreement was reached on a Common Ef- 
fective Preferential Tariff Scheme for the ASEAN 


Free Trade Area (AFTA). AFTA is a natural culmi- 
nation of the PTA. Economic cooperation has also 
meant the creation of subregional natural growth 
areas like the Singapore-Johor-Riau Growth Tri- 
angle, among others. 

ASEAN countries have also developed links 
with other countries through forums like Asia 
Pacific Economic Conference and an institutional 
framework of cooperation with Europe in the 
form of the Asia-Europe Meeting. It has also 
launched the East Asia Economic Caucus as an 
informal consultative forum to develop linkages 
with the countries of East Asia, which it sees as a 
region for prospective members. 

ASEAN has also been effective on political is- 
sues. An important development was the Kuala 
Lumpur Declaration of 1971 that wanted to de- 
clare the region as a Zone of Peace, Freedom, and 
Neutrality. This aimed at freedom from any form 
of interference from “outside Powers” and at 
broadening cooperation that would contribute to 
“strength, solidarity and closer relationship.” 

In 1976, a major agreement was the Treaty of 
Amity and Cooperation in Southeast Asia, which 
aimed to “promote perpetual peace, everlasting 
amity and cooperation among their peoples 
which would contribute to their strength, solidar- 
ity and closer relationship.” It also aimed to be a 
code of conduct for peaceful settlement of dis- 
putes. It was also open for the nonregional coun- 
tries to associate with this treaty. 

An important initiative of ASEAN toward a 
nuclear free region was the Southeast Asia 
Nuclear Weapon Free Zone Treaty that was 
adopted in the Bangkok Summit in 1995. It ex- 
presses ASEAN’s determination toward complete 
nuclear disarmament and the promotion of in- 
ternational peace. 

Similarly, the process to engage other coun- 
tries in a political dialogue on security issues was 
achieved through the ASEAN Regional Forum. It 
is a multilateral consultative forum among the 
countries with security interests in the Asia-Pacific 
region. Itis a three-stage evolutionary framework 
that aims at developing confidence-building mea- 
sures, preventive diplomacy, and conflict resolu- 
tion mechanisms. 

ASEAN has played an important role in the 
peaceful resolution of conflicts in the region. This 
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is best exemplified by the case of Cambodia, where 
it involved the different factions of conflict in the 
dialogue process to work toward peace and national 
reconciliation. Moreover, the organization has taken 
common positions on a number of vital global is- 
sues. This also includes a process of dialogue rela- 
tions with other countries outside the region. 

The strength of ASEAN exists in its shared 
vision about the region’s future, best exemplified 
by its Vision 2020 declaration, which sees interalia 
an “outward-looking ASEAN playing a pivotal 
role in the international fora, and advancing 


ASEAN’s common interests.” 
Anup Mukherjee 


See also: Southeast Asia. 
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ASSYRIAN EMPIRE 


An empire that developed on the Tigris River 
north of the mountains of Jabal Hamrin and ex- 
tended to a location north of Nineveh and the 
region between the Little and Great Zab (tribu- 
taries of the Tigris in present-day northeastern 
Iraq) that became independent in 1400 B.c.e. 


By the second century B.c.£., the main cities in the 
Assyrian empire were Ashur (160 miles north and 
northeast of Baghdad), Nineveh (opposite from 
modern-day Mosul), and Urbilum (modern-day 
Irbil, 200 miles north of Baghdad). 

The people of Assyria that migrated to the 
region included Semitic tribes as well as tribes 
from southern Mesopotamia. The rulers of the 
Assyrian empire were elevated to a level higher 
than a king, being referred to as a “great one.” 
Before the second century B.c.£., early Assyrian 
traders engaged in trade between Assyria and 
Anatolia, where Assyrian merchants had settled 
and married local women. This trade consisted 
primarily of textiles and metals. Assyria remained 
a lesser power to its southern neighbor of Babylon 
until approximately 1340 B.c.£., when the 
Assyrians, in cooperation with the Hittites, at- 


A highly militaristic society, the Assyrians captured much of what is 
now the Middle East in the eighth and seventh centuries B.c.e. By 
consolidating much of the region under a single ruler, the Assyrians 
helped advance long-distance trade. Shown here is a stela of 
Shamshi-Adad V, ruler of the empire from 824 to 811 B.c.e. 

(© The British Museum/Topham-IHP/The Image Works) 


tacked the king of Mitanni to the northeast of 
Assyria. Competition and jealousy soon devel- 
oped between the Assyrian and Babylonian kings 
when the Egyptian king accepted the Assyrian 
king as his social equal. During the reigns of 
Ashur-uballit (r. 1354-1318) and his son Enlil-nirari 
(r. 1326-1318), the Assyrians launched attacks 
against the Babylonians. The Assyrians then 
turned to other regions and succeeded in incor- 
porating all of Mesopotamia into the empire for a 
short period before the Hittites recaptured a large 
part of it. 

During this period, the Assyrians adopted the 
use of the Babylonian dialect, as it was consid- 
ered more advanced. Building projects along the 
Tigris in the city of Ashur were built to increase 
the prestige of the kings. Inscriptions in the pal- 


ace and the temples reveal that the king had been 
called by the gods to raise arms against the neigh- 
boring kingdoms. 

Under Shalmaneser I (r. 1263-1234), the king 
of Hanigalbat assisted the Uruatru of southern 
Armenia to break away from the Assyrian rule. 
The Assyrians found themselves cut off from 
water sources but fought desperately to defeat the 
enemy. The Assyrians then captured Mitanni and 
Hanigalbat despite attempts by the Hittites to in- 
tervene. The Hittites and the Babylonians refused 
to trade with the Assyrians in response to their 
actions. But despite this new trade embargo, the 
Assyrian rulers continued to spend money on 
their building projects, including the construction 
of a second capital at Calah (present-day Nimrud). 
Tukulti-Ninurta (r. 1233-1197) continued to pres- 
sure the Hittites and Babylonians. His army cap- 
tured and enslaved thousands of Hittites. Even 
the king of Babylon was captured and taken to 
Assyria. His sons, who feared he had gone too far 
by committing sacrilege when he sacked the 
temples of Babylon and carried off their treasures, 
ended his reign by murdering him. The death of 
Tukulti-Ninurta marked a period of decline for the 
Assyrians and a brief resurgence of the Babylon- 
ians and the Mitanni rulers who in turn severely 
oppressed the Assyrian people. 

The harsh treatment of the Assyrians resulted 
in the development of a strong military to fend off 
the foreign occupation. The empire was agricul- 
turally self-sufficient, so its resources were devoted 
to the production of chariots and weapons. Horse 
breeding became a major objective. The king re- 
lied on all classes within the society to participate 
in these new wars. Merchants imported important 
metals such as tin from Anatolia and Armenia, 
while lumber was transported from Iran. If king- 
doms along the trade routes attempted to impede 
the movement of these goods to Assyria, a war 
would be declared against the respective king- 
doms. Peasants who worked the fields supplied 
the food. Priests would sanction the actions of the 
rulers when they declared war on other kingdoms. 

Between 1200 and 1000, the Assyrian empire 
reached it greatest period. Warriors attacked the 
Aramaeans, the Syrians, and the Babylonians. The 
Assyrians developed a highly refined administra- 
tion with professional scribes. Trade increased 
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throughout the regions that the Assyrians con- 
quered, but at the same time the status of women 
within Assyria began to decline. Marriage contracts 
that had previously recognized the rights of both 
the man and the woman shifted to allow the man 
to send his wife away with a divorce settlement 
and to kill or maim her in the case of her commit- 
ting adultery and required women to wear a veil 
outside of the home. No other kingdom reduced 
the status of women to this level. In addition, the 
ruler imposed the death penalty, flogging for mi- 
nor offenses, and required debtors to work for the 
person to whom the debt was owed. So as society 
expanded through the use of military force, do- 
mestic rights declined at a corresponding rate. 

From 1000 to 750, the Assyrians repelled at- 
tacks from the nomadic Aramaeans from the Ara- 
bian Peninsula. The Assyrian army continued to 
attack throughout Mesopotamia, the Levant, Ar- 
menia, Anatolia, and the Hittite empire. They 
were known for the brutal treatment of their sub- 
jects. The military demanded more efficient weap- 
ons to use in their campaigns—a demand that 
resulted in the use of battering rams to penetrate 
thick city walls. Once a region was subdued, the 
Assyrian bureaucracy assumed control. During 
this three-century period, the Assyrians invaded 
many lands but not the empire of Babylon. Dur- 
ing the reign of Shamshi-Adad V, through his re- 
gent mother Sammu-ramat, a Babylonian, the 
Assyrians fought against the Medes. The conquest 
of a large portion of the Middle East increased 
the wealth and trade of the Assyrians. 

By 780, the Assyrian empire began to wane. 
Syria was the first province to break away. At- 
tempts to influence or control Babylon did not 
materialize. For the next several hundred years, 
Assyria attempted to retain its control over the 
region, but other groups threatened and eventu- 
ally surpassed the Assyrians in military, political, 
and economic superiority. By 609, the Babylonians 
and Medes conquered the Assyrians and the 
empire disappeared forever. 


Cynthia Clark Northrup 
See also: Babylonian Empire. 
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ASTROLABE 


An ancient navigational instrument used for 
measuring time and the position of stars. 


The word “astrolabe” originates from the Greek 
words “astron” and “lambanien,” which mean “the 
one that catches the heavenly bodies.” The earli- 
est known astrolabe is that of Hipparchus of 
Bithynia in about 140 B.c.z. John Phioloponus of 
Alexandria provided a good description of the as- 
trolabe in the sixth century, and the Muslim con- 
quest of Spain led to the introduction of the 
astrolabe into Europe. In the eleventh century, 
Herman Contractus, the abbot of Reichman Ab- 
bey, discussed its use in the Mensura Astrolai. Con- 
tinuing improvements transformed the astrolabe 
into a sophisticated, accurate instrument by the 
Middle Ages. Geoffrey Chaucer gives a good de- 
scription of it in 1392. Astronomers used it as a tool 
until the end of the eighteenth century. The use of 
the astrolabe as a navigational instrument began 
in the fourteenth century, and it proved critical in 
the early voyages of exploration around the world. 
Subsequently, the sextant superseded it. 

The astrolabe works by providing a plane im- 
age of the celestial sphere and of the principal 
circles: the celestial equator and the tropics of 
Cancer and Capricorn. It consists of a circular 
metal plate, the mater, from four to eighteen 
inches in diameter, which is suspended from a 
ring so that it can hang vertically. On one side of 
this disc several circles are engraved and divided 
into 360 degrees, 365.25 days, or 12 months, de- 
pending on the measurement to be made. The 
other side is divided into twenty-four segments 
representing the hours. Another disc, the rete, is 
fitted to the front of the circular plate so that it 
can rotate. This disc is fretworked so that the user 
can see through it to read off the base disc, to 
determine the altitude of a celestial body, and 
so on. A moveable straight rule (the “alidade”) 
is then pointed at objects in the sky, and the angle 
of that rule is then read off the main body of the 
instrument. 

The principal historical importance of the as- 
trolabe lies in its contributions to the development 
of astronomy and to the ability it gave to early 
sailors to navigate when outside coastal waters. 


First developed by Muslims in the twelfth century, the astrolabe 
measured the altitude of the sun and other celestial bodies to help 
navigators determine latitude. The instrument was soon adopted 
by Europeans, including this illustration of an individual using a 
building—in place of a ship’s mast—to demonstrate how the astro- 
labe works. (© North Wind Picture Archives) 


The voyages of exploration around the coast of 
Africa and to the New World depended on the 
use of the astrolabe. 


Tony Ward 


See also: Navigation. 
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ASWAN HIGH DAM 


A dam built in the 1960s that increased the 
amount of land under cultivation in Egypt and 
raised the water table in North Africa. 


Although the Aswan High Dam was the product 
of Egyptian nationalism and Cold War politics, 
the idea for a large dam in the upper Nile valley 
first emerged in the mid-nineteenth century. 


During the early twentieth century, the Greek 
Egyptian engineer Adrian Daninos lobbied Brit- 
ish officials to build a large dam at Aswan to aug- 
ment smaller dams along the lower Nile that were 
unable to contain the river’s annual floods. Egyp- 
tian president Gamal Abdel Nasser first pledged 
to build a massive dam in the upper Nile valley 
in the early 1950s. The United States and Great 
Britain initially offered financial and technical 
assistance for the project, but both nations even- 
tually withdrew their support in response to 
Nasser’s growing ties to the communist bloc. Ul- 
timately, the Soviet Union provided almost one- 
third of the dam’s construction cost, with Egypt 
funding the remainder from revenues produced 
after the nationalization of the Suez Canal. Con- 
struction began in 1960 and was finally completed 
in 1971 at a cost of nearly $1 billion. The dam is 
11,700 feet in length and 360 feet high, making it 
one of the world’s largest earthen (rock and clay) 
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embankment dams. Its reservoir, Lake Nasser, is 
over 300 miles in length and impounds nearly 6 
trillion cubic feet of water, enough water to irri- 
gate 7 million acres. 

Designed at a time when many economic de- 
velopment theorists equated dam building with 
nation building, the Aswan High Dam produced 
both benefits and controversy. Per Nasser’s eco- 
nomic needs, the dam offered Egypt badly needed 
flood control, irrigation, and hydroelectric power. 
It provided a final, if imperfect, answer to the Nile 
River’s irregular and at times catastrophic annual 
floods. The Nile below the dam became part of a 
carefully managed irrigation system that enabled 
Egyptian farmers to produce two to three crops a 
year instead of one. Additionally, the dam gener- 
ates more than 10 billion kilowatt-hours of elec- 
tricity annually, roughly 50 percent of Egypt's 
public power production. The dam's environmen- 
tal legacy is somewhat murky and is the subject of 


The Aswan High Dam was among the great engineering accomplishments of the twentieth century. Situated on the Nile River, the dam 
greatly enhanced irrigation and electricity production in Egypt, although it has also adversely affected the fertility of the Nile valley’s soil by 
altering the river’s annual flooding. Here, Egyptian president Gamal Abdel Nasser (second from right), accompanied by members of the 
Presidential Council, inspects a model of the dam in 1963. (© Topham Picturepoint/The Image Works) 
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intense debate among economists, engineers, and 
foreign assistance specialists. Denied the benefit 
of the alluvial silt deposited by the Nile’s annual 
floods, Egyptian agriculture has suffered with more 
than half of the Nile River valley’s soil now rated 
as medium or poor. As a consequence, Egypt now 
imports or manufactures more than a million tons 
of chemical fertilizer annually. Additionally, the 
Nile’s reduced flow has accelerated coastal erosion 
and saltwater intrusion in the Nile Delta, a key area 
of agricultural productivity. Although the Aswan 
High Dam remains an impressive feat of engineer- 
ing, sagging agricultural production, at least in part 
a consequence of the dam, and a burgeoning popu- 
lation has forced Egypt to become a net importer 
of foodstuffs. 


Robert Rook 
See also: Cold War; Egypt; Nile River. 
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ATHENS, ANCIENT 


The birthplace of democracy and the cultural 
center of ancient Greece; also a naval em- 
pire, with most of its splendor and wealth re- 
sulting from maritime trade. 


Classical Athens has always been regarded as the 
shining star of the ancient world, excelling in al- 
most every field of human enterprise. By 600 B.c.z., 
Greek trade was flourishing, largely because of 
the establishment of permanent trading posts (em- 
poria) in Egypt, the Levant, and Italy. It was dur- 
ing this time that Athens started to develop as a 
major commercial center. The distribution of the 
distinctive Athenian black-figure ware is the 
clearest indication of the growth of Athenian 
trade. In the period 560-520 B.c.£., Attic pottery 
reached most of the Aegean islands, Asia Minor, 
Cyprus, the Black Sea, Egypt, southern Italy, Sic- 
ily, and southern France. This does not mean, 


however, that Athenian merchants were totally 
responsible for carrying their city’s wares to all 
these parts of the Mediterranean world and the 
Black Sea. Others, such as the Phoenicians, for 
instance, were also active during this period, es- 
pecially in the western Mediterranean. 

After the Greek victory over the Persians at 
the beginning of the fifth century B.c.z., Athens 
found itself the leader of an alliance known as 
the Delian League. Gradually, however, the alli- 
ance transformed to an Athenian empire. Athens 
now controlled the Aegean Sea and hence the 
flow of goods, especially of grain. As to many 
other Greek states, grain was the most vital im- 
port for Athens, and therefore it was closely su- 
pervised. Other imported products that were 
heavily controlled were timber and metals, as both 
were connected with the manufacture of war- 
ships. Athens’s main exports consisted of olive oil 
and fine pottery, while wine seems to have played 
only a minor role as an export commodity. Ath- 
ens certainly carried on a thriving trade in olive 
oil from as early as the seventh century, although 
it was in the fifth and fourth centuries that it 
played a major role in this field, with the Black 
Sea region being its most profitable market. 

Athens’s main trading place was Piraeus with 
its three natural enclosed harbors: Mounichia, Zea, 
and Kantharos. The latter was the main mercantile 
port, while the other two were military harbors. It 
wasat Piraeus that the establishment known as the 
Deigma had been set up by the city to enable for- 
eign merchants to display samples of their goods. 
The Deigma, which literally means “sample,” was 
the heart of the Athenian port, to which, as Pericles 
said, the products of all the world came. 

Athens’s naval supremacy came to end with 
its defeat by Sparta in 404, and with it came the 
loss of control of the main trade routes. 


Ioannis Georganas 


See also: Greek City-States. 


BIBLIOGRAPHY 

Meijer, E, and O. Van Nijf. Trade, Transport and Society in 
the Ancient World: A Sourcebook. New York: Routledge, 
1992. 

Parkin, H., and C. Smith, eds. Trade, Traders and the Ancient 
City. New York: Routledge, 1998. 


ATLANTIC TRADE is 


/ 


Shown in this late nineteenth-century photo, the harbor at Piraeus has long served as the main trading port for Athens and Greece. 


(Library of Congress) 


ATLANTIC TRADE 


An exchange of goods between the Old and 
New Worlds that began with the voyages of 
Christopher Columbus. 


Defining “Atlantic trade” is of paramount impor- 
tance. When historians commonly refer to it, 
they nearly always mention the infamous tri- 
angle trade revolving around sugar and slaves. 
Such early-modern confines take us from the fif- 
teenth to the early nineteenth centuries. But it 
is not as if sugar and slaves are the defining char- 
acteristics, rather, there are convenient lines of 
demarcation. Moreover, Atlantic trade does not 
merely encompass the trade between Europe 
and the Americas. Effectively, the origins of At- 
lantic trade begin with Portugal’s hesitant voy- 


ages around Africa’s coast looking for gold and 
spices and spreading the Christian word of God. 
While Atlantic trade was an extremely lucrative 
and burgeoning process throughout the nine- 
teenth and twentieth centuries, and still is to- 
day, its historical significance lies in its role in 
the establishment of interdependent global trade 
routes. 

Therefore, the motives for discovery, colonial- 
ism, and the struggles that followed because of 
rivalries, the significant commodities of transat- 
lantic import, the interrelatedness of trade within 
the Atlantic basin will be discussed. Each of these 
three themes was a casual factor in the develop- 
ment of a consistent Atlantic trade route. Accord- 
ingly, the connectivity of commodities, countries, 
and conceptualizations all fall under the aegis of 
describing the “Atlantic trade.” 
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Transatlantic Trade, 1700 By 1700, the Atlantic Ocean hosted a web of trade routes between Europe, Africa, and the Americas. In 
general, manufactured goods originated in Europe and were transported to Africa and the Americas, while raw materials went from the 
Americas to Europe. Africa was a source of both raw materials and slaves. (Mark Stein Studios) 


PORTUGUESE 


The origins of the Atlantic trade lie with Portugal’s 
fifteenth-century voyages of discovery. These 
voyages, which slowly expanded into the Atlan- 
tic and around the African coast, witnessed the 
evolution of the Atlantic from a highway between 
“Old World” destinations into a highway connect- 
ing new lands of economic opportunity. The new 
opportunities of the Atlantic emerged when the 
islands of the Azores, Canaries, Madeira, and 
Cape Verde became profitable ventures. In effect, 
the Atlantic islands were prototypes for the pos- 
sibilities of exploration and even the plantation 
economies that rose to the fore throughout the 
“New World” by the seventeenth century. 

These islands, which were discovered by 1460, 
were only a part of Portugal's initial forays into 
the Atlantic (though it should be noted that Genoa 
participated heavily in the initial Canaries ven- 
ture in the early 1300s). Yet, behind the discovery 
of the islands themselves, were larger and far 
loftier imaginings; specifically, the gold along the 
west coast of Africa that Europeans had known 
about for centuries because of its transmission by 
way of the sub-Saharan trades routes. Second, the 
Portuguese sought “Prester John,” a mythical 
Christian king to be found somewhere in Africa 
with apparently endless wealth and power who 
might help Europe fend off Islamic incursions. In 
addition, the glory of the nation could be ad- 
vanced by any one of these discoveries, especially 
from the grandest prize: capturing the spice trade 
of the fabled Indies from the Arab middlemen of 
the Middle East. 

What drove the Portuguese further at the end 
of the fifteenth century were the hopes of seizing 
the spice trade. For centuries the countries of the 
Levant, and the Venetians in particular, had been 
the sole brokers of the most lucrative products in 
Christendom: pepper, nutmeg, and cinnamon. 
After having secured access to the gold along the 
West African coast, Portugal continued to venture 
south along the African coast in hopes of finding 
a route to the East. When in 1498 Vasco da Gama 
rounded the Cape of Good Hope sailing toward 
India, it was the fruition of many highly concerted 
attempts to reach the Indies. But when the Portu- 
guese arrived, they realized that India, between 
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Europe and China, wanted for nothing. The an- 
cient and complex Indian trading routes had long 
assured its wealthy minorities all their most 
sought-after commodities. 


SPANISH 


Like Portugal, the other Atlantic European states 
ventured forth and accidentally created the Atlan- 
tic trade as a by-product of their quest to seize the 
fabled wealth of the Indies. Spain’s Christopher 
Columbus, England’s John Cabot, France’s Jacques 
Cartier, and the Netherlands’ Henry Hudson 
would all search for a way to the Spice Islands, 
and each failed. Still, in compensation, the New 
World was discovered/encountered. Subsequently, 
in light of the opportunities that were found, 
Spain’s acquisition of gold and silver mines and 
the possibilities for other lucrative goods, particu- 
larly sugar, trade routes were established to exploit 
the New World. Yet, it cannot be overappreciated 
that the impetus for the Atlantic trade lay in the 
hopes of Asia. Moreover, the Atlantic trade became 
a central cog in the Asian trade as well, since it was 
American and African bullion that often helped 
purchase Asian goods. 

Once Asia’s role in the Atlantic trade is un- 
derstood, one can begin to trace the complex po- 
litical and economic events of the “traditionally” 
recognized Atlantic trades. Beginning with the 
discovery of the New World, a process known as 
the “Columbian exchange” began, wherein innu- 
merable diseases, plants, and animals, not to men- 
tion minerals, began to be transferred from one 
side of the Atlantic to the other. The shipment of 
certain goods, namely, gold and silver from the 
plundered Amerindian empires of the Aztec and 
Inca and the subsequent conquered mines, be- 
gan in earnest by 1531 as the Spanish laid claim 
to nearly all of Central and most of South America. 
Furthermore, the discovery that Amerindians 
were not a suitable workforce for Europeans be- 
cause of their susceptibility to European diseases 
and the realization that they had souls lead to the 
mass transportation of Africans as a viable labor 
source for the Americas. Bartholomew de Casa 
argued vehemently in the first half of the six- 
teenth century for the souls of Amerindians and 
thus for their humane treatment. Consequently, 
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alternative labor was sought, and since Africans 
had long practiced slavery and were familiar with 
European diseases, they became one of the most 
important parts in the Atlantic trade. 

Portugal discovered in the sixteenth century 
that sugar could be grown in Brazil. Sugar 
quickly surpassed logwood (mahogany) in prof- 
itability and as its staple from the New World. 
But sugar cultivation was labor intensive and the 
Spanish realized that their need for workers could 
be met only by bringing African slaves to the New 
World. As the other European nations viewed the 
vast riches and opportunities that the Iberian na- 
tions had stumbled on, they began to actively 
look for the causal agent for the New World’s dis- 
covery, both the Northwest and Northeast Pas- 
sages to the East. Furthermore, the political 
dynamics of the sixteenth century enabled En- 
gland and the Netherlands to act on their desires 
since both had become Protestant nations hop- 
ing to defend their interests from the Catholic 
powers. Moreover, with the Hapsburgs firmly in 
control of both the northern and southern bor- 
ders of France, France also was compelled to 
search for the exciting opportunities of the New 
World. The sixteenth century also saw the neo- 
phyte attempts of north European countries to 
explore the New World. Though because of the 
political exegeses, they aggressively sought to 
curb Iberian ascendancy by effectively support- 
ing piracy against Spanish and Portuguese hold- 
ings in the Americas and Africa, and mainly in 
the Caribbean. Still, as the north European pow- 
ers began to settle parts of the Americas, piracy’s 
preeminent role as northern Europe’s attempt to 
participate in the New World's riches began to 
wane. By the dawn of the seventeenth century, 
the emergence of a fully functioning Atlantic trad- 
ing schema was apparent, though halting and 
hesitant in parts. 

Of course, 1492 represents an epoch in the 
history of the transatlantic trade, in that Colum- 
bus boldly set forth on his voyage to discover a 
passage to the East Indies, only to find two new 
continents, neither of which secured the coveted 
commodities of the Spice Islands of the East. 
Rather, the Spanish found mineral wealth. Par- 
ticularly, the Spanish conquistadors found 
Amerindian empires rich in gold and silver, not 


to mention many precious gems like emeralds. 
Furthermore, the Spanish encountered various 
new fruits and vegetables that eventually en- 
hanced the dietary lives of Europeans. By con- 
quering the Aztecs and Inca in Central and South 
America, respectively, the Spanish were able to 
tap into preexisting trade routes that introduced 
them to a plethora of new items. Like their Portu- 
guese counterparts in Africa, the Spanish found 
mahogany (logwood) growing throughout Cen- 
tral and South America, and more important they 
found various gold and silver mining sites. All 
these discoveries enabled the Spanish in the six- 
teenth century to surpass the might and wealth 
of the Portuguese and every other European 
power. 

First seizing the Caribbean and securing the 
choice spots, the Spanish then spread through 
Central and South America. By the mid-sixteenth 
century, the Spanish had successfully surveyed 
the New World’s coast from the Chesapeake in 
North America all the way around South America 
to present-day northern California. Moreover, 
they had boldly ventured into the continents from 
present-day Colorado all the way down to the 
Amazon. The Spanish found that their European 
diseases decimated the natives and quickly sought 
to remedy the labor shortages of the New World 
by introducing African slave labor, a practice the 
Portuguese eagerly duplicated following their 
discovery and exploitation of Brazil in the six- 
teenth century. It would be the Spanish conquis- 
tadors, looking for Cibola (the fabled seven cities 
of gold), who spread the diseases that decimated 
the local peoples of the Americas, and they, too, 
introduced the horse and wheel to the Americas. 

The importance of the Spanish in the creation 
of the Atlantic trade routes is similar, but more 
direct than that of the Portuguese. In was the in- 
credible wealth that they reaped from the New 
World that invigorated the other Atlantic nations 
to attempt similar colonization efforts. Though the 
Atlantic nations still hoped to find a more direct 
route to the Spice Islands. Moreover, the vast 
wealth of the Spanish Americas, particularly the 
Caribbean, offered choice hunting grounds for 
peoples and countries who were dissatisfied, en- 
vious, or even just criminally minded to make it 
rich by plundering the Spanish towns and ships. 


The Spanish offered the direct incentives for the 
creation of the Atlantic trade since they carried 
the pioneering efforts of the Portuguese to newer 
heights and, in regard to the Americas, were the 
first ones to establish consistent trading patterns 
connecting the Atlantic. In effect, African slaves 
and American gold and silver each symbolize the 
first real fruits of the Atlantic trade. 

The origin of the Atlantic trade rests in the ex- 
ploitation economies of the Europeans in the 
Americas. While European and Americans ex- 
changed goods—iron, horses, muskets, gold, sil- 
ver, and furs—the balance of trade was clearly in 
favor of the Europeans in terms of their exploit- 
ative results, particularly settlement. The introduc- 
tion of Spanish settlements along the coastlines of 
the Americas established the final element in the 
Atlantic trade: the shipment of finished goods and 
European luxuries to the new colonizers. By the 
mid-sixteenth century, the pattern that would hold 
true until the dawn of the nineteenth century was 
established, in that goods from Europe, Africa, and 
the Americas were ferried among one another to 
different ports of call to complete an oceanic trade 
that became dependent on each of the continents. 
The trade was not a mere “triangle”; rather, the 
needs of the market dictated which part of Africa, 
Europe, or the Americas the trade affected. Still, 
the pattern was set; the needs of the Europeans 
and Africans were dependent on a global nexus, a 
global exchange of goods that included items from 
around the world. 

In regard to the Spanish, their gold and silver 
mines produced the bullion that fed its revenues 
in Europe and paid for its luxury items. American 
gold and silver coinage found its way to the Indies, 
as Asian spices found their way to America. The 
interrelated trading routes of the modern world 
were forged with the opening of the Atlantic trades. 
Yet, it was in their success that the Spanish drew 
their harshest competition, in that, the Americas 
provided the Hapsburgs with the necessary capi- 
tal for them to think that they could impose their 
will on their vassal states and others within Eu- 
rope. As the political and religious affairs of Eu- 
rope underwent basic changes in the sixteenth 
century, Spain was perched at the vanguard. As 
such, squabbles within its European empire, par- 
ticularly, its inability to control the revolting Span- 
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ish Netherlands, led to the creation of one of the 
greatest maritime empires in history, especially in 
the seventeenth century: the Dutch. Moreover, the 
success of the Dutch in harming Spanish interests 
throughout the Atlantic emboldened the English 
to act similarly, which was interesting, considering 
that relations between the English and the Span- 
ish steadily deteriorated throughout the sixteenth 
century. Effectively, by the dawn of the seven- 
teenth century, Spanish successes and ineffective- 
ness helped to spur the rise of equally powerful 
competitors. 

To understand the Atlantic trade, one must not 
merely chronicle commodity exchanges. Rather, 
the process in its entirety must be understood. Here 
then lies the basic importance of the rise of north 
European piracy in the Caribbean, since it was one 
of the means through which the Dutch, English, 
and the French matured as maritime nations. Not 
only did the rise of piratical raids offer the north 
European powers a chance to hone their skills, it 
hurt the Spanish by forcing them to take defen- 
sive measures, such as the ill-fated attempt to build 
a series of fortifications throughout the New World 
to prevent piracy. Piracy was not the only impetus 
for north European maritime communities to em- 
bark into the Atlantic; socioreligious turmoil also 
helped spur the Dutch, English, and French into 
the trades of the New World. Particularly, the revolt 
of the Spanish Netherlands in the mid-sixteenth 
century solidified Dutch aggressiveness, and 
Phillip II of Spain’s interests on the throne and the 
religion of England helped propel the English 
against the Spanish. The French, in a bid to counter 
the Spanish, also actively sought ways to assert 
their interests, although internal strife would ham- 
per their efforts greatly until the mid-seventeenth 
century. Still, the climate in Europe nonetheless 
affected the New World, inasmuch as it propelled 
others to take an active interest. 


DUTCH 


By the dawn of the seventeenth century, Dutch 
maritime skills had progressively advanced to ri- 
val and exceed those of Portugal and Spain. Par- 
ticularly, Dutch charts and ship designs helped 
ensure that the Dutch could easily sail beyond 
European waters and aggressively compete 
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Freed from Spanish rule in the late sixteenth century, the Dutch built one of the world’s great trading empires in the seventeenth century, 
spearheaded by the Dutch East India Company, whose Amsterdam warehouses and shipyard are shown here. 
(© North Wind Picture Archives) 


against the Iberian powers’ interests. The classic 
example of Dutch prowess is embodied in the rise 
to dominance of the Dutch East India Company 
during the first half of the seventeenth century. 
In regard to Atlantic trade, the Dutch similarly 
displaced Portuguese interests throughout the 
South Atlantic, especially in both West Africa and 
Brazil. The Dutch interlopers of the sixteenth cen- 
tury solidified into the Dutch East India Company 
and the Dutch West India Company of the sev- 
enteenth century. Though the West India Com- 
pany was never as fully successful as its Eastern 
prototype, nonetheless it did momentarily gain 
control of Brazil and its sugar crop and slave ex- 
ports throughout the New World. In the Atlantic, 
however, the primary importance of the Dutch 
during this period rested on their aggressive tac- 
tics from ships that where more defensible than 
their Iberian counterparts. 

The Dutch did not approach the New World 
like the Iberian powers; rather, they were more 


concerned with trade. As they maneuvered to 
dominate the Baltic and Mediterranean trades 
in the seventeenth century, so, too, did they at- 
tempt to control the new global trades connect- 
ing Asia, Africa, the Americas, and Europe. While 
successfully seizing the Baltic and the Asian spice 
trades, the Dutch struggled to control the Atlan- 
tic trades because of the highly competitive na- 
ture of the Atlantic trades. Nearly every nation 
by the mid-seventeenth century was attempting 
to acquire some element of the potential trades 
of the “new” Atlantic. Effectively, rather than 
seizing the source, the Dutch became carriers, 
or transshippers, of items for whomever they 
could once their initial dreams of conquests 
failed. Though they gained control of Brazil, the 
Dutch were repelled shortly thereafter. More 
important, however, the Dutch became the pri- 
mary shippers of Portuguese goods throughout 
the Atlantic afterward. Furthermore, the Dutch 
maintained a large presence in the budding En- 


glish colonies of the Caribbean and North 
America. Eventually, the primacy of the Dutch 
and the threat they represented to English in- 
terests led to a series of wars, the three Anglo- 
Dutch Wars, that were fought in African, Asian, 
and European waters late in the seventeenth 
century. 


ENGLISH 


The English, like their Spanish rivals, also estab- 
lished a significant colonial presence that pro- 
vided them with an outlet for finished goods as 
well as for procuring New World goods. And like 
those of the Dutch, English maritime endeavors 
were greatly enhanced during a seasoning pro- 
cess against the Spanish during the sixteenth 
century. Yet, the English came late into the At- 
lantic trade and suffered a peripheral role until 
the end of the seventeenth century, when their 
colonial and commercial efforts were able to 
overcome the effects of the English civil war. 
Despite a promising start at the beginning of the 
seventeenth century, the ill effects of the English 
civil war crippled an early commercial success, 
though it was during this time that the colonies 
in the Americas began to perfect their commer- 
cial endeavors and to stabilize. Also, through- 
out the seventeenth century English maritime 
industries developed, so that by the eighteenth 
century England was the undisputed naval 
power in the world. 

By the 1670s, English interests had success- 
fully woven the Atlantic into a stable trading re- 
lationship, with England at its center. Returning 
Asian goods would be processed into desirable 
goods for the mature West African markets, 
wherein linens and ironwork would be traded 
for gold, mahogany, and slaves. It was not until 
the 1640s that African slavery in the New World 
had begun en masse, and not until the mid-1670s 
that English merchants began to replace the 
Dutch as the primary supplier of slaves to the 
growing plantation economies of the Chesa- 
peake and Caribbean colonies. Once the Royal 
African Company of the 1670s became effective, 
thousands of slaves were shipped and traded for 
sugar and rum in the Caribbean, and for rice, 
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indigo, and tobacco in the Chesapeake. The New 
England economies also partook in the Atlantic 
trade by first providing cod for slave consump- 
tion and then becoming a major intercontinen- 
tal transshipper for English interests. New 
England’s commercial development as a trading 
center was directly facilitated by the passage of 
the various navigation acts in the seventeenth 
century, which all sought to eliminate the Dutch 
presence in the Atlantic trade. 

Of course, like all the other colonial powers, 
England ingested the wares of the Atlantic and 
then refined them for European consumption 
and returned manufactured goods to be traded 
throughout its trading centers in the Atlantic. By 
trading in nails, glass, china, and eventually even 
tea, England became the entrepot of the Atlan- 
tic, but first it slowly developed its skills and its 
colonies to both produce and buy its wares. The 
process reached its apparent zenith by the mid- 
eighteenth century, when the importance of the 
North American colonies led England into a glo- 
bal war with the French from 1754 to 1763. 
Though only after the successful American Revo- 
lution did English trade in the Atlantic truly be- 
gin to blossom. It is an ironic twist of fate that 
English trade doubled and continued to domi- 
nate in the newly independent United States and 
during the nineteenth century. 


FRENCH 


The last major player in the Atlantic trade was 
the French. Despite early exploratory voyages 
in the 1520s, the French did not truly begin to 
partake in the riches of the Atlantic trade until 
Samuel de Champlain’s colonizing missions at 
the dawn of the seventeenth century. Still, even 
with profitability being evident, the French colo- 
nies in the New World did not take off until mid- 
century, as French politics hampered efforts to 
exploit the New World. The French benefited 
from both North American furs and Caribbean 
sugar. The French, unlike their European rivals, 
actively sought peaceable trading relations with 
Native Americans, since the fur trade was de- 
pendent on their ability to access the interior 
lands. The importance, or effect, of the Ameri- 
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can fur crops was the nearly complete replace- 
ment of the traditional Russian fur trade with 
American furs. The pattern for many American 
goods, once they arrived, was to either replace 
the goals of existing suppliers or create whole 
new consumer patterns throughout Europe. The 
second major commodity to come out of the 
Americas was sugar. The importance of sugar to 
the French economy can be attested to by the 
fact that the sugar produced in Haiti was the ma- 
jor French cash crop that helped underwrite Na- 
poleonic expansion. 

While many other nations also participated 
in the Atlantic trade, the previously mentioned 
nations dominated the major commodity ex- 
changes throughout the early modern period. 
And while the eighteenth and particularly the 
nineteenth centuries saw an increased market- 
place, both in goods and trading zones, as South 
America became a much sought-after venue, the 
major European powers still dominated. Even- 
tually, the United States also became a major 
player, though only as the close of the nineteenth 
century drew near. Still, there was another com- 
modity explosion in the South Atlantic that in- 
cluded coffee, industrialization projects to help 
develop new markets—thereby witnessing vast 
capital transfers, not to mention whaling, and 
many other goods. Yet, all were still under the 
aegis of European colonialism, though indirectly, 
since the Americas slowly became independent 
throughout the nineteenth century. 


Alistair Maeer 


See also: British Empire; Slavery; United States. 
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AUTOMOBILES 


A machine for individualized transport; argu- 
ably the most pervasive and socially transform- 
ing transportation technology of the twentieth 
century. 


Building on the antecedent industries—for bi- 
cycles and carriages—the automobile, with Henry 
Ford’s breakthrough for the mass production of 
the Model T (1908-1927), being accomplished by 
the moving assembly line (first used in 1913), 
when combined with inexpensive gasoline for 
fuel, ushered in (1910) what the great petroleum 
geologist Everette Lee DeGolyer called the “motor 
fuel” age, and for America what Max Lerner de- 
noted as the “civilization on wheels.” The auto- 
mobile transformed the uses of the land, affected 
the environment in new ways, became a major 
employer for people in its manufacture, and fos- 
tered a greater use of raw materials in the pro- 
duction process from glass to rubber. 

While the automobile was initially a luxury 
item for the wealthy, Henry Ford realized that at 
some point the market for automobiles would be 
saturated. Since the use of the assembly line re- 
duced the time and cost of building each car, Ford 
decided to lower the price of the vehicles and in- 
crease the wages of his employees so that they, 
too, could afford an automobile. In the process, 
Ford expanded the market and helped create a 
middle class in the United States. Basing its prof- 
its on volume instead of price, the Ford Motor 
Company became the number one automaker in 
the United States. Another manufacturer, General 
Motors, fought for its market share and achieved 
success by changing the body style in 1926. With 
obsolescence built into the product through the 
introduction of new accessories, style, or color, the 
automobile industry was ensured of the contin- 
ued consumption of cars into the future. 

During the prosperous 1920s, owning an au- 
tomobile became a goal for most Americans. The 
car provided freedom to take Sunday drives into 
the countryside or to visit friends and family in 
faraway places. As more Americans ventured onto 
the roads, the government began improving the 
road system. Funding was provided for the pav- 
ing of farm roads and some routes that connected 
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Arguably the most important consumer commodity of the twentieth century, the automobile revolutionized virtually every aspect of modern 


society. Here, the latest models are on display at a 1907 auto show in Chicago. (Library of Congress) 


many towns across the states and country. New 
industries developed to cater to travelers. Gas sta- 
tions, mechanic shops, tire stores, glass repair, and 
a host of other establishments ensured that auto- 
mobiles could be serviced. Motels and restaurants 
provided food and shelter for those traveling 
longer distances. The impact on the economy was 
tremendous under the Great Depression, and war 
rationing during World War II slowed the pace of 
the industry as far as consumer production. Manu- 
facturers like the Chrysler Corporation turned 
their production facilities into tank and jeep as- 
sembly lines. Government contracts sustained the 
automobile industry throughout the war. 

While the United States produced cars for the 
domestic market, European companies provided 
vehicles for Europeans. Canada, as part of the 
British empire, placed a high protective tariff on 


American automobiles. To circumvent this trade 
restriction, Henry Ford established one of the first 
multinational corporations by opening a Ford 
plant in Canada. Since the cars were manufac- 
tured in Canada, there was no tariff levied on 
them, but at the same time, the profits were gen- 
erated for the corporate headquarters in the 
United States. 

The destruction of the German and Japanese 
infrastructure and economy experienced during 
World War II required the rebuilding of both coun- 
tries. The United States played a key role in help- 
ing them develop industries that would provide 
jobs and profits. The Americans discouraged the 
establishment of automobile factories, especially 
in Japan. Germany had produced cars since the 
late 1800s, and before long, German cars reap- 
peared. The Japanese, at first, acquiesced to 


84 AUTOMOBILES 


American demands, but by the 1970s they, too, had 
begun manufacturing cars. With the Organization 
of the Petroleum Exporting Countries (OPEC) 
embargo on Western countries and the United 
States during the 1970s, the smaller Japanese cars 
became an alternative to Americans who sought 
to reduce their dependency on oil by increasing 
their gas mileage. While the sale of Japanese cars 
soared in the United States, the Japanese govern- 
ment kept restrictions on the importation of 
American cars into Japan. During the late 1970s 
and early 1980s, the two governments were forced 
to negotiate voluntary export restrictions. During 
the 1990s, many Japanese firms opened up op- 
erations in the United States to assuage the fears 
of labor unions that worried about the continu- 
ing loss of jobs. The success of the Japanese manu- 
facturers has resulted in other countries such as 
Korea entering the market as well. 


Keith Miller 
See also: Transportation and Trade. 
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AVIATION 
The operation of aircraft. 


Trade routes running to the East brought ideas 
and technology to Europeans that would lead 
them to attempt actual flight. Over the Silk Road 
from Asia, Arabs relayed from China to Europe a 
number of inventions that would later be critical 
for flight, including the magnetic compass, pa- 
per, kites, gunpowder, and rockets. 


EARLY EFFORTS AT FLIGHT 


The first attempt at flight using a glider occurred 
around 1000 c.£., when a Benedictine monk 
launched from a tower only to crash and be 
crippled for life. During the Renaissance, 
Leonardo da Vinci invented the first parachute 
prototype, envisioned glider flight, and designed 
an ornithopter or wing-flapping aircraft. Soon, 
many attempts were made around the world to 
fly from structures of varied heights. Unfortu- 
nately, these tower jumpers met with mixed suc- 
cess and sometimes death. By the fifteenth 
century, aviation enthusiasts in Europe under- 
stood that the human body, when compared to 
birds, was physically incapable of flight. 

A critical juncture in aviation history was 
reached in June 1783 when two French brothers, 
Etienne and Joseph Montgolfier, successfully 
launched an unmanned hot air balloon. Three 
months later, the brothers demonstrated to King 
Louis XVI and Marie Antoinette their ability to 
lift a cage containing a sheep, a duck, and a rooster 
to a height of 1,500 feet. The balloon carried the 
animals two miles in eight minutes and proved 
that animals and humans could still breathe at 
such an altitude. Though not necessarily the first 
cargo flight, the successful test did show aviation’s 
potential in the realm of trade. Later that same 
year, the Montgolfier brothers successfully ex- 
ecuted the first manned flight in aviation history, 
followed by the first manned flight in a hydro- 
gen balloon and the first successful test of a para- 
chute drop from a balloon. Unfortunately, the 
French Revolution of 1789 and the Napoleonic 
Wars that followed stymied further headway in 
commercial aviation. The Napoleonic Wars in- 
stead focused on the military value of aviation, 
and soon Europeans saw the advent of observa- 
tion balloons for military purposes. Nevertheless, 
the manned flights of the 1780s spawned interest 
in flight beyond France’s border, especially in Brit- 
ain and the United States. 

In the nineteenth century, balloons were not 
a viable means to move goods from one point to 
the next. An attempt in 1835 to carry mail from 
the western United States to the east ended in 
failure. Instead, steam-powered ships and loco- 
motives increasingly dominated the commercial 


transportation system of the day. And at that pe- 
riod in history, steam engine technology could not 
be used for purposes of flight. 

Aviators were not deterred. During the nine- 
teenth century, there was a balloon craze in the 
United States in which thousands of people were 
flown short distances or simply ascended into the 
air. Before the U.S. Civil War, Europeans used 
unmanned balloons to drop bombs on cities. And 
throughout the nineteenth century, balloons con- 
tinued to fulfill a role as military observation plat- 
forms in both Europe and the United States. 
When Prussian forces besieged Paris in 1870, bal- 
loons were used to ferry people and the mail out 
of the city. 

By the mid-nineteenth century, the balloon 
stood poised to make advances in aviation. Euro- 
peans experimented with various propulsion sys- 
tems for balloons including steam and jet 
propulsion. In 1852, a Frenchman named Henri 
Giffard successfully flew a steam-powered hydro- 
gen dirigible seventeen miles. Twenty-six years 
later, Giffard used a larger balloon to lift fifty-two 
passengers at the 1878 Paris World Fair. In 1900, 
the first zeppelin, a large, elongated hydrogen- 
filled airship named after its German inventor, 
lifted from the ground. Despite limitations in 
power, the zeppelin would contribute to aviation 
and trade of the early twentieth century. In 1906 
and 1907, two dirigibles traveled from Montreal, 
Canada, across the United States to Mexico City, 
demonstrating the dirigible’s potential to travel 
long distances. 

Paralleling the advances in balloon flight was 
interest in gliders and airplanes. Research in Brit- 
ain and Germany made its way to the United 
States. In 1903, aviation passed another milestone 
when the Wright brothers became the first to suc- 
cessfully launch and sustain a controlled flight in 
an airplane. The Wright brothers used a fixed- 
wing aircraft powered by a twelve-horsepower 
engine. Unfortunately for the two men from 
Ohio, several years passed before Europeans gave 
them full credit for their accomplishment. In the 
United States, their breakthrough received a 
mixed response from an American public that 
remained skeptical about humankind’s ability to 
fly. One prescient individual who expected air- 
planes to surpass balloon flight was Alexander 
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Graham Bell, who believed that future airplanes 
would be capable of carrying large cargoes. 


EARLY FLIGHT AND TRADE 


In the meantime, airplanes and dirigibles alike 
increasingly played a role in domestic trade. In 
1910, the Wright brothers were contracted by a 
Columbus, Ohio, department store to fly a bolt 
of silk up from Dayton. The successful flight not 
only proved to be the first instance of air express, 
but also revealed to observers how aircraft could 
deliver goods faster than a steam locomotive. By 
1911, airplanes were used to deliver another sort 
of cargo: mail. That same year, Glen Curtis be- 
came the first pilot to do water takeoffs and land- 
ings, while Eugene Ely landed the first airplane 
ona ship’s deck. Two years later, a passenger ser- 
vice was established between San Francisco and 
Oakland, California, while early forms of the sea- 
plane ferried customers between Saint Petersburg 
and ‘Tampa, Florida. 

Across the Atlantic, Europeans likewise ex- 
perienced rapid development of airplanes and 
dirigibles. In 1906, a Brazilian proved to be the 
first to carry out a sustained, controlled flight of 
an airplane in Europe. While Europeans made 
strides in both experimentation and production 
throughout the rest of the decade, they, like the 
Americans, found commercial uses for airplanes. 
Airports were built in Europe and within over- 
seas colonies. In 1909, a private airmail service 
was established between two German cities. The 
next year, an Englishman made a round-trip 
flight over the English Channel, dropping one 
letter to its intended destination. In British-con- 
trolled India, an airmail service delivered the 
post to various towns. Back in England, flying 
schools briefly delivered correspondence be- 
tween two points. By 1911, airmail service ex- 
isted between three major cities in Italy. And in 
1909, Ferdinand von Zeppelin established a com- 
mercial airline using dirigibles. 


FLIGHT, TRADE, AND 
SOVEREIGNTY 


With the development of various types of aircraft, 
the issue of sovereignty in a nation’s airspace 
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Aviator Phil O. Parmalee, with a bolt of silk, inaugurates the world’s first commercial freight flight from Dayton to Columbus, Ohio, in 1910. 
(Library of Congress) 


came to a head. Some believed that nations had 
absolute sovereignty, but they were willing to 
permit commercial air transportation within their 
airspace. Others supported the notion of open 
skies except in times of war. And still others tried 
to find middle ground by according a nation com- 
plete sovereignty up toa certain altitude. In 1910, 
an International Air Navigation Conference con- 
vened in Paris at the request of France. Nineteen 
European nations (the United States did not par- 
ticipate) sent delegates to the conference in an 
attempt to draw up rules to regulate aerial navi- 
gation. Although the delegates produced a draft, 
agreement on the product could not be achieved 
and the conference adjourned. The work of the 
1910 conference was, however, not entirely for 
naught. At the Paris Peace Conference of 1919, the 
nations participating in that conference devel- 
oped aerial navigation regulations using the draft 
produced in 1910. 

For the moment though, individual states 


were responsible for regulating flights in their 
own airspace. In 1913, France and Germany 
signed an agreement that required pilots of civil 
aircraft to carry, for example, documents describ- 
ing the purpose of the flight. Both nations could 
also close off sections of their airspace to civil air- 
craft. Between 1911 and 1913, Britain, Germany, 
and Austria passed aerial navigation acts that gave 
each country the right to control overflights in 
their territories. France decreed that a nation could 
forbid civil aircraft from flying in any territory. In 
the United Kingdom, the government possessed 
the power to require foreign aircraft to land in 
certain areas. The United States entered into air 
agreements with Canada and Mexico, and in 1913 
Woodrow Wilson declared that foreign aircraft 
were prohibited from flying over the Panama 
Canal. The following year, France announced a 
similar prohibition for its colonies in Africa. 
World War I limited the use of aircraft for com- 
mercial purposes, but in the last year of the war, 


airplanes increasingly were used to carry mail. In 
1918, the first international airmail service was 
established between Vienna and Kiev after Rus- 
sia reached an armistice with Germany. In France, 
airmail service between Paris and Brussels was 
established. Pierre Latécoére, a French industri- 
alist, established his own airline and formed an 
airmail link with Barcelona. Over the next sev- 
eral years, Latécoeére established air links between 
France and Spanish Morocco as well as French 
West Africa. 


FLIGHT AND TRADE BETWEEN 
THE WORLD WARS 


In 1919, the victor nations gathered in Paris to 
discuss many political issues as they related to 
aviation. One issue dealt with at Paris in 1919 was 
how to go about regulating aerial navigation. The 
Aeronautical Commission of the Peace Conference 
drew up a draft convention and presented it to 
the thirty-two allied and associated powers gath- 
ered at Paris for signature. The rigid adherence 
to the notion of sovereignty over each nation’s 
airspace proved to be a major obstacle to accep- 
tance of freedom of the air. In years past, Great 
Britain opposed such a principle, but now the 
British favored it. If Britain was to establish air 
links with its vast empire, its aircraft needed to 
penetrate the air space of other nations and their 
colonies. The delegates rejected Britain’s argu- 
ment and reaffirmed the principle of sovereignty. 
Transit and landing rights could only be obtained 
in bilateral and multilateral agreements reached 
between nations. Regulations for landing were 
established, as were articles that permitted the 
creation of international airways. Passenger air- 
craft were required to keep a passenger manifest 
while cargo aircraft had to keep bills of lading. 
Civilian aircraft engaged in international navi- 
gation, however, were prohibited from carrying 
munitions. To enforce these and many other regu- 
lations, the International Commission for Air 
Navigation, a body within the League of Nations, 
was established. 

A major weakness of the 1919 Paris Conven- 
tion, however, was the fact that several nations, 
including Germany and the United States, did not 
sign the document. Before the war was over, Ger- 
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mans envisioned the return of civil aviation. In 
1919, the Deutches Luft Reederei went into ser- 
vice delivering mail and newspapers and ferry- 
ing passengers between Berlin and Weimar. 
Zeppelin likewise resumed service in 1919, and 
the next year, fifty companies turned in applica- 
tions for airline licenses. Unfortunately for Ger- 
man aviation entrepreneurs, the victor nations 
required Germany to accept blame for World War 
I. As punishment, Germany could not, for ex- 
ample, maintain an air force. The powers likewise 
used the Treaty of Versailles to restrict the kind of 
civil aircraft that Germany could use. Eventually, 
Germany overcame some of these restrictions and 
entered into bilateral agreements with various 
nations. By the end of the 1920s, German com- 
mercial aviation grew at a considerable rate. 

In the United States, there were Americans 
who saw the benefits of the airplane in deliver- 
ing light cargo such as fruit or repair parts quickly 
and efficiently. Others recognized that air travel 
enabled corporate executives to save time and 
become more effective. By 1920, companies ben- 
efited from the faster communication that resulted 
from the U.S. Mail Service’s use of airplanes to 
deliver mail, including a coast-to-coast route be- 
tween New York and San Francisco. The success 
of such flights led postal officials to institute 
twenty-four-hour flying schedules. By the mid- 
1920s, the use of flashing beacons to guide pilots 
to runways was just one of the technological 
innovations that made airmail service more 
efficient. 

Efficiency, however, lead to a higher volume 
of mail as banking institutions relied more and 
more on the airmail service. To meet the growing 
corporate demand, Congress passed the Airmail 
Act of 1925 that permitted commercial airlines to 
transport mail under contract with the Post Of- 
fice Department. The next year, the Air Commerce 
Act provided the Department of Commerce with 
an Aeronautics Branch whose purpose was to 
promote aviation. The building of lighted run- 
ways and the installation of better navigational 
devices brought about the rapid expansion of pri- 
vate and commercial aviation. A plethora of air- 
lines that appeared in the mid-1920s eventually 
merged to form larger airlines such as American, 
United, Delta, and Northwest. The overwhelm- 
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ing majority of their passengers flew domestic and 
international flights for business purposes. 

The 1920s also saw an expansion of air explo- 
ration and overseas flights. In 1927, Charles 
Lindbergh successfully carried out a nonstop 
transatlantic flight to Paris. A year later, a zeppe- 
lin dirigible arrived in the United States after a 
first voyage over the North Atlantic. In 1931, the 
first airmail flight flew over the Atlantic. In Af- 
rica, the British created the Cairo-to-Cape route 
in 1928, spawning air exploration of Africa. In 
1935, Amelia Earhart flew from California to Ha- 
waii. Three years later, the first passenger flights 
between California and Hong Kong commenced. 
And throughout the 1930s, Willey Post and 
Howard Hughes completed around-the-world 
flights. 

In the wake of air exploration and passenger 
airliners followed air cargo. By the end of the 
1920s, such companies as National Transport or 
Boeing Transport delivered cargo in the East and 
West. Air cargo proved to be a boon for U.S. com- 
panies that needed parts or products within 
hours, not days or months. Local economies 
throughout the United States increasingly de- 
pended on air cargo to enable businesses to keep 
products on their shelves. By 1931, airplanes de- 
livered 1 million pounds of goods each year, and 
that number increased to 3 million pounds by the 
end of the decade. 

During this same period, the United States 
encouraged the creation of intercontinental flights 
with Latin America. In the mid-1920s, German 
businessmen began operating an airline out of 
Colombia. Washington feared that Germany 
might use the airline to attack the Panama Canal, 
so the United States tried to have the airline shut 
down while it encouraged what ultimately be- 
came Pan American Airways (Pan Am) to estab- 
lish routes throughout Central and South 
America. Since the mail was a profitable cargo for 
airlines in the United States, Congress passed the 
Kelly Foreign Air Mail Act of 1928, which was simi- 
lar to the Kelly Act of 1925, to help Pan Am be- 
come profitable. In 1929 alone, Pan Am carried 
thousands of passengers and thousands of 
pounds of mail into Latin America. By the mid- 
1930s, Pan Am played a key role in the close trade 
relations between the United States and South 


America. This feat was accomplished in large part, 
leading to the fact that Pan Am was guaranteed a 
near monopoly in Latin America. Without hav- 
ing to sign any bilateral agreements, Latin Ameri- 
can governments accorded the airline exclusive 
operating privileges. 

With the growth of domestic and interna- 
tional flights in the United States, the need for a 
regulatory body over U.S. aviation seemed ap- 
parent. In 1938, Congress passed the Civil Aero- 
nautics Act of 1938 and empowered the Civil 
Aeronautics Board (CAB) with the task of regu- 
lating the U.S. airline industry. In the interest of 
preventing cutthroat competition, the CAB, for 
example, determined the routes that air carriers 
would fly. 

The combination of air exploration with ex- 
panding air cargo and passenger routes essentially 
laid the basis for the globalization of the late-twen- 
tieth and early twenty-first centuries. International 
corporations could take their products anywhere 
in the world in a manner faster and more efficient 
than by way of the high seas. Coastal regions of 
the world gradually lost their monopoly on com- 
munication and on foreign and domestic products 
now that airplanes could travel to the interior, de- 
livering goods and correspondence high above riv- 
ers and mountains that often impeded commercial 
routes. The improvements in technology that per- 
mitted aircraft to travel great distances chipped 
away at both the principle of absolute sovereignty 
in the sky and the comfort that nations could take 
in their oceans or mountains that once provided 
military security. However, nations still refused to 
give up the principle of absolute sovereignty and 
reaffirmed it in bilateral treaties. 


FLIGHT AND TRADE IN WORLD 
WAR II 


With the outbreak of World War II in 1939, com- 
mercial aviation increasingly took a backseat to 
the overall war effort in Europe, Asia, and the 
United States. Nevertheless, the war produced a 
number of technological developments that 
clearly would affect the commercial aviation of 
the future. Such things as radar, deicing, long- 
range navigational aids, and jet propulsion were 
expected to benefit commercial aviation. During 


the war, airline companies, especially those in the 
United States, began the shift from their use for 
purely military services to more commercial ones, 
and they started to work out commercial routes 
for the postwar years. 

One issue of contention between the powers 
allied against Germany was how to reconcile the 
Atlantic Charter, the basis on which the Allies 
fought, with the old idea of absolute sovereignty. 
The fourth principle of the Atlantic Charter of 1941 
committed the Allies to “endeavor, with due re- 
spect for their existing obligations, to further the 
enjoyment by all States, great or small, victor or 
vanquished, of access, on equal terms, to the trade 
and to the raw materials of the world which are 
needed for their economic prosperity.” The sev- 
enth principle called for a peace that would “en- 
able all men to traverse the high seas and oceans 
without hindrance.” Such language suggested 
that the Allies had embraced a spirit of interna- 
tional cooperation that rendered the old absolute 
sovereignty principle archaic. 

In November 1944, the International Confer- 
ence on Civil Aviation convened in Chicago with 
delegates from fifty-three nations present. Very 
quickly, the spirit of cooperation dissolved in dif- 
ferences over exactly how much freedom should 
be given to commercial aviation. The United 
States called for five freedoms: (1) the privilege 
to fly across its territory without landing; (2) the 
privilege to land for nontraffic purposes; (3) the 
privilege to put down passengers, mail, and cargo 
taken on in the territory of the state whose na- 
tionality the aircraft possesses; (4) the privilege 
to take on passengers, mail, and cargo destined 
for the territory of the state whose nationality the 
aircraft possesses; and (5) the privilege to take on 
passengers, mail, and cargo destined for the ter- 
ritory of any other contracting state and the privi- 
lege to put down passengers, mail, and cargo 
coming from any such territory. The Americans 
wanted a multilateral agreement based on the five 
freedoms. The United States emerged from World 
War II economically stronger and possessing far 
more commercial aircraft and potential markets 
than any other nation. Fearing fierce competition 
that could potentially lead to an American mo- 
nopoly, the United Kingdom sought to create an 
international authority to regulate fares and 
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routes, but the Americans adamantly opposed 
such a notion. Multilateral agreements were 
reached on the first two freedoms, but only a few 
nations were willing to sign the Air Transport 
Agreement that embodied the last three freedoms. 

The Chicago Convention did create the Inter- 
national Civil Aviation Organization (ICAO). The 
ICAO’s aims and objectives, according to Article 
44 of the convention, were: 


1. Ensure the safe and orderly growth of inter- 
national civil aviation throughout the world; 

2. Encourage the arts of aircraft design and op- 
eration for peaceful purposes; 

3. Encourage the development of airways, air- 
ports, and air navigation facilities for inter- 
national civil aviation; 

4. Meet the needs of the peoples of the world 
for safe, regular, efficient, and economical air 
transport; 

5. Prevent economic waste caused by unrea- 
sonable competition; 

6. Ensure that the rights of contracting states 
are fully respected and that every contract- 
ing state has a fair opportunity to operate 
international airlines; 

7. Avoid discrimination between contracting 
states; 

8. Promote safety of flight in international air 
navigation; 

9. Promote generally the development of all as- 
pects of international civil aeronautics. 


Although some wanted to codify the notion 
of open skies, the ICAO reaffirmed the principle 
of national sovereignty. The ICAO also adopted 
America’s radio and navigational system as a 
world standard; a decision that greatly benefited 
the United States. In 1947, however, the ICAO 
reached an agreement with the United Nations 
in which both would cooperate in executing their 
responsibilities. 

One other step taken in the last months of 
the war was the establishment of the International 
Air Transport Association (IATA) by nations gath- 
ered in Havana, Cuba, in 1945. One of its main 
missions, according to its charter, was “to promote 
safe, regular and economical air transport for the 
benefit of the peoples of the world, to foster air 
commerce, and to study the problems connected 
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therewith.” The IATA was also to cooperate with 
the ICAO and set international fares. 


FLIGHT AND TRADE BETWEEN 
WORLD WAR II AND THE 
ADVENT OF THE JET AGE 


The need for organizations to regulate aviation 
and commerce did exist. After 1945, the airline 
industry experienced a boom internationally. In 
the United States, Trans-World Air (TWA) and 
American Overseas Airways were granted foreign 
routes to Europe, breaking Pan American’s mo- 
nopoly. U.S. aircraft manufacturers also benefited 
from a postwar demand in Europe for commer- 
cial aircraft. In the early years of the Cold War, 
Western Europe turned to the United States since 
it was the only country during World War II that 
continued to build commercial aircraft. Financial 
assistance was also secured from Washington 
through the Marshall Plan, paving the way for 
airplane purchases. Like most nations, the United 
Kingdom built only military aircraft during the 
war. Desperate for transport aircraft, the British 
purchased several Lockheed Constellations. Later, 
Britain and the United States signed the Bermuda 
Agreement that not only settled differences from 
the Chicago Convention, but also provided more 
transport aircraft. However, the British did even- 
tually produce jet-powered aircraft for carrying 
passengers and cargo. In May 1952, the British 
Overseas Airways Corporation (BOAC) inaugu- 
rated the world’s first jet passenger service be- 
tween London and South Africa. Britain’s 
commercial jets made the BOAC a world leader 
in passenger airlines. 

The British were not alone. Air France re- 
sumed service in 1946 and soon carried passen- 
gers and cargo over its old imperial routes as well 
as some new ones in Europe and across the At- 
lantic. In 1948, Air France reorganized with the 
French government, which owned 70 percent of 
the company after the reorganization. The com- 
pany purchased aircraft from both the United 
States and Britain, but the French knew that jet 
aircraft were the future of commercial aviation. 
In war-torn Germany, Deutsche Luft Hansa 
ceased operations in 1945, and many years 
passed before another airline could take its place. 


In West Germany, an airline eventually known as 
Lufthansa commenced operations in 1953. 
Lufthansa acquired Lockheed Constellations and 
with training assistance from TWA, Lufthansa 
launched its own international routes. In East Ger- 
many, Deutsche Lufthansa was established in 1954 
using Soviet-made aircraft. The Soviet Union 
launched its own jet passenger service in 1956 
with routes to Siberia, India, Africa, and Western 
Europe. 

European nations and the United States, how- 
ever, were not the only states to play a role in the 
postwar commercial aviation boom. Before World 
War II, Germany and Italy controlled major air- 
lines in Latin America. After World War II, sev- 
eral South American governments put their own 
international airlines into operation. Argentina’s 
government owned all of its airlines until 1956 
when more, independent airlines came into be- 
ing. In 1959, Argentina became not only the first 
Latin American nation to operate a jet service, but 
was also the first to institute jet service between 
the two American continents. Colombia, Brazil, 
and Mexico likewise formed their own airlines. 
In Africa, the European colonial powers returned 
after World War II to resume their airline services, 
but they had to contend with a growing indepen- 
dence movement. India, which achieved its in- 
dependence in 1946, nationalized Air-India 
International in 1953 and established routes with 
its neighbors. Likewise, the Philippines, after 
achieving independence, secured routes to North 
America, Asia, and Europe for its Philippines Air 
Lines. U.S.-occupied Japan was permitted to es- 
tablish Japanese Air Lines (JAL) in 1951; two years 
later, JAL was the only Japanese carrier provid- 
ing international service. 


FLIGHT AND TRADE IN THE 
JET AGE 


Before the introduction of jet passenger aircraft, 
passengers tended to be affluent. Starting in the 
late 1950s, American businessmen and tourists took 
advantage of the benefits of jet aircraft and power 
of the U.S. dollar and flew in increasing numbers 
around the globe. In 1946, over 13 million Ameri- 
cans flew on domestic and international flights; 1 
million of these flew on international flights. This 


was a far cry from the 6,000 U.S. passengers that 
flew domestic flights in 1926. By 1956, over 4 mil- 
lion Americans flew international flights alone. In 
1968, the number of U.S. citizens flying abroad 
reached 16 million. In the early 1970s, wide-bodied 
jet passenger planes were introduced, permitting 
even more passengers to travel. And the 1970s saw 
the introduction of supersonic passenger jets. In 
1978, over 21 million Americans were international 
passengers. Flight in general in the postwar years 
had a huge impact on Americans. In the late 1940s, 
only 10 percent of adult Americans had ever flown 
on an airliner; by 1973, an estimated 63 percent of 
the adult U.S. population had flown on a passen- 
ger plane. 

In terms of profits for the airline industry 
worldwide, airlines did not enjoy net profits from 
the immediate postwar years to 1963. The airline 
industry worldwide did not consistently clear 
profits until the early 1960s, before experiencing 
losses in the early 1980s. However, the greatest 
profit margin for worldwide airline industries 
occurred in the mid-1960s when it approached 
10 percent. After 1966, the worldwide airline in- 
dustry never came close to that figure. 

In any case, this boom in international flight 
had a dramatic impact on the world economy. In- 
ternational airports were built all around the 
world, which affected local economies by provid- 
ing jobs and tourist money. Travel agencies, ho- 
tels, and restaurant chains benefited from tourism 
as well. Governments generated tax revenue, but 
increasingly in the late twentieth century, they 
also had to appropriate money to attract tourism. 
The notion of government involvement in tour- 
ism was novel for most nations, but in some areas 
of the world, such government participation was 
vital. By the 1970s, world air travel growth and 
world economic growth were inextricably linked. 
By the late 1990s, people living in nations with 
high gross national products spent more money 
for air travel than people in any other countries. 

Commercial transport was not alone in enjoy- 
ing growth in the postwar period. Air cargo like- 
wise experienced a boom. Cargo companies 
around the world were able to purchase long- 
range multiengine aircraft to move goods and 
products. Fierce competition drove many cargo 
companies out of business, but those that survived 
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showed a profit and acquired jet aircraft whenever 
possible. Air cargo did not overtake traditional 
shipping lines in terms of volume transported, 
but there were industries that relied heavily on 
airfreight, such as the florist industry. In 1946, U.S. 
air cargo companies moved 15 million ton-miles 
of freight and express. In 1968, that figure in- 
creased to over 1 billion; ten years later, that fig- 
ure was over 2 billion. Worldwide, cargo volume 
increased from 2.3 billion ton-miles to 5.4 billion 
ton-miles in the period between 1965 and 1976. 
The 1970s also saw the birth of the overnight small 
freight service. In 1977, the cargo industry in the 
United States underwent deregulation. Cargo 
companies could fly whatever route and charge 
whatever fare they wanted. By the 1990s, busi- 
ness companies could turn to Federal Express, 
United Parcel Service, or DHL to ship mail, ma- 
chine parts, or perishable goods overnight. 

In 1978, the United States took the significant 
step of deregulation. In fact, the whole airline in- 
dustry could compete against one another over 
passenger fares and routes. Airlines in the United 
States were reorganized in a hub-and-spoke sys- 
tem, in which a carrier chose a major U.S. city as 
a hub and its routes projected out from the hub 
like spokes on a bicycle wheel. Deregulation 
proved controversial then and remains an issue 
of debate in the early twenty-first century. De- 
tractors of deregulation have pointed to the 40 
percent drop in yield or revenue generated per 
passenger mile since 1978 as well as decreased 
safety as airlines cut corners. Supporters of de- 
regulation argue that the free-market economy 
has benefited the customers through discount 
fares. By the early twenty-first century, custom- 
ers were able to go online and bargain for ticket 
prices. It is estimated that air travelers saved as 
much as $15 to $20 billion per year. 

Since 1980, many nations around the world 
have followed America’s lead by completely or 
partially moving to privatization. This did not 
mean that various governments could entirely 
remove their hands from the industry. Economic 
downturns in the early 1980s and again in the 
early 1990s forced some governments to provide 
subsidies to keep airlines flying. To help European 
airlines survive in the open market, the European 
Union Commission began in the 1980s to permit 
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greater capacity and increase routes. In 1990, the 
European Union weakened the principal of ab- 
solute sovereignty in a nation’s airspace by low- 
ering barriers that previously limited aircraft from 
one nation to traffic passengers and cargo across 
borders. By the end of the 1990s, the European 
Union began pushing for a single European avia- 
tion market. 

In the United States, there was a renewed 
push for “open skies” in 1992 when Washington 
asked for agreements with European nations that 
permitted the United States greater access to Eu- 
ropean markets. A business alliance had already 
been formed between Northwest Airlines and the 
Netherlands KLM Royal Dutch Airlines, and with 
the Netherlands and the United States signing an 
open skies agreement, both sides could better 
exploit markets without fear of antitrust legisla- 
tion. By 1996, nine European nations signed simi- 
lar agreements with the United States that gave 
both sides 40 percent of the transatlantic market. 
By 2000, the United States signed similar agree- 
ments with nations in Latin America, Africa, and 
Asia. These agreements have facilitated globaliza- 
tion by expanding markets and making imports 
cheaper. Not all European nations have been will- 
ing to agree to open skies. Greece, Spain, and the 
United Kingdom refuse to sign, and France has 
only done so on a limited basis. Increased trade 
liberalization may eventually break down the fi- 
nal barriers to open skies. 

As the world entered the twenty-first century, 
initially there was much optimism about future 
aviation and visions of greater globalization. Both 
Boeing and Airbus proposed larger passenger air- 
liners that would accommodate more passengers, 
and more airports were planned for construction 
in countries all over the world. Unfortunately, the 
events of September 11, 2001, combined with an 
already turbulent world economy may have 
placed a short-term damper on expectations. The 
airline industry worldwide lost $12 billion in 2001. 
The ICAO, however, predicted in 2002 that the 
airline industry as a whole would rebound in 2003 
and experience growth the next year. The IATA 
forecasted that freight service worldwide would 
recover from September 11 faster than passenger 
service and expected market growth from 2002 
onward. Whatever may be the case, the symbi- 


otic relationship between aviation and trade will 
remain a vital one if the world economy is to grow 
and expand. 

Stephen G. Craft 


See also: Transportation and Trade; World War I; World 
War II. 
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AZTECS 


The last Native American empire of the Valley 
of Mexico. 


According to legend, the hummingbird god 
Huitzilopotchtli led the Aztecs out of seven caves 
called Azatlan somewhere to the north of the Val- 
ley of Mexico in the twelfth century. For some 
time, the Aztecs wandered from place to place, 
offering themselves as mercenaries to the many 
warring city-states in the area. Their god had 
promised that one day they would build a great 
city at a place where they saw an eagle sitting on 
a tree eating a snake. The city would itself become 
the capital of a great Aztec empire whose reign 
would last forever. In 1325, the wandering Aztecs 
spotted the promised eagle perched on a cactus 
in Lake Texcoco in the Valley of Mexico. Here, they 
built their great city called Tenochtitlan. 
Primarily through war, but also through di- 
plomacy and trade, the Aztecs built an empire that 
stretched west from the Valley of Mexico to the 
Pacific Ocean and east through the Yucatan pen- 
insula to the Caribbean Sea. All the towns and 
provinces within the empire were required to 
send yearly tribute to Tenochtitlan. The tribute 
provided luxury items for the pipiltin (nobility) 


Although best known as a militaristic people, the Aztecs were also 
active traders, as this woodcut of pre-Columbian merchants on a 
canal in the capital of Tenochtitlan, carved in a much a later period, 
illustrates. (© North Wind Picture Archives) 


to maintain their status as the political, military, 
and religious leaders of the empire. The tribute 
also provided food for the macehualtin (common 
people), who worked as the artisans, farmers, and 
laborers of Aztec society. The yearly tribute in- 
cluded cotton and cacao beans from the lowlands 
along the Caribbean, gold and turquoise from the 
mines of Guerrero and Oaxaca, rubber, colored 
feathers, and jaguar skins from jungle provinces 
to the south, and corn, beans, and peppers from 
nearby towns. Tribute was also made in men, 
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women, and even children, who were sent to 
Tenochtitlan to be sacrificed in the many temples 
at the center of the city. 

The Aztecs in turn traded goods produced 
by the macehualtin. Many of the macehualtin 
were peasants who raised corn, beans, and pep- 
pers on small plots of land owned by the pipiltin. 
Some farmers grew their crops on chinampas 
(floating gardens) made by building up islands 
of soil in the shallow waters of Lake Texcoco. 
Other macehualtin were artisans who made pot- 
tery, jewelry of gold and brightly colored feath- 
ers, and white cloaks made of cotton. Aztec 
farmers and craftsmen sold their goods in re- 
gional markets with the largest and most impor- 
tant one being held at a place called Tlatelolco. 
Here, more than 60,000 people gathered to buy 
and sell food, goods, and services. Long-distance 
traders known as pochteca brought luxury goods 
like amber, jade, and the emerald green feathers 
of the quetzal bird for the nobility to purchase. 
When the Spanish arrived in 1519, they marveled 
at the size of the market at Tlatelolco and the 
grandeur of the city of Tenochtitlan. Mesmerized 
by the wealth of the empire and horrified by the 
human sacrifice, the conquistadors recruited an 
army from among the many local tribes who re- 
sented the control of the Aztecs and destroyed 
Tenochtitlan and its empire in 1521. 


Mary Stockwell 


See also: Pochteca; Spanish Empire. 
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BABYLONIAN EMPIRE 


An ancient Mesopotamian empire on the ter- 
ritory of present-day Iraq. 


The Babylonian empire encompassed the cities 
of Lagesh, Akkad, Uruk, and Ur. It was a long, 
narrow area, a maximum of 40 miles across, that 
covered 8,000 square miles. On the north it was 
bordered by Assyria, on the south and west by 
the Arabian Desert, on the east by Elam, and on 
the southeast by the Persian Gulf. 

The Babylonian empire was established by 
Hammurabi around 1750 s.c.£., but the true 
golden age of the empire occurred after the fall 
of the Assyrian empire. Hammurabi ruled most 
of the region between the Tigris and Euphrates 
Rivers. He established a new code of laws for his 
empire before setting out to conquer neighbor- 
ing peoples such as the Elamites. Records of the 
realm were recorded in cuneiform, a form of writ- 
ing adopted from the Sumerians. Society was di- 
vided into a feudal class system with landowners, 
merchants, and priests having status above the 
lesser merchants, peasants, artisans, and slaves. 
During this same period, Abraham left Ur and 
migrated to Canaan. 

Babylon was highly prosperous during 
Hammurabi's reign. However, after Hammurabi’s 
death, Babylon was attacked by neighboring 
tribes for its riches. A series of invaders, includ- 
ing the Hittites, Kassites, and the Assyrians occu- 
pied the region from the eighteenth century until 
the ninth century B.c.£. Babylonians attempted to 
reassert their independence from Assyria during 
the reign of Sennacherib, who responded by sack- 
ing the city in 689. Finally, the Babylonians, un- 
der the reign of their ruler Nabopolassar, regained 
independence in 625. 
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Nabopolassar strengthened his position by 
forming alliances with the Medes and the Per- 
sians. He established his capital at the ancient city 
of Babylon, located on the Euphrates River, sixty 
miles south of present-day Baghdad. The origi- 
nal name of the city was “Babilani,” which is an 
Akkadian phrase for “the Gate of God(s).” The 
wealth and decadence of the city was well known. 
The term “Babel” means “confusion because of 
ungodliness.” The Greeks translated “Babel” into 
“Babylon” and the term continues to have a nega- 
tive connotation as a place of wickedness. 

Nabopolassar captured the city of Nineveh in 
612 and brought about the end of the Assyrian 
empire. This event marked the beginning of the 
new Babylonian empire. His son, Nebuchad- 
nezzar II, expanded the empire. He conquered 
the Hebrews and forced them into captivity in 
Babylon. He had defeated the Egyptians at the 
Battle of Carchemish in 605 during his father’s 
reign. 

During Nebuchadnezzar’s reign, the empire 
flourished. The prosperity of the city was recorded 
by the Hebrews during their captivity and by the 
Greek historian Herodotus. Among the impres- 
sive architectural structures were the city walls, 
the Ishtar Gate, the ziggurat and temple of 
Marduk, and the Hanging Gardens of Babylon 
(one of the Seven Wonders of the World). 

Trade flourished during this period. A series 
of dikes along the Euphrates irrigated the fertile 
valley and produced abundant crops of grain, 
vegetables, and fruit. Cattle and sheep were also 
plentiful. These food items were traded for gold, 
copper, and wood that could be used for weap- 
ons, jewelry, or household items. Babylon became 
the center of many of the East-West trade routes. 
The stability of the empire increased the number 
of merchants from India, Europe, Persia, Anatolia, 


Under the rule of eighteenth-century 8.c.e. emperor Hammurabi, 
shown here in a marble relief plaque, Babylon prospered mightily, 
inspiring neighboring peoples to prey on the kingdom after his death. 
(Library of Congress) 


and Egypt who conducted trade through Baby- 
lon. Goods arrived by boat down the Euphrates 
and were traded in the capital. With new peoples 
in Babylon, goods were shipped from the Levant 
into the capital and vice versa. The Jewish slaves, 
some of whom assisted merchants, created a mar- 
ket for these goods. The Babylonian empire en- 
joyed a golden age of literature that included 
works on astronomy, mathematics, medicine, 
chemistry, and botany. The famous Gilgamesh 
Epic, written in about 2000 B.c.z., tells the story of 
a massive flood. Art flourished during this period 
and was used to celebrate important events and 
for religious purposes. While still at its height of 
power, Babylon was defeated by the Persians 
during the reign of Cyrus the Great (also known 
as Belshazzar), and it subsequently became a 
province of the Persian empire. 


Cynthia Clark Northrup 
See also: Assyrian empire. 
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BANTU MIGRATIONS 


A series of gradual movements beginning in 
the third millennium 8.c.e. that significantly 
affected central, southern, and eastern Africa. 


The term “Bantu” is a linguistic classification re- 
ferring to a family of sub-Saharan African lan- 
guages rather than a specific group of people. 
Today, there are approximately 600 languages 
within this family. While the multiplicity of lan- 
guages is the legacy of the proto-Bantu migrants, 
their influence on the societies they encountered 
proved revolutionary and is still debated by his- 
torians. In the beginning of the third millennium 
B.C.E., the spread of Bantu languages, farming 
techniques, pastoralism (herding), technology, 
and trade allowed Bantu speakers to dominate 
central and southern Africa. 

Bantu migrations originated in the Benue- 
Cross River region, the area between modern- 
day Cameroon and Nigeria. As the population 
grew, small groups of Bantu-speaking people 
moved east toward the great lakes region of east- 
ern Africa and then south into central and south- 
ern Africa. During these migrations, the Bantu 
adopted new technologies and assimilated other 
peoples. The Bantu synthesized farming and pas- 
toralism with iron technology, which many credit 
them for spreading throughout central Africa. 
Most scholars believe the Bantu acquired iron 
technology between 800 and 600 B.c.£., well af- 
ter their initial expansion into East Africa. Ini- 
tially, non-Bantu peoples admired the Bantu for 
their ground and polished axes, but iron became 
a crucial instrument to Bantu speakers as they 
continued to migrate and assimilate other 
peoples into their society. Along with spreading 
iron technology, the Bantu migrants revolution- 
ized agriculture through new farming tech- 
niques, focusing on settled agriculture, in which 
migrants cleared the forests with iron tools in 
order to cultivate crops. Between the first and 
eighth centuries, new farming techniques also 
included the introduction of non-African crops 
like bananas, cocoyams, and plantains from Asia. 
These crops reached Africa through the Indian 
Ocean trade that Arabs monopolized in the first 
millennium c.z. Making their way toward the 
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interior, Bantu speakers found such crops appeal- 
ing. They also found that crops like the banana 
thrived in the tropical regions of Africa, helping 
the population expand. 

Many Bantu peoples adopted settled agricul- 
ture, and some continued the practice of herd- 
ing, as livestock became a form of wealth. This 
helped develop trade on a local level. The combi- 
nation of these forms of agriculture developed a 
lucrative mixed economy while allowing demo- 
graphic expansion, which triggered more migra- 
tion and further spreading of Bantu culture. As 
individuals increased their wealth through sur- 
pluses of crops and animals, particularly cattle, 
long-distance trading with the coast began. Bantu 
peoples also inhabited many central and south 
African ports where they contributed to the 
economy by supplying desired goods from the 
Indian Ocean and Far East, such as beads, sea- 
shells, and porcelain, to interior settlements. The 
formation of permanent settlements and the de- 
velopment of trade routes in central and south- 
ern Africa demanded new political systems, 
which were modeled on Bantu political organi- 
zation. Eventually, the cultural, economic, and 
technological changes the Bantu introduced into 
central and southern Africa led to the formation 
of politically centralized states like Zimbabwe. 


Eugene S. Vansickle 
See also: Africa; Food and Diet; Indian Ocean Trade. 
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BARDI HOUSE OF BANKING 


The most prominent of the Florentine mer- 
chant houses that formed the nexus of west 
European banking during the fourteenth 
century. 


The Bardi House held extensive interests in fi- 
nance, manufacturing, distribution, and com- 


modities trading. The skill of its employees in se- 
curing goods and financing extended trade from 
western Europe to the Far East and made Italy 
the banking capital of the continent. 

The Florentines’ use of financial instruments, 
among them letters of credit and branch offices, 
became the framework for the modern banking 
system. By 1310, the Bardi House had become the 
wealthiest in Florence and the most politically 
powerful, owing to the sizable loans it extended 
to noblemen and popes. 

Florence and the rest of northern Italy were 
caught between the warring factions of the 
Guelph, supporters of the Roman papacy, and the 
Ghibellini, supporters of the Holy Roman empire, 
which by that time was in the control of Germanic 
rulers. The Florentines’ sympathy was with the 


Its decision to support English king Edward III, pictured here, in the 
fourteenth century’s Hundred Years’ War against France, contrib- 
uted to the collapse of the Bardi House of Banking. 

(Library of Congress) 


Guelph, a decision that made them a favorite with 
the Catholic Church and its followers. 

The Bardi and their Florentine rivals, princi- 
pally the Peruzzi and Acciaiuoli, dealt in all types 
of commodities, but their most profitable com- 
modities were wool and grain. An ironclad trad- 
ing relationship between Florence and Naples 
served as the basis for the Florentine bankers’ in- 
fluence and profit. 

In 1313, Florence solidified its relationship 
with that city by allowing King Robert of Naples 
of the House of Anjou to control its government 
for nine years. It was a pragmatic gesture borne 
of a desire for profit and to ease conflicting politi- 
cal pressures from Henry VII of Germany and 
King Philip IV of France. The Bardi House par- 
ticipated in the arrangement. 

The most successful Bardi merchant was 
Francesco Balducci Pegolotti, who turned his ex- 
tensive knowledge of the Silk Road into a book 
called the Practica della Mercatura (The Practice of 
Trade), which became the fourteenth century’s 
version of a business manual. 

Its most famous employee, though a dis- 
gruntled one, was Giovanni Boccaccio, the author 
of The Decameron and other classics of Western lit- 
erature. His father, Boccaccio di Chellino da 
Certaldo, was a high-ranking Bardi employee 
who wanted his son to join him in the business. 
The future author spent six loathsome years as a 
Bardi apprentice and thereafter tweaked his ex- 
perience in his literary career. In II Corbaccio, he 
wrote that the bankers knew nothing of life ex- 
cept how to make money. 

The downfall of the Bardi House was the de- 
cision to support Edward III, the king of England, 
in the Hundred Years’ War against France. The 
war demanded funds, so the king turned to Ital- 
ian bankers to supply it. The Bardi and Peruzzi 
Houses’ support of Edward III was in the form of 
loans to be repaid through the manipulation of 
England’s lucrative wool trade. By 1340, the wool 
business had become overvalued and the repay- 
ment scheme failed, causing Edward III to default 
on his debts in 1341. This led to economic insta- 
bility throughout Europe, and soon after Edward 
declared insolvency; the king of Naples eventu- 
ally did the same. The king of France then ban- 
ished the Bardi and Peruzzi from that country. 
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In response, the Bardi and Peruzzi houses 
staged a coup in 1342 of the Florentine govern- 
ment and installed Walter of Brienne, whom they 
hoped would be more amenable to their finan- 
cial situation. They were disappointed and ejected 
him a year later. 

Further attempts to salvage their fortunes failed, 
and the three great Florentine houses declared 
bankruptcy in quick succession: the Peruzzi in 1343, 
the Acciaiuoli in 1345, and the Bardi in 1346. By 
this time the social fabric of medieval Europe had 
begun to unravel. Florence was struck down by 
famine and the arrival of the plague in 1348. 

The most visible legacy of the House of Bardi 
are the works of art that it sponsored, among them 
the frescoes it commissioned from the Florentine 
artist Giotto to decorate the Bardi chapel in the 
Church of Santa Croce in Florence. 


Ann Saccomano 


See also: Bioterrorism; Black Death; Hundred Years’ War; 
Pegolotti, Francesco Balducci; Wool. 
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BAROQUE 


A seventeenth-century style of art, architec- 
ture, music, theater, ceremony, and ruling that 
emphasized power, majesty, and display. 


The origin of the term “Baroque” is disputed by 
historians. One theory states that it comes from 
the Portuguese barocco, a word signifying an ir- 
regularly shaped pearl. 

An expansive state administration and bu- 
reaucracy sustained the Baroque style, as minis- 
terial governments assisted rulers in formulating 
political policies and managing economic affairs. 
First Ministers Gaspar de Olivares in Spain, Car- 
dinal Richelieu in France, and George Villiers, first 
duke of Buckingham, in Britain, worked to orga- 
nize and rationalize complex bureaucratic admin- 
istrations for their sovereigns in the first half of 
the seventeenth century. 
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With its monumental scale and its elaborate decoration, the Baroque style of the late seventeenth and early eighteenth centuries marked 
the rise of absolutist monarchs in Europe, many of whose wealth was based on global trade. (Library of Congress) 


Baroque rulers used their increasingly massive 
administrative machines to advance large-scale 
state projects through patronage of the arts and 
architecture. The period is known for its monu- 
mental sculpture, elaborate furniture, and glitter- 
ing gold leaf. But, state patronage also sponsored 
scientific and technical developments through in- 
stitutions like the British Royal Society and Louis 
XIV’s Académie des Sciences. Baroque states 
viewed religion as a vital public concern—churches 
built in Paris, Prague, and Rome used ornate gold 
leaf, dramatic statues, and domes to convey the 
power of God and the majesty of rulers to believ- 
ers. States also created new institutions intended 
to provide basic social services. Les Invalides, for 
example, provided a massive hospital and retire- 
ment home for veteran French soldiers. 


Armies and navies expanded rapidly during 
the seventeenth century, a period of near-constant 
warfare in Europe. The Baroque states that fought 
the Thirty Years’ War, the War of the League of 
Augsburg, and the War of Spanish Succession in- 
creasingly attempted to pay their military forces 
directly, but they faced frequent financial crises 
and risked economic exhaustion. Administrators 
increased tax collection at the expense of peas- 
ants to raise the large sums of money needed to 
wage warfare in the Baroque period. Suffering 
rural communities often rebelled against oppres- 
sive taxation and skyrocketing inflation during the 
long wars. The miseries of seventeenth-century 
warfare threatened to destroy countries entirely, 
but Brandenburg-Prussia and Russia managed to 
take advantage of economic and political oppor- 


tunities to increase their status and power. 

Louis XIV’s Chateau de Versailles demon- 
strates the scale of Baroque conceptions of cer- 
emony and power. The king’s architects and 
artisans turned a sleepy village outside of Paris 
into a huge palace-town that served as a fixed seat 
of government. The dazzling chateau was sur- 
rounded with gardens, reflecting pools, and foun- 
tains, which were used to impressive effect during 
formal ceremonies, festivals, and fireworks dis- 
plays. The impressive complex at Versailles 
prompted emulative palace-building and city- 
planning campaigns in Vienna, Saint Petersburg, 
and throughout Europe. Even Turin and other 
small state capitals were rebuilt according to Ba- 
roque tastes and concerns, with broad avenues, 
squares, theaters, and bastioned fortifications. 

In the second half of the seventeenth century, 
Baroque economic theorists advocated and pro- 
moted mercantilist policies that emphasized state 
direction of the economy. States directly supported 
specific industries and key businesses, including 
the famous Gobelin tapestry manufactures in Paris. 
Baroque governments began to undertake build- 
ing projects to facilitate commerce, such as the 
Canal du Midi connecting the Garonne River to 
the Mediterranean Sea. Land reclamation and 
swamp draining projects created more arable 
farmland in many areas. State-sponsored cartog- 
raphy improved navigation, while dredging 
projects improved ports. Mercantilist ministers 
conceived of economic growth as a zero-sum 
game involving direct competition between states 
over finite raw materials and resources, using state 
monopolies over production and trade—such as 
the British and Dutch East India Companies—to 
enrich their governments. 

Baroque states increasingly sponsored colo- 
nial expansion in the Americas and developed 
triangle trade networks across the Atlantic Ocean. 
States involved in trade competition and mercan- 
tile wars often sponsored privateering against 
enemy vessels intended to disrupt commerce. 
African slave labor sustained sugar and tobacco 
production on plantations in the Americas, while 
the influx of new food crops from Asia and the 
Americas revolutionized European cuisine. Cof- 
fee and tea became popular beverages for seven- 
teenth-century Europeans, and coffee shops 
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opened in London and Paris by the 1680s. Expen- 
sive tropical fruits represented luxuries, and the 
extensive orange grove at Versailles amazed Ba- 
roque visitors. Seventeenth-century Italian and 
French manuals on cooking demonstrate the im- 
pact of American and Asian crops on European 
tastes. The Baroque period, represented not only 
a European style of power, but also a key phase 
in the history of globalization. 


Brian Sandberg 
See also: Mercantilism; Reformation. 
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BARTER 


The exchange of goods and services without 
the exchange of money. 


Barter is the oldest form of business transaction 
known to man. Long before the advent of money, 
individuals and groups traded products with 
other communities. The emergence of trade oc- 
curred after farmers and herdsmen realized a 
surplus, instead of simply eking out a mere sub- 
sistence. Between 9,000 and 6,000 B.c.£., herdsmen 
began using livestock to barter for food and other 
essential or luxury items. Cows, sheep, or cam- 
els, would be commonly bartered, but other ani- 
mals might also be used. During this same period, 
farmers began to grow surplus crops that could 
be used in exchange for needed items. But barter 
still remained cumbersome and time consuming. 
Often, third and fourth parties would have to 
become involved if an individual did not have 
anything to trade that the other party desired. 
Without a designated value placed on specific 
animals and foodstuffs, negotiations had to be 
conducted to determine the equivalency rate. 
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Barter, or the swapping of goods without the use of money, has been a major part of trade throughout human history. Here, ordinary people 
and traders barter goods at a day market in Argos, Greece, in the early twentieth century. (Library of Congress) 


By 1200 B.c.z., the Chinese began using cow- 
rie shells as a form of money. Cowrie shells are 
the shells from a mollusk found in the shallow 
waters of the Pacific and Indian Oceans, prima- 
rily in the Philippines and Tonga. Arab traders 
brought cowrie shells back to the Middle East and 
then on to Africa, where they are still being used 
in the twenty-first century. The cowrie shell is the 
longest-used form of exchange known. 

The Chinese, not content to rely on cowrie 
shells, experimented with the use of metals and 
coins as a medium of exchange as early as 1000 
B.c.E. Using the general design of the cowrie, the 
Chinese manufactured metal cowries out of 
bronze and copper. These metal coins were made 


with holes in them so they could be strung to- 
gether. In addition, metal instruments and tools 
such as knives were also exchanged for goods. 
Meanwhile, trade routes between Europe and 
the Middle East developed as a result of the use 
of metals. Bronze, tin, and copper were exchanged 
for goods that might include minerals that had 
been transformed into jewelry or other utensils. 
Salt, which is necessary for the human diet, was 
traded across the deserts of North Africa in ex- 
change for products from the Near and Far East. 
Advanced civilizations such as Egypt, which had 
a well-organized tax system, placed a specific 
value on commonly traded items. Products such 
as pepper, grain, rice, and tea were among the 


items listed. An example of an exchange rate in 
1420 B.c.z. was 1 tub of butter for 120 dried fish. A 
slave would often be exchanged for 8,000 pounds 
of sugar. 

By 500 B.c.£., Lydia (modern-day Turkey) was 
using silver in its coins and stamping the metals 
with a portrait of an emperor or god. The Persians, 
Greeks, Macedonians, and Romans copied this 
design, using precious metals such as gold, silver, 
and bronze. Although money was then officially 
in circulation, only the wealthy could afford coins, 
while most peasants continued to exchange goods 
and services through the barter system. 

China was the first country to use paper cur- 
rency as a form of exchange. The practice began 
around 806 c.£. and continued until 1455, when 
the inflation of the currency forced the Chinese 
to abandon the practice for several hundred years. 
However, during its use, trade within China in- 
creased dramatically. 

In the New World, Indians also developed a 
rudimentary form of exchange. Wampum, a string 
of white beads made from clamshells, was ex- 
changed with the Europeans as early as 1535. With 
the colonization of North America by the British, 
barter continued even though the British empire 
used some coins. Specie, like gold and silver, was 
too precious to be used for common transactions, 
so the colonies used agricultural crops like tobacco 
and rice in the south, animal skins in the middle 
colonies, and dried fish in the New England colo- 
nies to trade for finished goods from Great Brit- 
ain. Items commonly exchanged were fabrics from 
England’s expanding textile mills, windowpanes, 
pewterware, and mirrors. The contract and pas- 
sage of an indentured servant or slave was usu- 
ally paid for in tobacco. These commodities are 
commonly referred to as cash crops because they 
functioned as cash in this cashless society. 

Barter remained the primary form of ex- 
change until the Market Revolution in the 1830s 
and 1840s, when the United States became a soci- 
ety based on currency (gold and silver). During 
the mid- to late nineteenth century, European 
countries and the United States turned to money 
as the primary form of exchange, although other 
areas of the world continued to rely on the barter 
system. 

Interestingly, in the twentieth century, the 
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idea of bartering has once again become accept- 
able in industrialized nations. Large companies 
such as BXI in Burbank, California, use comput- 
ers to coordinate the exchange of goods and ser- 
vices between buyers and sellers without the 
exchange of money. Credits are given for goods 
deposited and then sold to buyers who are also 
suppliers within the system. Although no money 
changes hands, sellers receive a tax form at the 
end of the year that indicates their realized in- 
come. The companies can also deduct any legiti- 
mate transactions incurred through the use of the 
system such as the purchase of raw materials used 
for their manufacturing process. Since its incor- 
poration in 1960, BXI has conducted trades val- 
ued at more than $100 billion. 


Cynthia Clark Northrup 
See also: Money. 
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BATAVIA (JAKARTA) 


The naval and administrative capital of the 
Dutch East India Company. 


Batavia, now modern-day Jakarta, is located on 
the northwestern tip of the island of Java. Sol- 
diers of the Verenigde Oostindische Compagnie 
(VOC; Dutch East India Company) captured 
Batavia, then called Jaya Karta, from its Muslim 
rulers in 1619. The capture of the city by the VOC 
was the latest in a string of Spice Island conquests 
that began in 1605. The Dutch completely rebuilt 
Jaya Karta, erected massive fortifications, and re- 
named it Batavia. 

Strategically placed along the main sea route 
through the Spice Islands, the Sunda Strait, 
Batavia quickly developed into the center of In- 
donesian trade for the Dutch Republic. Provid- 
ing administrative and military services to the 
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Founded by Muslim traders in 1527, Jaya Karta was renamed Batavia after its capture by the Dutch in 1619. The capital of the Netherlands 
East Indies and a key exporter of tin and rubber in the first half of the twentieth century, Batavia—shown here in a 1940s’-era photo—was 
captured by the Japanese in 1942 and recaptured by the allies in 1945. It was renamed Jakarta after Indonesian independence in the late 
1940s. (Library of Congress) 


factories of Amboina, Ternate, Tidore, Bantam, 
and the Bandas, Batavia also served as a rendez- 
vous point for Dutch ships and cargo from India, 
the China Sea, and Japan. Within a relatively short 
period, Batavia became the foremost European 
settlement in Asia, surpassing Goa, Melaka, and 
other Spanish and Portuguese colonies. From 
8,000 residents in 1624, Batavia grew to a popula- 
tion of over 70,000 by 1700. Of this number, 6,000 
were Europeans, mostly soldiers, sailors, and 
employees of the VOC. The remainder was a 
highly diverse population of Chinese, Malays, and 
other ethnic Indonesians. Like other sizeable 
towns in the Dutch Republic, Batavia boasted a 
city council, schools, an orphanage, and a Dutch 
Reformed Church consistory. 


The primary commercial goods that flowed 
into and through Batavia during the 1600s were 
spices such as cloves, nutmeg, and mace from the 
Indonesian archipelago and trade wares from 
China and Japan. In the late seventeenth century, 
however, after several decades of slow westward 
expansion on the island of Java, the Dutch intro- 
duced coffee, indigo, and sugar. The Dutch de- 
veloped a highly profitable local industry 
centered on Batavia, compelling local farmers to 
grow the new products. Thus, by the late seven- 
teenth century, Batavia was the focal point of a 
vast and profitable VOC empire. 

At its peak, Batavia served as the colonial capi- 
tal for a trading company that employed some 
25,000 soldiers, sailors, and administrators and 
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possessed some 200 ships, 50 of which were men- 
of-war. The volume of shipping between Batavia 
and the Netherlands increased decade by decade 
until the 1720s, when 200-plus vessels made the 
round-trip journey. Though French and English 
pressure in Asia began chipping away at Dutch 
commercial supremacy in East Asia, Batavia and 
the territories it administered remained rich and 
powerful. 

The decline of Batavia under Dutch rule co- 
incided with the failure of the VOC. Throughout 
the sixteenth century, the company had returned 
profits as high as 63 percent to its shareholders. 
By 1724, however, the VOC was unable to pay a 
dividend; it maintained solvency only through 
the extraction of taxes and levies from the native 
inhabitants of Java and other Indonesian territo- 
ries. The remainder of the eighteenth century saw 
a steady decline in the fortunes of the VOC and 
by extension, the city of Batavia. 

Reasons for this rapid decay were many. Fi- 
nancial mismanagement, foreign competition, 
native unrest, and political instability in the home 
country were the primary factors in the failure of 
the VOC. The most startling evidence of the weak- 
ness of the company came during the fourth 
Anglo-Dutch War. In 1780, English forces seized 
Ceylon and other southern Indian outposts, and 
captured VOC ships and cargo valued at 10 mil- 
lion guilders. By 1795, the French-influenced gov- 
ernment of the Netherlands dissolved the VOC 
and formally assumed control of its possessions 
in 1798. 

A brief interruption of Dutch rule of Batavia 
occurred during the Napoleonic Wars, when first 
the French and then the British occupied the city. 
Control of Batavia and other East Indian territory 
was restored to the Netherlands in 1814 after the 
defeat of Napoléon Bonaparte. Amid economic 
difficulties and a costly native uprising that lasted 
from 1825 to 1830, the Dutch recognized the need 
to revive the flagging East Indian trade. In 1830, 
Batavian officials, at the behest of the home coun- 
try, instituted what was called the Culture Sys- 
tem. In this scheme, native Javanese farmers were 
required to devote one-fifth of their arable land 
to cash crops for export. While extremely profit- 
able for the administration at Batavia, and for the 
Netherlands as a whole, the Culture System was 
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blamed for several years of famine, encouraged 
anti-Dutch sentiment in Java, and became one of 
the grievances of the future Indonesian national- 
ist movement. 

Dutch rule of its East Indian territories from 
Batavia continued into the twentieth century 
amid growing native unrest, which included com- 
munist uprisings in 1926 and 1927. Independence 
was finally granted to the Dutch East Indies in 
1949. Java and the surrounding islands were re- 
named “Indonesia,” and Batavia became Jakarta 
once again. 


Jefferson T:. Dillman 


See also: Amsterdam 
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BELL, ALEXANDER GRAHAM 
(1847-1922) 


A leading inventor, born in Edinburgh, Scot- 
land, whose invention of the telephone revo- 
lutionized communications. 


Alexander Graham Bell’s father and grandfather 
were speech teachers and scientists in Great Brit- 
ain, and Bell also became a speech teacher in Brit- 
ain before immigrating to Canada with his family 
in 1870. Bell subsequently introduced his father’s 
universally applicable system of phonetic nota- 
tion at a new school for deaf children in Boston, 
which had emerged as America’s leading city of 
technological experimentation. Furthermore, in 
1873 Bell became a professor of vocal physiology 
at Boston University. 

As he received financial support from his fu- 
ture father-in-law, Bell began to experiment with 
transmitting voices through a telegraph-like de- 
vice. Then in the summer of 1874, Bell conceived 
the basic principle of the telephone. But he now 
turned his attention to the creation of a harmonic 
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Invented by Alexander Graham Bell—shown here inaugurating the 
first line between New York and Chicago—the telephone greatly 
enhanced long-distance communication, a key factor in national 
and international trade. (Library of Congress) 


multiple telegraph that could carry several mes- 
sages at the same time on a single wire. Although 
Bell failed to be the first inventor to file for a har- 
monic telegraph patent at the U.S. Patent Office, 
he would become the first with applications for 
significant elements of this type of system. Bell 
then resumed his work on transmitting voices by 
wire. In January 1876, he finished his telephone 
application and a caveat, which was a statement 
of an untested idea, was filed. A few hours ear- 
lier or later (an issue that is still in dispute), Elisha 
Gray filed a similar caveat. But on March 7, Bell 
received the patent for the telephone, and three 
days later Bell and his assistant, Thomas Watson, 
conducted the first intelligible telephone conver- 
sation. Bell subsequently demonstrated his new 
invention at the Centennial Exhibition in Phila- 
delphia in the summer of 1876. Not everyone, 
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however, was amazed by its implications. The 
New York Tribune asserted, “Of what use is such 
an invention?” 

In 1877, the Bell Telephone Company was or- 
ganized. Despite several unsuccessful challenges 
to Bell's patent, especially by Western Union, which 
backed Gray’s claim, the Bell Telephone Company 
continued to grow and in 1885 the American Tele- 
phone and Telegraph Company (AT&T) was estab- 
lished to operate the long-distance network. In 
1899, AT&T took over the American Bell Telephone 
Company, which in 1880 had become a successor 
of the Bell Telephone Company, and became the 
Bell System’s parent company. 

The first commercial telephone switchboard 
was established in New Haven, Connecticut, in 
1878. By 1887, there were 743 main exchanges with 
150,000 subscribers. Nevertheless, by 1900 there 
was only one telephone for every sixty-six people 
in the United States. But by the early 1920s, there 
were more than 10 million telephones in America, 
and this was just the beginning of the rapid ex- 
pansion of the telephone industry in the twenti- 
eth century throughout the world. By the end of 
the century, this global communications network 
included the information superhighway that com- 
bined telephone systems with computer networks. 
The resulting communications revolution fostered 
and facilitated the growth of worldwide trade. 

On August 2, 1922, Bell, who was a diabetic, 
died at his summer home near the town of 
Baddeck on Cape Breton Island, Nova Scotia. 


Steven E. Siry 
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BERBERS 


North African people largely responsible for 
the development of trade across the Sahara. 


Once the masters of independent North African 
kingdoms like Numidia and Mauritania, Berber 


societies rivaled the empires of Carthage and 
Rome in antiquity. The Berbers inhabited the 
North African region known as the Maghreb, 
which stretches from modern Libya to Morocco. 
Berber peoples practiced settled farming along the 
coastal regions of the Maghreb and pastoralism 
in the mountainous interior. After the Romans 
conquered the Berber kingdoms of Numidia and 
Mauritania, some Berbers adopted the camel as 
a mode of transport and began migrating south 
across the Sahara Desert, finally settling along 
the northern fringes of the savannah region in 
the third and fourth centuries. This allowed 
Berber traders to engage Sudanese peoples in a 
lucrative trade across the Sahara, thus beginning 
the trans-Saharan trade. Along with this trade, 
the Berbers settled new cities like Gao, Timbuktu, 
and Djenne near Saharan oases. Control of these 
oases cities allowed the Berbers to dominate the 
trans-Saharan trade routes and act as interme- 
diaries between sub-Saharan African and the 
Mediterranean Sea traders. The Berbers traded 
salt, an important and valuable item in sub- 
Saharan Africa, as well as European metals, 
swords, and Asian silks for goods like ivory, gold, 
and kola nuts. 

In the seventh century, Arab Muslims came to 
the Maghreb homeland of the Berbers and after 
fierce fighting converted many Berber traders. 
Berber Muslims then spread Islam across the Sa- 
hara into the kingdoms of sub-Saharan West Af- 
rica from the eighth to the eleventh centuries. As 
this process occurred, former trading cities estab- 
lished by Berber traders became Islamic centers of 
learning as well, and often the capital cities of king- 
doms like Ghana, Mali, and Songhay. The desire 
to trade with the Berbers led the leaders of some 
of these kingdoms to convert to Islam to have 
greater influence with traders. As these sub- 
Saharan kingdoms grew powerful and tightened 
their grip on the trans-Saharan trade, some 
Berbers, particularly the Almoravids, carried out 
dual-purpose invasions to spread Islam and retake 
control of Saharan trade routes. The Almoravid 
invasion of ancient Ghana established a Berber 
empire stretching from the boundaries of Ghana 
to North Africa by 1070. The formation of this new 
empire weakened Ghana as it diverted trade east 
of the kingdom, thereby removing much wealth. 
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The loss of wealth Ghana experienced weakened 
it and ultimately contributed to its fall. The trade 
that Berber traders dominated declined slowly 
after Europeans arrived in the coastal waters of 
West Africa in the fifteenth century. Once Euro- 
peans began direct trade with West African 
peoples, trade routes and goods shifted toward 
the coast, which reduced the importance of the 
trans-Saharan trade across the desert. 


Eugene S. Vansickle 


See also: Atlantic Trade; Ghana; Salt; Saharan and Trans- 
Saharan Trade; Slavery. 
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BERENICE 


An ancient port city located on the southern 
Egyptian coast of the Red Sea. 


The trade center of Berenice (Berenike) was 
founded by Ptolemy II Philadelphus in 275 B.c.r. 
and named in honor of his mother. Located on 
the Red Sea along Egypt's southern coast, the city 
and its natural harbor became the entrepot for 
spices, myrrh, frankincense, pearls, and textiles 
from the Arabian Peninsula and India. Elephants 
used in warfare, from the Sudan, Eritrea, and 
Ethiopia were shipped to Egypt on the Red Sea 
and unloaded at Berenice. Gems and ebony were 
also imported into Egypt through Berenice. Egyp- 
tian traders would trade copper, cooking pots, and 
clothing for these items and then return to 
Berenice, where the imported goods would be 
transported overland to the Nile River and from 
there to Alexandria and Rome. 

Before becoming a major trading port, the area 
was important for its nearby emerald mines that 
were worked from the time of the pharaohs 
through Roman times. Fishing was another im- 
portant occupation for the local inhabitants. How- 
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ever, sometime during the sixth century c.z., the 
harbor silted up and the city was abandoned. 

In 1994, excavations began in Berenice, and 
much has been learned about the ancient life of 
the city. Archaeologists knew of the existence of 
the city through the ancient writings of Strabo, 
Ptolemy the geographer, and Pliny, as well as 
through the Periplus Maris Erythraei (an ancient 
text that was a merchant's guide to the Red Sea, 
Persian Gulf, and Indian Ocean). Pottery shards 
reveal trade transactions and that eleven differ- 
ent languages were used in the port city—two of 
which have yet to be identified. In addition, eight 
various religious cults were active in the city, 
where Egyptian and Roman gods were wor- 
shipped, but where Christianity and Judaism 
were also practiced. Items found in the excava- 
tions include south Indian peppercorns and din- 
nerware, beads from Java, Thailand, or Vietnam 
and Sri Lanka, and ivory. Coins from Axum have 
also been found. The dry climate of the region 
preserved pieces of Indian batik cloth and sail- 
cloth as well as pieces of teak that were grown in 
India. The Periplus Maris Erythraei also mentions 
that trade between the Romans and the Indians 
resulted in a trade deficit for the Romans and that 
this deficit was offset by trading coral and emer- 
alds, both highly prized and worth a small for- 
tune, to the Indians. Goods from Africa would 
have included ivory, tortoiseshell, and cassia. In- 
dian goods, besides the spices, would have in- 
cluded gems (tortoise, lapis lazuli, onyx, ivory, 
pearls) and tortoiseshell as well as textiles such as 
silk from China. Some drugs and aromatics would 
also have been exchanged. 

Although the natural harbor and closeness to 
the Nile River encouraged traders to operate out 
of the port of Berenice from the founding of the 
city, after the realization by Hippalus that sailors 
could take advantage of the monsoon winds of 
the Indian Ocean to travel much faster during 
certain times of the year, merchants were capable 
of traveling to and from India within one year. In 
the winter, the winds blew northeast and in the 
summer southwest. The increased trade coincided 
with an increase in piracy, especially after Roman 
sailors began bypassing the Arab middlemen and 
making the voyage to India on their own. 

The unique scenery of the area and fishing 


are the primary attraction in modern times. Tour- 
ism has led to the redevelopment of the area and 
provides much of the income for the local popu- 
lation. Health spas and resorts along the Red Sea 
coast have become popular over the last several 
decades. 


Cynthia Clark Northrup 
See also: Piracy; Roman Empire; Tourism. 
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BIOTERRORISM 


The intended use of biological organisms or 
poisons derived from biological organisms to 
result in death or disease in humans, agricul- 
ture, or animals, and to create fear and/or 
intimidate governments or societies in the pur- 
suit of political, religious, or ideological goals. 


Biological agents that are common in use are too 
small to be seen with the naked eye and are 
sometimes referred to as microorganisms. The 
largest in this group are fungi and the smallest 
are viruses. In between are protozoa, bacteria, 
and rickettsiae. The most serious among the vi- 
ral agents are smallpox, encephalitis-causing vi- 
ruses, influenza strains, and the hemorrhagic 
viruses. Bacterial agents include plague, botuli- 
num toxin, anthrax, and brucellosis. Aside from 
smallpox virus, a terrorist would most likely use 
a bacterial agent because of its ease of dispersal 
and its ability to withstand environmental 
stresses outside a host. Unlike chemical weapons, 
bacterial agents are not easy to control. A biologi- 
cal attack would not only potentially destroy its 
intended target, but could also incur collateral 
damage. 
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Fears of bioterrorism have forced the international community to greatly enhance security measures surrounding trade. The dangers of 
biological agents—including anthrax—is illustrated by this 1986 photo of decontamination efforts at Gruinard Island, Scotland, sealed off 
from the public since its use in biological warfare experiments in World War Il. (© Topham/The Image Works) 


BIOTERRORISM IN PREMODERN 
HISTORY 


Bioterrorism has been recorded far into early his- 
tory. As early as sixth century B.c.£., history has noted 
the use of poisons during warfare. The Assyrians 
poisoned the wells of the enemies with rye ergot, a 
powerful hallucinogenic drug. During this same 
century, the Athenians tainted the water supply of 
their enemies using herbs. Perhaps a more peculiar 
incident of bioterrorism is Hannibal’s use of ser- 
pents. During a naval battle, Hannibal ordered his 
forces to hurl poisonous serpents contained in 
earthen pots onto the decks of their enemy ships. 
At first his enemies thought that it was ridiculous to 
be fighting with earthen pots, until the decks quickly 
filled with poisonous snakes. This forced his enemies 
to fight off poisonous snakes as well as men. 
During the Middle Ages, Europe was stricken 


with the Black Death. Its transmission was by way 
of a bacterial source: Yersinia pestis. In 1346, the 
Tartar army hurled the dead bodies of plague- 
infected soldiers over the city walls of Kaffa, 
Crimea. In 1422, at the Battle of Carolstein, bod- 
ies of plague-stricken soldiers and cartloads of 
excrement were catapulted into the ranks of on- 
coming enemy. The use of this type of biological 
warfare resulted in the spread of the plague 
throughout Europe along trade routes, especially 
from rats carrying infected fleas that would board 
ships at the dock. As the death toll reached as 
high as two-thirds of the population in the trad- 
ing cities of Genoa and Venice, the exchange of 
goods declined dramatically. Merchants confined 
their business transactions to local areas, thus 
making goods from the Far East scarce. The de- 
cline in the population also halted exploration 
efforts. Although nation-states still did not exist, 
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all the other prerequisites for exploration and dis- 
covery had been met. Europeans had learned of 
the compass from the Mongols as well as the art 
of advanced cartography. Sailors knew about the 
cross staff and the astrolabe. But with a reduction 
of inhabitants throughout Europe, the emphasis 
shifted from trade to survival. After the agricul- 
tural revolution of the mid-fifteenth century, the 
population increased and Europe remained 
poised for the age of discovery. 

Variola virus, or smallpox, is highly infec- 
tious, and during its early use as a biological 
weapon it had a high mortality rate. During 
Spain’s conquest of South America, Francisco 
Pizarro gave “gifts” of clothing infected with the 
smallpox virus. During the French and Indian 
War, an English general gave blankets laced with 
smallpox to American Indians that were faithful 
to the French. This resulted in a successful at- 
tack on Fort Carillon. 

During the U.S. Civil War, many accounts of 
Confederate soldiers poisoning ponds were 
noted. This was done by dumping the carcasses 
of dead animals into the local water supplies of 
the Union soldiers. 


BIOTERRORISM IN TWENTIETH- 
CENTURY HISTORY 


During World War I, allegations spread of the 
Germans isolating cholera and attempting to poi- 
son the water supplies in Italy and run biological 
bombs into Britain. However, the Germans de- 
nied these acts. Later, a subcommittee of the 
League of Nations reported that although Ger- 
many was guilty of biological warfare, no hard 
evidence existed to prove it. 

On June 17, 1925, the Geneva Protocol banned 
biological weapons. This was the first interna- 
tional agreement that also included chemical 
weapons. Japan, however, refused to sign the ban. 

In 1937, Japan began an ambitious biowarfare 
program under the guise of a water purification 
installation called Unit 731. This unit conducted 
biological warfare tests on Chinese soldiers and 
civilians. This resulted in the death of tens of thou- 
sands from diseases like plague, anthrax, and chol- 
era. Secondary infections occurred by way of 
transmission from rats, which were infected by 


grains that carried the plague. These rats were also 
effective carriers for fleas as they went deeper into 
the population, which caused the large outbreak. 

In 1941, the British began experiments on 
Gruinard Island off the coast of Scotland, which 
would later be nicknamed Anthrax Island. At the 
same time, the United States launched its own 
studies through the U.S. Army Chemical War- 
fare Service at Camp Detrick near Frederick, 
Maryland. The center was established as a bio- 
logical research and development site for the War 
Department. 

During America’s involvement in the biologi- 
cal warfare arena, the first person to test public 
opinion was George Merck. At the time, he was 
the head of Merck pharmaceuticals and a major 
organizer during the World War II program. His 
involvement was key in the movement of a joint 
operation venture among the United States, 
Canada, and Britain. Merck said that the biologi- 
cal warfare program brought many benefits to hu- 
manity “in public health, agriculture, industry 
and the fundamental sciences.” He hoped that 
the War Department would sell this message to 
the public to stimulate support for the program. 

After World War II, there was a decline in the 
need for biological weapons, and subsequent 
budget cutbacks occurred. In 1950, the annual 
budget for biological warfare was $5.3 million. 
However, during the Korean War, from 1951 to 
1953, the Defense Department boosted spending 
to $345 million. These costs did not include the 
maintenance of installations, pay of military per- 
sonnel, or operating costs. 

The Cold War kicked off another increase in 
spending not only in the United States, but also 
in the Soviet Union. Since the Korean War, the 
United States had built many storage and testing 
facilities still in use today. In 1951, Pine Bluff Ar- 
senal, Arkansas, joined the U.S. Army Chemical 
Warfare Service and became a research and de- 
velopment center. In 1956, the U.S. Army Medi- 
cal Research Institute of Infectious Disease became 
operational. Later, a new desert test center at Fort 
Douglas, Utah, was established in 1962. Fort 
Douglas’s primary mission was the testing of bio- 
logical warfare weapons and defense systems. By 
1979, the Soviet Union had let its secret biological 
warfare weapons program leak out, literally. 


Weapons-grade anthrax had escaped into the at- 
mosphere from a lab near Sverdlovsk. After the 
event, humans within three miles of the lab be- 
came infected with anthrax. About seventy people 
became ill and sixty-five had died within two to 
four days. Additionally, many of the animals 
within a thirty-mile radius of the plant had also 
died. The event resulted in approximately 1.2 
million people being exposed to anthrax. 

During the Persian Gulf War, the Iraqi gov- 
ernment announced that it had been conducting 
research and development of chemical and bio- 
logical weapons. A number of these facilities were 
destroyed during the Gulf War. After the terrorist 
attacks on the United States on September 11, 
2001, President George W. Bush issued an ultima- 
tum to Iraq to turn over all its weapons of mass 
destruction or face invasion. In 2003, the United 
States invaded Iraq and toppled the regime of 
Saddam Hussein. 

In 1995, it was reported that Aum Shinrikyo, a 
Japanese cult, had attempted to disperse biologi- 
cal weapons in populated areas. These included 
botulinum toxin through the exhaust of an auto- 
mobile as well as through a specially designed dis- 
persal mechanism aboard a busy Tokyo subway, 
and anthrax through building ventilation systems. 

Anthrax was sent through the U.S. mail in 
October 2001. In New York, a thirty-eight-year- 
old assistant handled mail with a fine, white pow- 
der in it. The Federal Bureau of Investigation 
concluded that the powder was anthrax. Over 
the course of a month, there were several more 
cases of anthrax-laced letters. Letters were sent 
to Tom Brokaw, a television news anchor, and 
Senator Tom Daschle, the Senate majority leader. 
Other infections occurred by way of cross con- 
tamination in postal sorting machines. This re- 
sulted in over 2,200 postal workers being treated 
with ciprofloxacin, a powerful antibiotic, for ten 
days. By the time that the scare was over, it had 
affected everyone in the United States, causing 
many people to purchase nonessential antibiot- 
ics and even traveling to Mexico to purchase large 
quantities of ciprofloxacin. By the time the threat 
had been quelled, there had been sixteen con- 
firmed cases of anthrax, six cutaneous, and ten 
inhalation cases, resulting in three deaths. 

On January 31, 2002, the U.S. Department of 
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Health and Human Services announced that it 
was appropriating $1.1 billion in funding to states 
for bioterrorism preparedness. The money was 
to help build a comprehensive bioterrorism plan, 
upgrade infectious disease surveillance and in- 
vestigation, enhance readiness of hospital systems 
to deal with large outbreaks of casualties, expand 
public health laboratory and communications 
capacity, and improve connectivity between hos- 
pitals, city, local, and state health departments. 


IMPACT OF BIOTERRORISM ON 
AGRICULTURE 


Much of bioterrorism is concerned with the ef- 
fects of biological agents on humans. But what 
about the effects on the agricultural and livestock 
industry? Just as anthrax affects humans, it also 
affects animals, primarily livestock. An attack on 
crops would most likely be directed toward rice, 
grains, and starchy produce since they make up 
a major portion of much of the world’s diet. An 
attack on animals would not only affect our food 
source, but also other areas. Textiles, pharmaceu- 
ticals, and, in some countries, much of their trans- 
portation would be affected. 

Fungi would be the most likely form of bio- 
logical agent used for an attack on crops, which 
can include the cereal rusts, late blight of pota- 
toes, and rice blast. If a bioterrorist were to re- 
lease a sufficient amount of spores along the 
southern border of the United States, given ad- 
equate resources and favorable weather, the 
spores would easily travel north. The Gulf of 
Mexico’s summer wind patterns push north- 
ward into Canada. The spores would move 
northward following the wind patterns and find 
their way to the central states, which are respon- 
sible for producing much of the nation’s grain 
supply. The economic effects would be disas- 
trous. The United States produces 53.3 million 
metric tons of wheat and 6.6 metric tons of rice 
per year. Of that, it exports 28.5 million metric 
tons of wheat and 2.7 million metric tons of rice 
annually. A similar pattern can be observed in 
the Ukraine. If a terrorist were to release a suffi- 
cient amount of spores along the windward coast 
of the Ukraine, during favorable weather condi- 
tions, the wind patterns would distribute much 
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of the spores into the main wheat-producing 
fields of the country. However, with science 
making strides in the agricultural industry, 
genomics offers a considerable deterrent to ag- 
ricultural attacks by engineering crops that are 
resilient to infection from fungi or bacteria. Cur- 
rently, there are no approved genetically engi- 
neered foods that are resilient to infection for 
human consumption in the United States. 

An attack on animals in the United States would 
have more severe effects than an attack on crops. 
Meat, dairy, and poultry products are a large part 
of the American diet. The financial effects would be 
serious, but the health effects would be worse. Dis- 
eases that occur in animals can sometimes manifest 
themselves in humans or mutate and cross the bor- 
ders of species. The ideal biological agent would be 
one with a long incubation period to allow easier 
spreading of the disease before the animal is symp- 
tomatic and with a high mortality rate. Potential vi- 
ruses that can be used in an attack on animals can 
include, but are not limited to, swine flu, hog chol- 
era, foul plague, equine encephalitis, foot-and- 
mouth disease, anthrax, and glanders. 

Economic effects of a biological attack on ag- 
riculture and livestock would not only affect those 
industries. Secondary effects would be noticed in 
support operations as well. Revenue losses would 
be expected by processing plants and shippers 
and would eventually lead to an adverse impact 
on international trade. This was noticed in the 
recent foot-and-mouth disease and mad cow dis- 
ease outbreaks in Europe. These effects could also 
lead to possible market destabilization. 

Since the September 11, 2001 terrorist attacks 
on the United States, one of the key issues of Home- 
land Security has been the security of ports of entry 
into the United States. Annually, more than nine 
million freight containers arrive at U.S. ports con- 
taining imported goods. One of the key concerns, 
in addition to nuclear or chemical materials, has been 
tainted foodstuffs or livestock containing biological 
agents reaching U.S. markets through importation. 

In 2002, these concerns led to the passage of 
the Public Health Security and Bioterrorism Pre- 
paredness and Response Act, also known as the 
Biological Terrorism Act (BTA). Fully enforced since 
August 14, 2004, the BTA changed the Federal Drug 
Administration’s rules for importing food into the 


United States. There are now three requirements 
that importers must meet in order to import food. 
These include at least five days prior notice of ar- 
rival for each individual article of food; the regis- 
tration of all food manufacturing, processing, or 
packing facilities in the United States or the desig- 
nation of a U.S. agent in the case of foreign firms; 
and certain recordkeeping requirements on all 
foodstuffs intended to be consumed by humans 
or animals. There has been a general outcry on the 
part of businesses and associations dealing with 
imports that the requirements are too stringent, 
but critics of the act feel that they are not stringent 
enough and that this remains a key vulnerability. 

Biological weapons are relatively inexpensive 
in comparison to other weapons of mass destruc- 
tion. For example, to produce a 50 percent casu- 
alty rate within less than half a square mile, it would 
cost approximately $2,000 for the use of conven- 
tional weapons, $800 for nuclear weapons, $600 
with nerve gas, and $1 for a biological agent. Also, 
biological weapons can be produced with little dif- 
ficulty and in a much shorter time. In contrast to 
chemical weapons, biological weapons are far more 
effective for producing higher numbers of casual- 
ties. It would take 4 tons of VX nerve gas to cause 
several hundreds of thousands of deaths, but only 
110 pounds of anthrax spores in aerosol form. 
These data suggest that terrorist groups with just 
moderate funding are capable of producing a “poor 
man’s atomic bomb” —that is, a biological weapon 
with the potential to disrupt world trade. 


Michael J. Conner 


See also: Exploration and Trade; Genoa; Mongol Invasions; 
Terrorism; Venice. 
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BLACK DEATH 


A pandemic of plague that swept through Eu- 
rope between 1347 and 1351, killing up to half 
the entire population. 


Plague was a recurrent phenomenon in early so- 
cieties, but the Black Death was the most wide- 
spread epidemic experienced. Originating in Asia 
and China, it reached the Crimea and then Sicily 
in 1347. Tartar armies besieged a Genoese trading 
outpost in the Crimea and intentionally infected 
the inhabitants. Some of the Genoese escaped by 
ship, carrying the infection that they then un- 
knowingly spread to each port at which they 
landed. The plague then moved rapidly around 
the Mediterranean by way of the shipping routes. 
It subsequently reached Italy, Spain, England, and 
France in 1348; Austria, Hungary, Switzerland, 
Germany, and the Low Countries in 1349; and 
Scandinavia in 1350. 

The epidemic was caused by Yersinia pestis, a 
contagious bacillus, which is carried by a num- 
ber of insects, the most important being the rat 
flea Xenopsylla cheopsis. Under certain conditions, 
the infestation spreads rapidly through a popu- 
lation of rats. As they become infected, the rats 
die of the plague, and once there are too few live 
rats, fleas looking for new hosts may transfer to 
humans. There are three forms of plague: bu- 
bonic, pneumonic, and septicemic. Bubonic 
plague, characterized by swelling of the lymph 
nodes, is the best known. Pneumonic plague oc- 
curs when the point of infection is in the lungs, 
and septicemic plague when the infection is in 
the bloodstream. The effect of plague on humans 
varies greatly, from mild sickness to rapid death. 
From surviving descriptions, most plague cases 
during the Black Death appear to have been bu- 
bonic, characterized by swelling of the lymph 
glands, vomiting, delirium, and other symptoms. 
The name “Black Death” derives from the deep 
purple coloration of the skin of those suffering 
from bubonic plague. Once plague had estab- 
lished itself in Europe, it remained endemic for 
about the next 300 years. 

The results of the Great Plague proved dra- 
matic. Estimates of the death toll range between 
one-third and two-thirds of the entire population 
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The bubonic plague of the fourteenth century is estimated to have 
wiped out a third of western Europe’s population, including the vic- 
tims pictured here. Some historians argue, however, that the Great 
Plague had beneficial economic effects by increasing the bargain- 
ing power of scarce laborers to win higher wages. 

(Courtesy of the National Library of Medicine) 


of Europe. Records were kept so sporadically that 
it is not possible to be accurate about numbers. 
The impact appears to have varied widely from 
place to place. The plague came at a time in which 
many European societies were already facing a 
Malthusian crisis. Over the period between 1000 
and 1300, the population of Europe had been ris- 
ing rapidly. To produce food for all the new 
mouths, cultivation had spread onto more mar- 
ginal land, with the result that output per person 
had been falling. Crop failures and famine, such 
as that from 1315 to 1317, had become common 
and more severe. The population of towns and 
cities had grown, without commensurate im- 
provements in sanitation. These factors made the 
population more susceptible to disease. There is 
also evidence of climatic decline in the fourteenth 
century, with England and the Scandinavian 
countries hit with longer, wetter winters. 

Before the Black Death, most of Europe was 
still organized as some type of manorial system— 
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acultural, economic, military, and religious system 
of social organization. This required that the peas- 
antry remained dependent on the lord of the 
manor for many of their needs. In return, they 
owed the lord labor duties and various forms of 
payment. For this system to function, labor needed 
to be relatively plentiful with respect to land. While 
this was the case, and the manorial system was 
functioning well, lords often commuted their peas- 
ants’ labor services into cash payments. Land had 
been relatively scarce, and therefore expensive, 
while relatively little capital was used. 

The Black Death changed these relationships 
completely. A large proportion of the labor force 
died, leaving labor as the scarce factor of produc- 
tion, thereby increasing its value. Not only was la- 
bor more scarce, but as less land was cultivated the 
quality of the marginal land used slowly increased, 
further increasing the marginal revenue product 
of labor. This had dramatic effects on the bargain- 
ing power of labor, resulting in great social upheaval 
over the following century. In many areas, land- 
lords tried to control wages, which led to social strife 
and many peasant uprisings. In almost all such in- 
stances, the uprisings were brutally suppressed by 
the landlords. Much land was abandoned, with 
entire villages being deserted, particularly in En- 
gland. Total demand for food fell as well, resulting 
in a fallin its price. Peasants therefore earned more 
yet paid less for their basic subsistence, improving 
their general level of well-being. 

There is debate about the effect of the Black 
Death on manufacturing. Both demand and sup- 
ply, through the guilds, fell. In some areas, the 
scarcity was greater on the production side, and 
guilds waived their entry requirements, allowing 
masters to employ more apprentices than before. 
In other areas, the degree of control increased, 
with entry restricted to solely the sons or relatives 
of existing members. 

In many cases, landlords found themselves 
with large estates and relatively little labor. It was 
logical under these circumstances to change the 
farm production mix. The most common shift was 
away from field crops to sheep farming, leading 
to the enclosure movement that for a variety of 
reasons persisted for several hundred years. 

Another impact was on the Catholic Church. 
Many of the clergy had died, and to fill their places 


others with lower standards of training were or- 
dained. This led to abuses and eventually contrib- 
uted to the Reformation. The Black Death also 
halted the building of the great medieval cathedrals. 
Both manpower and funds ended abruptly with 
the plague, with the result that construction ceased 
onmany unfinished projects. Some were never fin- 
ished, while others were delayed for decades. 

In eastern Europe the changes were different. 
A less dense population meant that the economic 
system was under less stress, and there were pro- 
portionately fewer deaths. After the plague, the 
small towns tended to decline. With less popula- 
tion loss, there was less loss of power on the part 
of the landlords, and peasants therefore did not 
achieve the same gains as elsewhere. 

Over the next hundred years, the total vol- 
ume of trade clearly fell, but the drastically re- 
duced population meant that per capita trade had 
risen. Overall, the effect of the Black Death was 
to set back substantially the development of Eu- 
rope, though with the benefit of a great increase 
in the economic power of the general populace. 


Tony Ward 
See also: Bioterrorism. 
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BLACK SEA 


An inland sea located between southeast Eu- 
rope and western Asia that borders Russia, 
Ukraine, Romania, Bulgaria, Turkey, and Geor- 
gia and covers approximately 180,000 square 
miles with an average depth of over 4,200 feet 
but reaching depths of 7,250 feet in the cen- 
tral area. 


The Black Sea is connected with the Mediterra- 
nean Sea by way of the Bosporus, the Sea of 
Marmara, and the Dardanelles, while the Kerch 
Strait links it with the Sea of Azov. The principal 
rivers that drain into it, the Danube, Dniester, 
Southern Buh, Dnieper, Rioni, and Kizil Irmak, 


carry in 120 square miles of freshwater every year 
and a sediment load with a considerable amount 
of pollutants. 

From the seventh to fifth centuries B.c.£., 
Greek colonies established in the coastal areas 
engaged in intensive trade with local tribes, the 
Scythians and Sarmatians, and the metropolis. 
The Achaemenian empire of Persia dominated 
Anatolia until the fourth century, when Greek 
Macedonians under Alexander the Great con- 
quered the region. In the first century c.z., this 
entire area became part of the Roman and later 
the Byzantine empire. After the Romans withdrew 
from the northern Black Sea, the population fell 
prey to various tribes, including the Goths, Huns, 
and later Slavs, Khazars, proto-Bulgarians, 
Polovets, and others. In the ninth century, the Vi- 
kings penetrated this area by establishing a trade 
route linking the Black Sea with Scandinavia. 

From the seventh to tenth centuries, the Black 
Sea became the focus of long-distance trade be- 
tween northwestern Europe and Russia with the 
Byzantine empire, Arab caliphate, and Persia. In 
the eleventh and twelve centuries, the Seljuk (Ot- 
toman) Turks, which totally transfigured the 
world trade, gradually conquered Anatolia. In 
1453, the Turks seized Constantinople, and in the 
fifteenth century the Ottoman empire controlled 
the entire Black Sea basin. Starting in the seven- 
teenth century, Russia increasingly penetrated the 
Black Sea. Since the late eighteenth century, Rus- 
sia had established its total hegemony over its 
northern part, with Odessa becoming Russia’s 
major trade outlet focused on the export of grain. 

Following World War II, Soviet Russia en- 
hanced its political and economic dominance over 
the Black Sea area; only Turkey escaped its con- 
trol. The fabric of world trade completely changed 
in 1991 with the collapse of communism in the So- 
viet Union, Bulgaria, and Romania, and Ukraine 
and Georgia gaining independence. At present, 
Odessa and Nikolayev are Ukraine’s major ports, 
and Sevastopol is its naval base (owned jointly with 
Russia). Russia’s ports are Novorossiysk (an oil ter- 
minal) and Tuapse. Other major ports are 
Constantsa in Romania; Varna and Burgas in Bul- 
garia; Trabzon, Samsun, and Zonguldak in Turkey; 
and Poti and Batumi in Georgia. 

Pollution of the Black Sea is a major concern 
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of its surrounding nations, who have started sev- 
eral cooperative projects aimed at environmen- 
tal protection. In 1989, eleven countries—Albania, 
Armenia, Azerbaijan, Bulgaria, Georgia, Greece, 
Moldova, Romania, Russia, Turkey, and Ukraine 
—signed the Black Sea Economic Cooperation 
Pact with the wider goal of promoting greater 
democracy, peace, and development in the Black 
Sea region, as well as establishing safeguards 
against future environmental problems. 


Pavel Dolukhanov 


See also: Alexander the Great. 
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BOLSHEVISM 


A movement that began in Russia in the late 
nineteenth century under the leadership of 
Vladimir Lenin in response to the destabilized 
economy. 


Bolshevism was primarily a labor movement in 
the early years that concerned itself with propa- 
gating Lenin’s interpretation of Karl Marx’s theo- 
ries of communism and the revolutionary 
impulse. After the serfs were freed by the tsar in 
the 1860s, the social structure of Russia, especially 
in the countryside, was destabilized as millions 
of peasants and former landowners found them- 
selves without property or means. As Marxism 
was beginning to sweep Europe, the ideas began 
to filter into Russia and consolidate with a small 
group of intellectuals who eventually called them- 
selves Bolsheviks. 

The group advocated state assistance to sta- 
bilize the socioeconomic system and improve the 
labor situation. Tensions reached a boiling point 
in 1905, with a series of labor strikes all across 
Russia. The strikes were singularly unusual be- 
cause of the absence of even rudimentary trade 
unions and because there was no cultural prece- 
dent for any kind of labor movement from be- 
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The 1917 Bolshevik revolution was both liberating and brutal. While it freed Russian peasants from the control of aristocratic landowners 
and launched the country on a great modernization effort, it also resulted in gross human rights violations. Here, prisoners are jammed into 
a boxcar for deportation to Siberian work camps. (Library of Congress) 


low in Russia. The strikes began violently on 
January 9, 1905, which was quickly dubbed 
Bloody Sunday. The strikers advocated for eight- 
hour working days and regulated wages. The 
strikes continued throughout the rest of 1905, as 
the story of Bloody Sunday spread across the 
country and the various Bolshevik groups took 
up the cause. The Bolshevik attitude reflected the 
conditions of the day, in which there was no sys- 
tematized program of labor unions. Lenin cau- 
tioned Moscow and Saint Petersburg to be slow 
to strike, and the two cities waited until the fall 
of 1905 to begin strikes. 

After the 1917 revolution, the Bolsheviks con- 
solidated power in Russia and concentrated their 


economic policies on the domestic situation in 
Russia and on improving the working conditions 
for the average worker. The resulting civil war 
after the revolutions placed a hold on this eco- 
nomic priority as resources were diverted toward 
the war effort. After the triumph of Bolshevism 
by 1923, the state began implementation of the 
policies that would govern the trade of the So- 
viet Union, both domestically and abroad. 
After 1923, the state controlled nearly all the 
economic activity inside the Soviet Union and 
considered importation of consumer goods to be 
a luxury and secondary to the kinds of imports 
that would build the industry and technologi- 
cal base of the economy. Lenin decreed in 1918 


that the state would protect all industry and take 
over industry planning and economic develop- 
ment so as to ensure the full realization of the 
communist system. Imports, which were re- 
stricted, especially in the early years of the So- 
viet Union, were considered only a supplement; 
the main idea was that the Soviet Union would 
become self-sufficient. As the underlying ideol- 
ogy of the Soviet state was the empowerment of 
the worker and the attainment of a workers’ uto- 
pia, the Bolsheviks (later consolidated into the 
Soviet Union) concentrated on increasing inter- 
nal production and encouraging healthy labor 
relations. The Soviet state was understandably 
reluctant to look beyond its shores for economic 
assistance in the early years. 

Imports were further restricted to avoid “capi- 
talist contamination,” so trade relations with the 
West, particularly Germany, France, Britain, and 
the United States, were slow to develop. In the 
1930s, the Soviet Union expected that Western 
companies that had operated in Russia before the 
revolutions and were dispossessed as a result 
would simply restart their operations in Soviet 
Russia. Those companies were reluctant to make 
such an undertaking, partially out of bad memory, 
and partially because of the poor state of economic 
affairs across the globe. Germany was the only 
country in a real position to be able to accommo- 
date the Soviet trade requests and reopened forty- 
nine operations; Great Britain reopened half that, 
and the United States and France were only able 
to resume operations on six each. These opera- 
tions were primarily concerned with raw materi- 
als like oil, mining, timber, paper, sugar, cement, 
and the like, as well as a few chemical and electro- 
technical industries. 

As the Soviet Union feared capitalist contami- 
nation for the remainder of its existence, trade 
with the West remained restricted to specific ar- 
eas until the 1990s. 

Jill Vossen 


See also: Soviet Union. 
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BOURGEOISIE 


The term originally used to describe a self- 
employed free citizen residing in a medieval 
town. 


The emergence of the bourgeoisie as a class coin- 
cided with the reappearance of an exchange 
economy in medieval Europe. As capitalism and 
technology advanced, the word began to take on 
new meaning. The rise of the industrial bourgeoi- 
sie along with their allies in trade, finance, and 
finally government altered the structure of Euro- 
pean civilization. As the Industrial Revolution 
progressed, the bourgeois ethos became synony- 
mous with the new institutional arrangements 
needed to maintain an increasing economic 
growth rate. The expansion of trade, credit, and 
the educational system were all seen as necessary 
to maintain the ascendancy of an increasingly 
bourgeoisie-led society. By the mid-nineteenth 
century, theoretical economics began to develop 
a methodology of both analysis and criticism of 
bourgeois capitalism. 

“Bourgeois economists,” the term Karl Marx 
used to describe economists such as Adam 
Smith, David Ricardo, and Thomas Robert 
Malthus, tended to view the economy with what 
Phyllis Deane describes as “certain implicit com- 
mitments—a bias toward the status quo in prop- 
erty institutions, laissez-faire and economic 
individualism—without serious question.” Marx 
began his criticism of the bourgeois economic 
premise that systems of ideas that originate from 
the ruling class “are likely to draw or to imply 
pictures of them that may be seriously at vari- 
ance with the truth.” Marxian economics empha- 
sized class analysis, often reserving its harshest 
criticism for the ruling class—in this case, the 
ascendant bourgeoisie. 
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In the latter part of the twentieth century, the 
term “bourgeoisie” lost its tight analytical mean- 
ing and simply became a slur against those lead- 
ing materialistic lives. 


Robert Koehn 


See also: Malthus, Thomas Robert; Ricardo, David; Smith, 
Adam. 
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BOXER REBELLION 


The unsuccessful 1900 revolt by Chinese rebels 
against foreign encroachments. 


The Yi he quan, or the “Fists of Righteous Har- 
mony,” was a secret society that became known 
to Western correspondents as the Boxers. By the 
late 1800s, foreign interest in China had grown 
tremendously. With China recently defeated in 
the 1895 Sino-Japanese War, its weakness was ex- 
posed and its vast population and extensive raw 
materials were open for exploitation. Great Brit- 
ain, France, Germany, Russia, and Japan extorted 
commercial leases and established spheres of in- 
fluence in key port towns. Christian missionaries 
entered the country in greater numbers. Railroad, 
mining, and other investments increased, always 
at terms favorable to the foreign powers. Because 
the United States enjoyed a growing market in 
China for its exports, most notably cotton textiles, 
the administration of William McKinley worried 
that competitor nations might close ports to 
American trade. The result was the Open Door 
Policy, whereby Washington demanded noninter- 
ference with any treaty port. Although this policy 
allowed the Chinese to collect tariffs on an equal 


basis, it ensured American involvement in an eco- 
nomic relationship that cost the Chinese dearly. 

Recognizing a threat to their traditional way 
of life as well as to their national sovereignty, 
gangs of disenfranchised Chinese youth began 
attacking foreign missionaries and businessmen 
in northern China, where foreign investment was 
greatest. By early 1900, a number of secret mili- 
tant societies had combined and the attacks grew 
more vicious and coordinated. Westerners were 
murdered and raped, and their property was de- 
stroyed. When, by May, the violence had spread 
beyond the secret societies, the allied foreign pow- 
ers prepared to send an expedition into China to 
quell the attacks. American ministers in China 
insisted that the United States join the expedi- 
tion, but McKinley hesitated. The United States 
was still fighting a nationalist insurrection in the 
Philippines and anti-imperialists complained in 
Congress. McKinley also worried that one of the 
foreign powers might use the attacks to further 
partition China, which was a potential threat to 
the principle of Open Door. In the end, however, 
McKinley decided to participate, convinced that 
nonparticipation would be construed as weakness 
and that a greater threat lay with inaction. 

When the allied military expedition was dis- 
patched in June to Beijing, the Chinese dowager 
empress Zixi ordered troops to resist. This effort 
succeeded in repelling the foreign army, but led 
the foreign powers to seize key ports to ensure 
future expeditions into the interior. Angered, the 
dowager empress then ordered the death of all 
foreigners. The German ambassador was mur- 
dered and the Boxers began a two-month assault 
on a walled complex in Beijing where foreigners 
lived. The allies responded with a massive force 
of 19,000 troops, which finally ended the rebel- 
lion and forced the royal Chinese court to flee. 

The resultant treaty, the Peace of Beijing, forced 
China to pay an indemnity of approximately $333 
million. Commercial treaties were amended to fa- 
vor the allies, and China’s military was restricted. 
The United States received $25 million of the total 
and, once China had paid all outstanding claims, 
ultimately refunded almost half. The existence of 
the Open Door Policy was ensured. 


Brooks Flippen 


See also: China; Chinese-Japanese Trade; Imperialism; Open 
Door Notes; United States. 
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BRAZIL 


Officially called the Federative Republic of 
Brazil and located in east South America; it 
borders Venezuela, Guyana, Suriname, 
French Guyana, Uruguay, Paraguay, Argentina, 
Bolivia, Peru, and Colombia and the Atlantic 
Ocean. 


Brazil is a federation of twenty-six states and 
Brasilia, the federal district and site of the capital 
city of the same name. Most large industry is con- 
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centrated in the south and southeast. Brazil is a 
member of the Southern Cone Common Market. 

Brazil has the world’s tenth-largest economy, 
with well-developed agricultural, mining, manu- 
facturing, and service sectors. Approximately 30 
percent of the workforce is involved in agricul- 
ture. Major commercial crops include coffee (Bra- 
zil is the world’s largest producer and exporter), 
citrus fruit (especially juice oranges, of which Bra- 
zil is also the world’s largest producer), soybeans, 
sugarcane, rice, corn, cocoa, cotton, tobacco, and 
bananas. Cattle, pigs, and sheep are the most nu- 
merous livestock. 

Brazil also has iron ore (it is the world’s larg- 
est producer), quartz, chrome ore, manganese, 
industrial diamonds, gemstones, gold, nickel, tin, 
bauxite, uranium, and platinum. The leading 
manufacturing industries produce textiles, chemi- 
cals, shoes, food products, steel, motor vehicles, 
ships, and machinery. Crude oil, manufactured 
goods, and chemical products head the imports. 


Since the nineteenth century, Brazil has served as the world’s largest exporter of coffee. Here, workers in the South American giant dry 


coffee beans by spreading them in the sun. (Library of Congress) 
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In the 1980s, Brazilian exports to the rest of 
South America had averaged less than 10 percent 
of all exports; exports to Mexico, Central America, 
and the Caribbean added another 2 percent. Bra- 
zilian exports were directed overwhelmingly to the 
United States and Canada (about 30 percent) and 
to Western Europe (about 30 percent). This trade 
orientation reflected several historical influences, 
including the structure of Brazilian international 
transportation channels and the composition of 
Brazilian exports. Major markets for Brazilian prod- 
ucts were primarily in high-income countries. In 
addition, the relatively strong inward orientation 
of most of Latin American countries during most 
of the early post-World War II decades affected 
Brazil’s export patterns. The doctrines of the Eco- 
nomic Commission for Latin America and the Car- 
ibbean in the early 1960s led Latin American 
countries to extensive import-substitution indus- 
trialization, particularly in Brazil and its larger trad- 
ing partners, notably Argentina and Mexico. The 
result was that the more open economies of Eu- 
rope and North America would provide the most 
important markets for Brazilian exports. Only with 
the liberalization of trade in a number of other 
Latin American economies in the late 1980s and 
1990s, especially Argentina, have Brazil's exports 
been directed to Latin American partners. Brazil's 
trade has almost doubled since 1990. 

An important element of government eco- 
nomic strategy was implemented in 1994 with 
the introduction of a new currency, the real, 
which was pegged to the U.S. dollar. However, 
after an initial period of stability, the real came 
under increasingly heavy speculative attack from 
financial markets, especially after the financial 
crisis in Asia in 1997 and, Russia in 1998. The Bra- 
zilian government was forced to devalue the real 
in 1999, which helped moderate the downturn 
in economic growth. The economy continued to 
recover in 2000, with inflation remaining in the 
single digits. Foreign direct investment set a 
record of more than $30 billion in 2000. How- 
ever, the economy contracted slightly during 
2001. 


Lilian A. Barria 


See also: Coffee; Columbian Exchange. 
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BRIBERY 


Generally defined as the offering of money or 
a favor in order to influence the judgment or 
conduct of a person in a position of trust. 


Bribery is an inevitable consequence of the inter- 
action between political figures who control the 
economic resources of the state and private firms 
attempting to gain profit from these resources. For 
hundreds of years, bribery has been institution- 
alized across the globe by corrupt political lead- 
ers and commercial firms determined to gain 
access to markets and scarce natural resources. 
Historical records routinely link European trad- 
ers to bribes paid to political leaders for favorable 
treatment, including bribes offered by the East 
India Company in the seventeenth century to 
obtain preferential treatment from members of the 
British Parliament. 

Even today, virtually no nation is untouched 
by bribery scandals related to international trade, 
and bribery schemes are associated with tens of 
billions of dollars of illicit activity in all sectors of 
global trade, especially contracts related to the 
arms and defense sector and the extraction and 
distribution of natural resources. Bribery schemes 
linked to multinational firms remain a significant 
concern in developing nations, highly industri- 
alized states, free markets throughout Asia, Af- 
rica, the Americas, and western Europe, and 
state-controlled economies, such as Cuba, North 
Korea, and the People’s Republic of China. 


IMPERIAL LEGACY 


For a number of regions, a systemic pattern of 
commercial bribery is a legacy of the age of em- 
pires. For instance, bribery in the commercial busi- 
ness sector in the Middle East originated during 
the late Ottoman era. Unlike in Europe, where a 
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One of the great bribery scandals in U.S. history surrounded the lease of oil-rich government lands at Elk Hills, California, in the early 1920s 
by Interior Secretary Albert Fall (far left) to oilman Edward Doheny (second from left). Prosecutors said Doheny lubricated the deal with a 
$100,000 interest-free loan to Fall. The other men in the foreground of the photo are lawyers Frank Hogan and Mark Thomson. 
(Library of Congress) 


large independent and influential bourgeoisie 
arose, in the Middle East governments remain the 
largest employers throughout much of the Islamic 
world. As a result, the political elite in most parts 
of the Middle East retains control over invest- 
ments from abroad, and government contracts 
and Middle Eastern leaders routinely extract po- 
litical payments from firms to obtain state protec- 
tion for their investments. Efforts to dampen the 
prevalent use of bribes to obtain contracts in the 
Middle East have achieved limited success. For 
instance, Saudi Arabia has been slow to create a 
civil law that would provide a secure, stable foun- 
dation to permit people and businesses to secure 
property rights and resolve commercial disputes. 
Moreover, checks and balances are few, making it 
difficult to police the Saudi ruling class. 

The European colonial legacy of a strong cen- 
tral government overseeing economic develop- 
ment remains a part of business throughout most 
parts of Africa and Asia. In many countries, mul- 
tinational firms cannot operate without the co- 
operation of high-level political leaders who 


award contracts and approve the repatriation of 
capital and the remittances of dividends to the 
home country. Low-level functionaries who issue 
work permits and visas to workers and assist in 
the construction of plants or upgrading existing 
facilities are also routinely bribed by foreign firms. 
Nations in transition are especially susceptible to 
the contagion of bribery. For example, since the 
end of apartheid, South Africa, a major transship- 
ment country for products to Asia, western Eu- 
rope, and the United States, has developed a 
substantial problem with bribery and financial 
fraud schemes linked to firms from China, Nige- 
ria, and the Russian Federation. 

Throughout much of the twentieth century, 
communist propaganda maintained that capital- 
ism was the breeding ground for illicit financial 
activities, including bribery. In truth, many com- 
munist states fostered a systematic pattern of brib- 
ery through poor state planning that led to 
shortages in basic goods, delays in transportation, 
and poor quality in repairs and services. To 
achieve better products and services, the commu- 
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nist governments were prone to accepting bribes 
from firms based in communist, capitalist, and 
nonaligned states. Communist officials routinely 
provided preferential treatment in the awarding 
of contracts and privileged access to the transpor- 
tation and service sectors. 

While bribery is a significant problem in na- 
tions with regressive political regimes, high in- 
flation, and low salaries for civil servants, the 
industrialized world is also routinely plagued 
with bribery scandals. From the time that the first 
settlers arrived until today, the United States has 
suffered through many commercial bribery scan- 
dals. The problem became increasingly acute af- 
ter World War II, when American firms expanded 
their commercial operations across the globe. One 
of the local business practices that raised consid- 
erable debate among American firms was the de- 
mand from foreign political leaders for payments 
to secure and protect business investments and 
from minor government officials for facilitating 
payments to induce them to perform their offi- 
cial duties. To ensure the contracts were awarded 
to American firms, a number of traditional ac- 
counting practices were skirted. 


EFFORTS TO CURTAIL BRIBERY 


Initial efforts to curtail American firms from of- 
fering bribes to foreign companies arose from in- 
vestigations into the 1972-1974 Watergate scandal, 
an internal political corruption investigation. Dur- 
ing the investigation, special prosecutors uncov- 
ered a $55,000 contribution from American 
Airlines to the Nixon political campaign. The Se- 
curities and Exchange Commission (SEC) quickly 
issued a questionnaire mandating that American 
firms provide details explaining the extent of 
questionable payments to domestic and foreign 
political leaders. The investigation uncovered 360 
companies that were negligent in reporting pay- 
ments to domestic political parties and foreign 
government employees. The SEC investigation 
resulted in a renewed effort to combat commer- 
cial bribery. In 1977, Congress passed the far- 
reaching Foreign Corrupt Practices Act, which 
mandates the prosecution of employees of firms 
who offer bribes to foreign government officials. 

Despite a number of high-profile bribery 
schemes in Europe, including allegations that 


Prince Bernhard of the Netherlands solicited and 
accepted more than $1 million from Lockheed 
Martin and the conviction of the managing di- 
rector of Belgium’s state telephone company for 
accepting thousands of dollars worth of gifts from 
the Belgian subsidiary of International Telephone 
and Telegraph, European states responded more 
slowly to enact laws to combat bribery schemes 
linked to global trade. Only after an extensive 
campaign by European nongovernmental orga- 
nizations, especially the Berlin-based anticorrup- 
tion group Transparency International, did efforts 
to combat bribery in Europe gain momentum. 

European efforts to curtail commercial brib- 
ery payments were significantly strengthened in 
1997 with the passage of the Organization for 
Economic Cooperation and Development Con- 
vention on Combating Bribery of Foreign Public 
Officials in International Business Transactions. 
The convention defines bribery as a criminal of- 
fence whereby a person intentionally offers, 
promises, or gives any pecuniary or other advan- 
tage, whether directly or through intermediaries, 
to a foreign public official to obtain or retain busi- 
ness or other improper advantage in the conduct 
of international business. This broad definition 
explicitly recognizes that both parties, the public 
servant receiving the bribe and the person giv- 
ing the bribe, are equally guilty. 

Events in the United States and western Eu- 
rope show that the acceptance of bribes is com- 
mon to all political and economic systems. 
International initiatives to curtail bribery schemes 
linked to commercial trade are slowly increasing, 
but efforts to harmonize practices will take time. 
Domestic efforts are also achieving some successes. 
While corporations from Russia, China, Taiwan, 
and South Korea continue to routinely bribe pub- 
lic officials in developing countries, a number of 
encouraging trends, including greater scrutiny of 
high-ranking political figures by the media, the 
standardization of legal and accounting practices, 
and the growth of a professional class, including 
accountants and lawyers, are slowly limiting the 
number of commercial bribery schemes and en- 
couraging the growth of transparent business 
transactions. 

Trifin J. Roule 


See also: British East India Company; Multinational Enter- 
prise; United States. 
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BRITISH COMMONWEALTH 


A voluntary association of independent nations 
that had a link to the British government, pri- 
marily as former colonies, or to another mem- 
ber state. 


The concept of a British Commonwealth dates 
back to the nineteenth century. In 1867, Canada 
became a self-governing Dominion, which gave 
the country an equal standing with Great Brit- 
ain. In 1907, New Zealand became a Dominion, 
followed by South Africa in 1910 and the Irish Free 
State in 1921. During World War I, many Domin- 
ion countries sent forces to fight and participated 
in the signing of the Treaty of Versailles that ended 
the war. The increased international position of 
these countries led to questions concerning the 
proper relationship between them and Great Brit- 
ain. When the heads of state met in 1926, they 
adopted the Balfour Report, which proposed that 
the Dominions be autonomous, equal in status, 
“in no way subordinate in any aspect of their 
domestic or external affairs, though united by 
common allegiance to the Crown, and freely as- 
sociated as members of the British Common- 
wealth of Nations.” Great Britain formally 
adopted the proposal in the Statute of West- 
minster in 1931, with Canada, the Irish Free State, 
Newfoundland (a separate state until it joined 
Canada in 1949), and South Africa adopting the 
statute shortly thereafter. 

The economic significance of the British Com- 
monwealth included benefits at both the govern- 
ment and nongovernment levels. Under the 
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Queen Elizabeth II serves as the titular head of the British Com- 
monwealth, an association of Britain and its former colonies cre- 
ated, in part, to enhance trade. (Library of Congress) 


nonbinding agreements made between members, 
tariff barriers within the Commonwealth, espe- 
cially products being shipped into Great Britain, 
were reduced or eliminated. Besides preferential 
trade status, the Commonwealth members have 
established professional associations and nongov- 
ernment organizations (NGOs) that help coordi- 
nate and stimulate economic transactions among 
the participating countries. Some of these organi- 
zations include the forerunner of the Common- 
wealth Parliamentary Association (founded in 
1911), the Universities Bureau of the British em- 
pire (founded in 1913 and now known as the As- 
sociation of Commonwealth Universities), and the 
Commonwealth Games (started in 1930 as the 
Empire Games). 

The structure of the British Commonwealth 
includes the reigning monarch of Great Britain, 
at present Queen Elizabeth II, as the nominal 
head. Since 1965, the operating executive of the 
organization is the Commonwealth secretariat, 
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who is based in London. The heads of state or 
government meet every two years at the Com- 
monwealth Heads of Government Meeting. Af- 
ter World War II, when the British empire began 
to unravel and countries like India achieved in- 
dependence, the structure of the Commonwealth 
began to change. A new, racially diverse organi- 
zation emerged. Members now include Antigua 
and Barbuda (1981), Australia (1931), the Baha- 
mas (1973), Bangladesh (1972), Barbados (1966), 
Belize (1981), Botswana (1966), Brunei (1984), 
Cameroon (1995), Canada (1931), Cyprus (1961), 
Dominica (1978), Fiji (1970, left in 1987 and re- 
turned in 1997), the Gambia (1965), Ghana (1957), 
Grenada (1974), India (1947), Jamaica (1962), 
Kenya (1963), Kiribati (1979), Lesotho (1966), 
Malawi (1964), Malaysia (1957), Maldives (1982), 
Malta (1964), Mauritius (1968), Mozambique 
(1995), Namibia (1990), Nauru (1999), New 
Zealand (1931), Nigeria (1960, suspended in 1995 
and readmitted in 1999), Pakistan (1947, left in 
1972 and rejoined 1989), Papua New Guinea 
(1975), Saint Kitts and Nevis (1983), Saint Lucia 
(1979), Saint Vincent and the Grenadines (1979), 
Samoa (1970), Seychelles (1976), Sierra Leone 
(1961), Singapore (1965), Solomon Islands (1978), 
South Africa (1931, left in 1961 and rejoined in 
1994), Sri Lanka (1948), Swaziland (1968), Tanza- 
nia (1961), Tonga (1970), Trinidad and Tobago 
(1962), Tuvalu (1978), Uganda (1962), United King- 
dom (1931), Vanuatu (1980), Zambia (1964), and 
Zimbabwe (1980). 

Since one of the principal goals of the organi- 
zation is to promote democratic societies, Paki- 
stan has had its membership suspended since its 
military coup in 1999 and the membership of Zim- 
babwe was suspended for one year on March 20, 
2002, following a disputed election. Ireland 
elected not to rejoin the Commonwealth after 
becoming a republic in 1949. Since then, coun- 
tries that have become republics at first had to 
reapply for membership but now are automati- 
cally extended membership. A major issue that 
arose over the inclusion of republics in the Com- 
monwealth initially was over the requirement to 
swear allegiance to the British Crown. That phrase 
has since been removed and replaced with the 
London Declaration in 1950. Under this revised 
arrangement, the member states all agree to rec- 


ognize the English monarch only as the head of 
the Commonwealth. 

After Great Britain joined the European Eco- 
nomic Community (now known as the European 
Union) in 1963, all preferential trading arrange- 
ments were suspended. Since then, the British 
Commonwealth has become known as the Com- 
monwealth of Nations. Although many NGOs 
continue to link economic groups, attention 
within the organization has shifted to other is- 
sues. The Commonwealth continues to work on 
the relationship between industrialized nations 
and developing nations. The North-South dia- 
logue that began among its members has now 
become an international concern on a global ba- 
sis. The elimination of human rights violations 
remains another focus of the group. Countries, 
such as South Africa under its apartheid system, 
were unwelcome. South Africa became a repub- 
lic in 1961 and did not reapply under the existing 
rules for readmission to the Commonwealth. It 
was not until a nonracial government was elected 
in 1994 that the country rejoined the organiza- 
tion. In more recent years, the Commonwealth 
has focused on training experts in democratic re- 
gimes and in monitoring elections. The cultural 
and historical links between the member states 
continue to bind these countries together, even 
though most now trade extensively with non- 
member states. 


Cynthia Clark Northrup 


See also: British Empire; European Union; World War I; World 
War II. 
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BRITISH EAST INDIA COMPANY 


A British company that traded with and even- 
tually administered India between the seven- 
teenth and nineteenth centuries. 
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Among the most important commodities traded by the British East India Company was tea, seen here being unloaded at the company’s 


docks in London in the 1860s. (© North Wind Picture Archives) 


The British East India Company was chartered 
on December 31, 1600, by Queen Elizabeth I as 
“The Governor and Company of Merchants of 
London Trading into the East Indies,” a monopo- 
listic trading body, during a period of rapid ex- 
pansion of world trade. The company’s first 
voyage in 1601 to Amboia, India, brought back a 
cargo of pepper and was followed by a succes- 
sion of trips in the ensuing years. In 1609, the first 
contact was made at Surat, where the Portuguese 
were established. The English were at first well 
received by the emperor of India, but the Portu- 
guese intervened and ousted them. Two armed 
merchantmen returned in 1612 and helped estab- 
lish a permanent English presence. Surat then 
formed the base from which the English ex- 
panded in the area—having to drive back both 
the Portuguese and then the French with diplo- 
macy and force of arms—against both their rivals 
and the Indian rulers. 

Initially, each voyage was subscribed sepa- 
rately, and although the returns were very high, 
this form of organization did not allow for the ex- 


pansion of the capital base that was necessary to 
build the company. There was also competition 
from illegal English interlopers trying to skim 
some of the profits. This problem was not fully 
rectified until 1657 when at the end of the English 
civil war Oliver Cromwell supported the East In- 
dia Company, reaffirming its charter. Even then 
there were continuing problems throughout the 
rest of the century as various groups sought to 
obtain some of the benefits for themselves. 

The East India Company traded cotton, silk, 
indigo, saltpeter, and spices, which it paid for pri- 
marily with gold. Its activities were initially fo- 
cused on India, but it also spread to the Persian 
Gulf and Asia. 

The organization of the British East India 
Company was modeled on that the Muscovy 
Company, which had been chartered fifty years 
earlier. The East India Company gained a promi- 
nent role in 1689, when administrative areas called 
presidencies were established in Bengal, Bombay, 
and Madras. There was continuing competition 
from fringe ventures, which in 1698 were allowed 
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to set up a formal competitor, the “English Com- 
pany.” The original East India Company bought 
out this newcomer in 1702. In 1717, the company 
achieved a great success when it was granted a 
royal decree from the Mughal emperor exempt- 
ing it from having to pay customs duties. 

During the eighteenth century, the com- 
pany’s power increased substantially, and it be- 
came as much an agent of British imperialism as 
a commercial venture, particularly after the vic- 
tories of Robert Clive over the French at Arcot and 
Plassey (1757). In 1773, India was put under the 
rule of a governor-general. Toward the end of the 
century, the British government began to assume 
more direct control, and in 1784 the India Act cre- 
ated a new department of the British government 
to control the affairs of the company in India. This 
eventually grew into British administrative con- 
trol over most of the Indian subcontinent. During 
the nineteenth century, the company expanded 
its activities to China, importing tea and paying 
for it with opium, which led to the Opium Wars. 
In 1858, the British government passed the Act 
for the Better Government of India, under which 
the British Crown took over all governmental re- 
sponsibilities from the company. In 1874, the com- 
pany was finally dissolved under the East India 
Stock Dividend Redemption Act. 


Tony Ward 
See also: British Empire; Indian Ocean Trade. 
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BRITISH EMPIRE 


An empire that controlled a vast proportion 
of world trade throughout its existence. 


Britain began its expansionist course during the 
seventeenth century, entering the colonial game 
begun by other European powers in the previ- 
ous century. Over the course of the next two cen- 
turies, the British empire continued to expand and 
dominate world markets to an incredible degree. 


By the time of its collapse in the mid-twentieth 
century, the British empire was the greatest ex- 
tension of colonial power in the world. It gov- 
erned not only formally, but its extensive trade 
network also helped to exert informal control on 
an even greater scale. 


EARLY EMPIRE 


The early empire was a mercantilist trade system. 
Colonies were supposed to trade only with Brit- 
ain, providing raw materials to fuel its industry. 
Colonies also stood as markets for goods manu- 
factured in Britain. The role of colonies in the im- 
portation of noncompetitive luxury items helped 
justify their existence at first. These items were in 
demand with the rich, but they did not interfere 
with domestic agriculture or manufacturing. 

Britain’s first expansionist efforts included 
privateering, trading companies, and coastal trad- 
ing colonies. Captains such as Sir Francis Drake 
raided Spanish convoys and settlements, increas- 
ing their own wealth and enriching their inves- 
tors. After consolidating its dominions within the 
British Isles, England used trading companies to 
extend its influence overseas. These companies 
usually sought royal approval for their activities 
and normally gained a monopoly on their trade 
routes. This allowed them to keep competitors out 
and control the flow of goods to Britain. 

Early colonial expansion spurred a massive 
growth in the British military. The need to pro- 
tect new colonies and shipping lines induced the 
British government and the joint-stock compa- 
nies to increase the size of the army and navy. 
The historian John Brewer calls this the creation 
of a “fiscal-military state.” The development of this 
state meant the expansion of an efficient bureau- 
cracy to handle the logistical problems inherent 
in military activities. The government also under- 
took massive borrowing and radically increased 
taxation to pay for the larger military. 

The British East India Company received a 
charter in 1600, allowing it to compete with the 
Dutch for Asian trade. The Dutch had taken over 
the Portuguese shipping lines and controlled the 
majority of trade in Asia. Britain entered the In- 
dian pepper trade from a base in Surat during 
the early seventeenth century. Subsequently, the 


British gained control of a large share of shipping 
in the Indian Ocean as they attempted to take over 
Dutch-controlled trade routes. In 1690, the English 
increased their trade presence in Calcutta, mak- 
ing it their base for inland trade. Advantageous 
because of its accessibility by water (via the 
Ganges River), Calcutta also provided the British 
access to inland Indian merchants. 

The English entered the Caribbean sugar 
trade in the mid-seventeenth century. Sugar 
production’s demand for a large labor force en- 
couraged the British to enter a new trade: slavery. 
Competing with the Spanish and Portuguese for 
a share of the world sugar market, they bought 
slaves from African slave traders through the 
Royal Africa Company, which established trad- 
ing forts at Accra and Cape Coast Castle in the 
1660s. Plantation owners preferred men, and once 
the slaves arrived, they were often worked to 
death, spurring a need for the continuous impor- 
tation of new labor. Credit issues soon forced the 
company out of business, but the slave trade con- 
tinued for several hundred years through smaller 
trading groups. 

In North America, the earliest British settle- 
ments were fishing and fur trading bases. In 1606, 
the Virginia Company received a charter to settle 
in the Chesapeake area. Not finding the vast 
quantities of mineral wealth they expected, the 
settlers turned to the cultivation of tobacco as an 
export crop. Soon after, other colonies in North 
America were established for a variety of reasons, 
including religious freedom and profit. 

During the eighteenth century, two events 
played a major role in the entrenchment of the 
British empire. The first of these, the South Seas 
Bubble in 1720, made it possible for Britain to liq- 
uidate the debt it had incurred during the early 
establishment of its colonial empire. The second 
event, the Seven Years’ War with France, began 
over the right to trade in Asia and North America. 
The British defeat of the French ousted them from 
all of North America and India. Though the 
French maintained a presence in the Caribbean, 
their colonial aspirations were destroyed. The 
war also expanded the British presence in India. 
By the mid-1700s, the British colonial presence 
in India began to move inland, spreading from 
its coastal trading cities. The British also began to 


BRITISH EMPIRE 125 


exercise direct rule over their Indian dominions. 
Military intrigues led to the domination of Ben- 
gal, where the British exercised actual control, 
and in other areas treaties with provincial rulers 
established a tribute system. The fall of the 
Mughal dynasty helped British efforts by creat- 
ing a number of small states that could be easily 
conquered. As the East India Company con- 
quered more territory, it began to enlist native 
Indians (called sepoys) in its military forces. These 
soldiers eventually made up the vast majority of 
British forces in India. 

British policy changes in the wake of the 
Seven Years’ War led to the American Revolution. 
The loss of these colonies dealt a severe blow to 
British morale. A general fear existed that the Brit- 
ish empire would collapse after the loss of mo- 
nopolized trade with the newly independent 
states. This fear, however, proved to be un- 
founded, as the rest of the empire continued to 
expand. In fact, within only a few years of the 
end of hostilities, British trade with the United 
States reached higher levels than it ever had un- 
der the colonial system. Also related to the loss 
of the American colonies is the settlement of Aus- 
tralia. The first settlers arrived in Australia in 1787, 
when the first penal colony was established there. 
Captain James Cook had first mapped Australia 
between 1760 and 1770. Cook’s description led 
the British government to send transported pris- 
oners there after the loss of the American colo- 
nies closed that continent to such activities. By 
the early nineteenth century, a number of 
nonconvict settlers had made their way to Aus- 
tralia, and by 1861 there were over a million white 
inhabitants there. 


NINETEENTH-CENTURY EMPIRE 


The British empire underwent substantial change 
during the nineteenth century. As lucrative as 
mercantilism had been during the first epoch of 
the British Empire, it eventually gave way to free 
trade. Throughout the late eighteenth and early 
nineteenth centuries, the growth of mechanized 
industry dramatically increased Britain’s domes- 
tic output. The need for new markets to absorb 
the growing export business prompted a new era 
of colonial expansion. A growing fear of foreign 
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disruption of trade patterns led the British to in- 
crease the military presence in its colonial hold- 
ings. In other areas, such as China and Japan, the 
British sought to end restricted trade and open 
new markets. 

This period also saw the end of the slave trade, 
in which the British played the largest role in trans- 
porting more slaves from Africa than any other 
nation. Britain abolished the slave trade in 1807, 
but kept a slave system until 1833. In the immedi- 
ate aftermath of the slave system, the “appren- 
ticeship” system was created, forcing most former 
slaves to remain on the same plantations and work 
for their old masters. The abolishment of this sys- 
tem in 1838 led to minor changes in employment 
patterns, but the lack of open land in most of the 
plantation colonies caused the newly freed Afri- 
cans to continue working the land for low wages. 
To fulfill the need for new wage labor, a system of 
indentured labor was introduced, moving many 
Indians to various parts of the empire. These so- 
called coolies were paid wages and the govern- 
ment regulated the terms and conditions of 
contracts. In practice, however, the wages were 
low and treatment was often harsh. 

Britain annexed the Cape of Good Hope in 
1806 as a midway station on the shipping line to 
India. The former Dutch area contained a number 
of diverse groups, including an indigenous popu- 
lation, Afrikaners, and former slaves brought by 
the Dutch. On the borders were a number of hos- 
tile African groups, and over the next few decades 
the British found themselves in an almost constant 
state of war in the Cape Colony. The Afrikaners, 
or Boers, rejected British claims to rule in South 
Africa, and many moved further inland to leave 
British-controlled areas. However, this brought 
them into conflict with the indigenous groups, and 
the British were forced to fight more wars. In 1877, 
the first Boer war began over the right of the Brit- 
ish to govern. Peace came in 1881, but tension re- 
mained between the two groups. Constant fighting 
made the colony a drain on the British economy 
until mineral wealth transformed it from a refuel- 
ing station to a money-making enterprise. 

During the nineteenth century, the East In- 
dia Company expanded its control of India, in- 
tent on drawing on its huge tax potential. The 
company sought to avoid disrupting existing so- 


cial and cultural patterns, interposing itself only 
in extreme cases. Originally, the subcontinent had 
been ruled under a relatively unchanged system 
of law, with the British working through existing 
power structures. However, taxation policies en- 
couraged the development of export agriculture 
because it demanded payment in currency or sil- 
ver. To get silver or currency, Indians had to sell 
their products to the East India Company and 
then return part of that as their tax payment. 
Sepoy armies took the lead role in pacifying the 
continent for the British, intimidating Indian rul- 
ers into compliance. In 1857, discontent among 
members of the Bengal army led to the loss of 
British control in several areas as the mutineers 
formed alliances with disaffected Indian land- 
lords. The intense fighting that took place was 
undertaken mostly by Indian soldiers, even on 
the British side. After British supporters put down 
the rebellion, the East India Company was re- 
moved from its role in governing India and con- 
trol shifted to the Crown. 

The building of a railroad network, coupled 
with the introduction of the telegraph and the 
completion of the Suez Canal, thrust India into 
closer contact with the European world, partly as 
a response to the rebellion in 1857. These infra- 
structure projects made it possible to move troops 
and trade more quickly around the empire. India 
was mostly agricultural, and growing cash crops 
for the foreign market was an important part of 
the Indian economy (especially to pay taxes). 
There were also some iron and coal deposits, and 
a few industrial centers grew during the nine- 
teenth century. However, a dependence on ex- 
port agriculture led to massive problems when 
droughts late in the century destroyed crops. By 
the end of the nineteenth century, disaffection 
with the ruling British became widespread, and 
during the twentieth century the problems of 
controlling such a vast land proved to be too much 
for the British. 

The late nineteenth century also saw an ex- 
pansion of British colonial initiatives in Africa and 
Asia. The 1885 Berlin Conference sought to limit 
imperial expansion, but by the 1890s a sense of 
competition between European states instilled the 
idea that a vast empire was necessary to be a 
world power. In a bid to secure markets and pro- 
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tect trade, Britain asserted authority over Egypt, 
Nigeria, and a number of areas in East Africa. The 
North and East Africa moves were justified as 
necessary for the protection of the Suez Canal, 
but in practice they put the Nile River’s trade 
network under British control. 

In Asia, Britain exerted control over an in- 
creased number of trade cities and actively cam- 
paigned for access to trade from the East. While 
not the same territorial grab as in Africa, this was 
nonetheless an important part of Britain’s overseas 
commitments. Cultural differences led to trade 
problems between Britain and China, leaving the 
British with a trade deficit. Eventually, they began 
smuggling opium into China, which was against 
Chinese law. The Opium Wars followed, ending 
with a Chinese defeat and the signing of the Treaty 
of Nanjing. This treaty ceded Hong Kong to Brit- 
ain, specified five ports that were to be open for 
trade with Britain, and allowed British subjects ac- 
cused of crimes in China to be tried in British courts. 
The Japanese succeeded in keeping foreign incur- 
sions to a minimum but were eventually forced to 
open trade under threats of military action. 


TWENTIETH CENTURY AND 
DECLINE 


The early twentieth century saw a number of ini- 
tiatives intended to strengthen the union between 
Britain and its imperial possessions. The Tariff Re- 
form of 1903 imposed duties on goods from areas 
outside the British empire and waived them for 
goods from within it. Joseph Chamberlain in- 
creased government investment in poorer colo- 
nies, such as the sugar-producing islands of the 
Caribbean. Other initiatives were more psycho- 
logical. The government sought to instill a sense 
of pride in the empire among its citizens, espe- 
cially targeting children through schoolbooks and 
other materials that extolled the virtues of empire. 

The empire reached its greatest extension after 
the acquisition of protectorates in the Middle East 
in the wake of World War I. However, increasing 
agitation among indigenous groups consistently 
raised the cost of empire. By the end of World War 
II, the British empire had become a drain on Brit- 
ain. Continuing agitation in India led to indepen- 
dence in 1947. In Africa, armed resistance to British 
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rule such as Kenya’s “Mau Mau” uprising in 1952 
increased the economic, political, and moral stakes 
of colonial rule. Egypt’s annexation of the Suez Ca- 
nal in 1957 dealt another blow. In the 1950s and 
1960s, most of Britain’s colonial holdings gained in- 
dependence as part of the Commonwealth, the 
empire’s successor. Britain no longer enforced policy 
decisions, as each nation had its own sovereign gov- 
ernment. Instead, the Commonwealth sought to 
encourage cultural and economic ties. 


Samuel Pierce 


See also: Anglo-Dutch Wars; British Commonwealth; British 
East India Company; British-South American Trade Relations; 
Calcutta; Caribbean; Cook, Captain James; Drake, Sir Francis; 
Elizabeth I; Empire Building; Extraterritoriality; Imperialism; 
Joint-Stock Companies; Kipling, Rudyard; Mercantilism; New 
Imperialism; Opium; Seven Years’ War; Slavery; South Africa. 
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BRITISH-SOUTH AMERICAN 
TRADE RELATIONS 


A long history of trade existed between Brit- 
ain and South America, but dwindled in the 
twentieth century. 


Great Britain maintained both legal and illegal trade 
with Spain’s South American colonies. The British 
sent ships to Spain, which then sold goods to the 
colonists. The asiento contract allowed the British 
to supply African slaves to Spanish America be- 
tween 1713 and 1739. In addition, there was wide- 
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spread smuggling between the British and Span- 
ish South America. An alliance between Portugal 
and Great Britain since the mid-seventeenth cen- 
tury gave the British access to the colonial Brazil- 
ian market. Such access declined during the second 
half of the eighteenth century when Portugal 
sought to limit foreign influence in its colonies. 

In the aftermath of Latin American indepen- 
dence in the 1820s, Great Britain began to formally 
sign commercial treaties with South American 
countries. After independence, British policy in 
South America had several objectives. The Brit- 
ish sought to end the African slave trade, apply- 
ing particular pressure on Brazil. The British 
government attempted to facilitate trade with the 
newly independent countries. Great Britain also 
provided loans to South American countries. 
Early optimism, however, soon gave way to a 
more pessimistic British attitude as the South 
American nations were plagued by civil wars and 
an inability to repay foreign loans. 

Trade increased after 1860 because of greater 
political and economic stability and a growing 
population in many South American countries. 
Improvements in transportation and communi- 
cations facilitated commerce, as railroads opened 
the interior of South America and many coun- 
tries improved their port facilities. Cotton goods 
were the most important British import in South 
America during the nineteenth century. Besides 
cotton, British wool and linen goods enjoyed a 
sustained demand in South America. 

The relationship between Great Britain and 
South America changed dramatically in the twen- 
tieth century. The effects of the two world wars 
and the Great Depression significantly reduced the 
role that the British played. Other world powers, 
particularly the United States, replaced Great Brit- 
ain as the major trading partner and investor in 
Latin America. After World War I and throughout 
the 1920s, the British no longer dominated invest- 
ment and credit in the region. One area in which 
the British maintained significant investment was 
in the oil industry, especially in Venezuela. 

British involvement in South America further 
declined with the onset of the Great Depression 
in 1929. Latin American trade with Great Britain 
declined as the British abandoned free trade. Also, 
the United States and Germany cut into British— 


South American trade. Argentina and Great Brit- 
ain attempted to protect their historic connection 
with the Roca-Runciman Pact in 1933. However, 
nationalist responses in many countries harmed 
trade. In Argentina, for example, the government 
maintained poor relations with British railroads 
and utilities, and such companies often became 
symbols of economic imperialism. 

During World War II, South America served 
as a supplier of food and raw materials. Many 
South American countries received payment for 
their exports to Great Britain in “Special Ac- 
counts.” These accumulated accounts, which paid 
little or no interest, could be used to purchase Brit- 
ish goods. In effect, Latin American exports to 
Great Britain helped to subsidize the war. During 
the war, the United States sought to further elimi- 
nate British influence in the region. In the post- 
war era, the United States had clearly replaced 
Great Britain as the major trading partner and 
investor in South America. The extent to which 
British-South American relations declined can be 
seen in the costly 1982 Falkland Islands/Islas 
Malvinas War between England and Argentina. 


Ronald Young 


See also: British Empire; South America; Spanish Empire. 
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BUDDHISM 


Prince Siddhartha Gautama (Buddha, “the En- 
lightened one”) founded Buddhism around the 
Ganges Delta during the fifth and sixth centu- 
ries B.c.£. when he renounced his worldly sta- 
tus to search for a means of ending the sense 
of dissatisfaction and futility. 
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Trade and traders have long subsidized and spread the practice of Buddhism, with trade being a central feature of the faith’s worldview. 
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Here, a bell in Korea is rung to bring monks to prayer. (Library of Congress) 


The different strands of Buddhism vary slightly 
in their attitude toward trade: traders and mer- 
chants are an essential element of the develop- 
ment and doctrine of Theravada Buddhism, while 
Mahayana Buddhism based itself more on an ag- 
ricultural following. A third strand, Tantrayana 
or Vajrayana, is a later development from 
Mahayana. 

Trade is a central feature in Buddhist world- 
view and practice. It is a recurring theme in Bud- 
dhist literature and a basis for many of its teachings. 
The traders, and especially the caravan merchants, 
are the social basis of Buddhism; without them the 
religious institution would not have been subsi- 
dized. Amulets and other forms of religious pro- 
tections for merchants are central to Buddhism. 

Asasystem of regulation of conduct, Buddhism 
sets several moral-religious barriers on trade and 
economy. One of the core precepts of Buddhism is 
visible in its views on which types of trades should 
be avoided. These are the trade in living beings 
(humans for slavery), in living flesh (animals for 


slaughter), in deadly weapons, in intoxicating ma- 
terials (drugs and alcohol), and in poisons. 

The spread of Buddhism, like that of other 
religions, owed much to trade in Asia. The reli- 
gion was established in greater parts of Asia 
within several hundreds of years through trade. 
By the first century c.£., Buddhism was well es- 
tablished in China; by the third century, it spread 
to Korea; and by the seventh century, it reached 
parts of Indonesia (Java), Japan, and Thailand. 
Westward expansion was halted by the spread of 
Islam in the same regions. 

Buddhism spread through the Silk Road be- 
tween China and Central Asia, especially in the 
trade in the Seven Jewels (gold, silver, crystal, la- 
pis lazuli, carnelian, coral, and pearls). The worth 
of these commodities was enhanced by its reli- 
gious importance in Buddhist ritual. In the non- 
Buddhist communities, the merchants were 
among the first to convert, given their contact 
with Buddhist merchants and the appeal of Bud- 
dhism to powerful elites. 
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Another aspect of Buddhism’s interaction with 
traders was dependence on trade as a source of 
funding for its institutions. Buddhist monks and 
nuns were expected to refrain from worldly pos- 
sessions and passions. Therefore, they had to rely 
on the lay community for various donations. 
Wealthy patrons, such as bankers and traveling 
merchants, supported Buddha. 

The donors received, in return for their mate- 
rial contribution, religious services as well as le- 
gitimacy, in the form of religious merit—Punya 
—which could be also used as a source of political 
or social legitimacy. Therefore, the most powerful 
merchants and rulers were expected to donate in 
return for legitimacy and protection en route. 

Still, today many Buddhists criticize the glo- 
bal trade system as stressing or symbolizing val- 
ues that are essentially opposed to the Buddhist 
worldview, such as individualism, consumerism, 
materialism, and secularism. 


Tamar Gablinger 


See also: Hinduism; Religion; Silk Road. 
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BUGIS 


A seafaring Indonesian people living in the 
southern half of the island of Celebes, known 
today as Sulawesi, who dominated the spice 
trade in the Indonesian archipelago before the 
arrival of the Europeans. 


Operating from their primary village of Bira, the 
Bugis sailors operated a fleet of commercial ves- 
sels throughout the 13,000 islands of Indonesia 
with their journeys recorded as far away as Aus- 
tralia and Madagascar. The Bugis traded with 
Chinese and Arab traders as well as with other 


Indonesian groups. The unique design of their 
ships, which were constructed of strong indig- 
enous woods, could withstand the treacherous 
seas in the region when others could not. 

The first Europeans to arrive were the Portu- 
guese in 1512. They settled in the islands until they 
were forced out by the Dutch in 1667. During this 
time, the Bugis assisted the Portuguese in the spice 
trade. The Bugis people formed an alliance with 
the foreigners who sought to colonize the region. 
Later on, difficulties between the Dutch and the 
Bugis over the Strait of Melaka continued off and 
on, and in 1782 the Bugis attacked Dutch ships in 
the strait. The Dutch, accusing the Bugis of piracy, 
responded by sending 13 warships and 1,500 
troops to seize the Bugis city of Riau. The Dutch 
were forced to retreat from the battle when the 
commander’s ship was destroyed. The Bugis re- 
taliated for the attack by laying siege to the Dutch- 
controlled Melaka, a siege that lasted for four 
months. In June, the Dutch received reinforce- 
ments from Batavia. With an additional 6 ships, 
326 guns, and 2,130 men, the Dutch approached 
during the night, started a bombardment of the 
enemy position with their guns, and finally forced 
their surrender. In the process, Raja Haji, their 
leader, was killed. Melaka remained under Dutch 
control until it was turned over to the British in 
the nineteenth century. The hostilities with the 
Dutch led the Bugis to subsequently oppose fu- 
ture attempts at European colonization. 

Besides an economy based on trade, the Bugis 
also engaged in agriculture. Their contact with 
the Chinese resulted in the development of a 
fairly advanced silk-producing industry on the 
island as well. Other products traded included 
textiles, paper, processed food, building materi- 
als, and agricultural products. The modern city 
of Ujung Pandang, with an approximate popula- 
tion of 1 million people, is predominantly Mus- 
lim today. The Bugis people still operate one of 
the last commercial shipping fleets in the world. 


Cynthia Clark Northrup 
See also: Melaka; Spices. 
BIBLIOGRAPHY 
Ammarell, Gene. Bugis Navigation. New Haven: Yale Univer- 


sity Southeast Asia Studies, 1999. 
Pelras, Christian. The Bugis. Cambridge, MA: Blackwell, 1996. 


BUSH, 


BUSH, GEORGE HERBERT 
WALKER (1924- ) 


Forty-first president of the United States, who 
proposed the Enterprise for the Americas 
Initiative and completed negotiations on the 
North American Free Trade Agreement (NAFTA). 


George Herbert Walker Bush, the son of Senator 
Prescott Bush of Connecticut and his wife, Dor- 
othy Walker Bush, was born on June 12, 1924, in 
Milton, Massachusetts. He joined the U.S. Navy 
on his eighteenth birthday, and by 1943 he had 
been commissioned as the youngest pilot in the 
navy. During World War II, he was stationed in 
the Pacific, where he flew bombing missions off 
the USS San Jacinto. On one of his missions, his 
plane was struck by enemy fire, but he managed 
to return to the open seas where he was rescued; 
two of his crew died in the incident. Bush was 
decorated with the Distinguished Flying Cross 
and three other medals for his bravery. After he 
returned to the United States, he married Barbara 
Pierce on January 6, 1945. 

After the war, Bush attended Yale University, 
where he majored in economics and played base- 
ball. When he graduated in 1948, he and Barbara 
moved to Texas, where he accepted a position with 
Dresser Industries before cofounding the Bush- 
Overby Oil Development Company in 1951 fol- 
lowed by the Zapata Petroleum Corporation and 
the Zapata Off-Shore Company in 1954. By 1964, 
Bush decided to enter public service. He ran for 
the U.S. Senate but lost. Two years later he became 
the U.S. representative for the Seventh District of 
Texas. He held that seat until 1970, when he ran a 
second unsuccessful campaign for the U.S. Senate. 

By 1970, President Richard M. Nixon realized 
that Bush possessed leadership qualities and ap- 
pointed him to a series of high-level positions. 
Bush served as the U.S. ambassador to the United 
Nations from 1971 to 1973 and then accepted the 
position of chairman of the Republican National 
Committee. The following year he traveled to 
China as the chief of the U.S. Liaison Office in 
Beijing, as the United States and the People’s Re- 
public of China renewed relations. In 1976, Presi- 
dent Gerald R. Ford appointed Bush as the 
director of the Central Intelligence Agency. 
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During the campaign of 1980, Bush ran 
against Ronald Reagan for the Republican presi- 
dential nomination. Reagan won the candidacy 
and chose Bush as his running mate. For the next 
eight years Bush served as vice president. In 1988, 
he defeated Democrat governor Michael Dukakis 
of Massachusetts and became the nation’s forty- 
first president. 

Foreign policy issues dominated Bush’s term 
in office. During his first three years as president, 
the Berlin Wall fell, Germany was reunified, and 
the Soviet Union collapsed. A new era of friendly 
relations with Russia resulted in the signing of 
the first and second Strategic Arms Reduction 
Treaties. Bush faced another challenge when 
President Saddam Hussein ordered Iraqi troops 
to invade neighboring Kuwait. Bush organized 
an international coalition under the auspices of 
the United Nations to restore the Kuwaiti gov- 
ernment. Over 450,000 troops from the United 
States joined another 118,000 troops from other 
nations, primarily Great Britain, in a six-week air 
assault followed by a land battle that lasted 100 
hours. Driving the Iraqi forces back across the 
Iraqi border, the United States returned control 
of Kuwait to the Kuwaiti people. In 2003, Presi- 
dent George W. Bush, Bush’s son, ousted Hussein 
from power. 

Although much of his administration dealt 
with military or Cold War issues, Bush’s primary 
objective in the Western Hemisphere remained 
the reduction of trade and tariff barriers and the 
formation of a free-trade zone. On June 27, 1990, 
Bush announced the Enterprise for the Ameri- 
cas Initiative, calling for new economic policies 
governing trade, investment, and debt repay- 
ment in the Western Hemisphere. Hoping to 
eliminate all trade barriers between countries in 
North, South, and Central America, Bush in- 
structed U.S. Trade Representative Carla Hill to 
propose deeper tariff reductions for products of 
interest to these countries in the Uruguay Round 
of negotiations of the General Agreement on Tar- 
iffs and Trade being conducted at the time. 
Attempting to attract investment into the less- 
developed countries, Bush proposed the cre- 
ation of a new investment fund that would 
provide $300 million a year in grants, with the 
United States contributing $100 million. Debt 
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GEORGE HERBERT WALKER 


(1924- ) 


An advocate of global free trade, President George H.W. Bush (standing center) presides over the signing the North American Free Trade 
Agreement with Mexican president Carlos Salinas (standing left) and Canadian prime minister Brian Mulroney (standing right) in San 
Antonio, Texas, in 1992. (Courtesy George Bush Presidential Library) 


reduction would be conducted on a case-by-case 
basis with the assistance of the Inter-American 
Development Bank, the International Monetary 
Fund, and the World Bank. That same month, 
discussions between Bush and Carlos Salinas de 
Gortari, the Mexican president, resulted in an 
agreement to pursue a U.S.-Mexican free-trade 
agreement. Trade representatives from both coun- 
tries met to negotiate the terms of the treaty. 
Canada joined the talks in February 1991, and the 
negotiations became known as the North 
American Free Trade Agreement. The signing cer- 
emony occurred on December 17, 1992, and Con- 
gress ratified the treaty after William Clinton 
became president in 1993. Designed to create a 
free-trade zone, NAFTA created the largest free 
market in the world with over 360 million people 
and $6 trillion in annual output. 

After leaving office, Bush and his wife retired 
to Houston, Texas, where they now live. In 2000, 


their son George W. Bush was elected president, 
the second time in American history when the 
son of a president also won the presidency. Since 
the passage of the North American Free Trade 
Agreement, trade among the United States, 
Canada, and Mexico has dramatically increased. 
Between 1992 and 2000, agricultural exports from 
the United States to its trading partners increased 
by approximately $7.2 billion, or 19 percent, an- 
nually. Goods traded include corn, dried beans, 
poultry, animal fats, barley, eggs, and potatoes to 
Mexico and fresh and processed fruits and veg- 
etables, snack foods, and other food products to 
Canada. Manufactured goods include automo- 
biles and computers, but all three countries abide 
by stringent point-of-origin rules that require the 
production or growth of the item in the countries 
involved. All tariffs will be reduced or eliminated 
over a fifteen-year period from the signing of the 
agreement. 


The signing of NAFTA has helped the United 
States, Canada, and Mexico counter the trade bar- 
riers erected by the European Union. Today, 
NAFTA operates as the largest free-trade region 
in the world. 


Cynthia Clark Northrup 


See also: European Union; North American Free Trade Agree- 
ment. 
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BYZANTINE EMPIRE 


The continuation of the Roman empire in the 
East from 306 c.e. to the capture of Constanti- 
nople by the Ottoman Turks in 1453. 


The volume and importance of trade and com- 
merce, both local and international, in the Byzan- 
tine empire varied greatly over time because of 
various political and economic factors. The 
Byzantines throughout their history faced many 
attacks and invasions from the Persians, Arabs, 
Slavs, and Germans. The eastern half of the em- 
pire was more active commercially than the western 
half, which was forced to be more self-sufficient 
because of its more unsettled political nature. 
Long-distance trade was an important ele- 
ment in the Byzantine economy, particularly for 
the importation of luxury goods from the Middle 
and Far East. Traders depended on the upper 
classes’ need for expensive foreign goods to keep 
them in business. Wine, oil, wool, metals, marble, 
timber, cloth, spices, and jewelry were the most 
common goods obtained through long-distance 
trade. These items could often be bought at large 
markets or fairs (such as at Edessa) that special- 
ized in the importation of foreign goods. Fairs and 
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markets also served local trade, although on a 
much smaller scale. Small towns and villages be- 
came the center of the local trading network, al- 
lowing farmers in the countryside the chance to 
sell or exchange their goods for imports. 

Silk production and trade became an impor- 
tant part of the Byzantine economy from the sixth 
century onward. The government controlled all 
aspects of Byzantine silk manufacture and trade, 
restricting quantities and qualities of the silks that 
could be traded outside the Byzantine empire. 

Long-distance trade was very active in the 
fourth to early sixth centuries. The numerous 
coastal cities and established trading routes en- 
couraged trade, both long distance and local. The 
appearance of a plague in 541 disrupted the Byz- 
antine empire, killing perhaps as many as 25 per- 
cent of the empire’s citizens. Besides the loss of 
life, it caused the trading networks to fall into dis- 
array. The plague returned six more times in the 
next sixty years, each time resulting in further loss 
of life and economic disruption. 

In the seventh and eighth centuries, trade in 
the Byzantine empire declined on all levels be- 
cause of the political problems that the empire 
faced. With the Arabs gaining control of Africa, 
Egypt, and Syria, the empire lost control of its 
richest possessions and several of its largest cit- 
ies. Also, control over Italy and Armenia was 
soon lost, resulting in a Byzantine empire that 
was smaller in area by two-thirds, with a drop 
in population of about half. With the loss of 
buffer zones that protected the empire’s interior, 
even Constantinople found itself being con- 
stantly attacked. Piracy increased and inter- 
rupted sea trade, while overland trade was also 
disrupted because of the numerous military con- 
flicts that occurred. Coinage and its circulation 
decreased substantially during this period. Ur- 
ban centers in the interior became smaller, re- 
ducing the need and opportunities for local 
trade. Farmers became more self-sufficient, pro- 
ducing most of what their families needed. 
Larger cities, such as Constantinople, however, 
were still vigorous markets that stimulated trade 
since large amounts of grain were still being im- 
ported to support the population. 

By the tenth century, the Byzantine economy 
and trade had recovered. While the Byzantines 
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never recovered their lost lands in the East, trade 
resumed with these areas and the Muslims. Con- 
stantinople became a more commercially active 
city and was soon an important stop for goods 
flowing both westward and eastward. 

In the eleventh and twelfth centuries, the 
Byzantine economy grew steadily, mainly because 
of the increased activity of Italian merchants, who 
quickly dominated trade in the Mediterranean. 
Other cities in the Byzantine empire such as 
Thessaloniki and Halmyros became important 
trading centers, although on a much smaller level 
than Constantinople. The Black Sea became a very 
active area for Byzantine traders, and even mon- 
asteries became involved in trading ventures. This 
economic vitality attracted Venetian merchants to 
the Byzantine empire and especially to Constanti- 
nople, which was seen as one of the most impor- 
tant commercial cities in the world. The Venetians 
and other Italian merchants were able to expand 
the markets open to them, and initially their in- 
volvement in the empire profited some Byzan- 


tine traders immensely. The Italians, however, 
were soon able to dictate their own terms for trad- 
ing. Their complete control over Western markets 
and dominance of long-distance trade gave them 
control over Byzantine trade. Eventually, the Ital- 
ian merchants absorbed the Byzantine trade and 
exported raw materials and agricultural products 
from the Byzantine empire to the West and im- 
ported manufactured products from Europe to 
the Byzantines. Byzantine merchants and trad- 
ers were soon pushed out of the international 
market by the Italian merchants and were rel- 
egated to the local coastal trade. 


R. Scott Moore 


See also: Arabs; Black Sea; Constantinople; Roman Empire; Silk. 
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C 


CACAO 


Fruit of the pod of a tropical tree (Theobroma 
cacao) found in South America. 


After the discovery of the New World by the Span- 
ish in 1492, a wide variety of products were intro- 
duced into the Old World. One of those items was 
cacao—a product treasured by the Aztecs. The fruit 
of the tree is a pod with a sweetish pulp that con- 
tains seeds known as cacao beans. These beans are 
fermented in the pods by a bacteria and yeast that 
transforms the flavor of the beans from a bitter to a 
sweet taste. After harvesting, the beans are roasted 
and then placed under intense pressure to extract 
the cacao butter. Cacao butter is used in many prod- 
ucts, including soaps, cosmetics, and medicines. 
After the cacao butter has been extracted, the rem- 
nants of the beans are ground into a powder that 
can be used for beverages and as a flavoring. 

Although cacao has held a high value since 
pre-Columbian exchange days, the perfection of 
the blending of the cacao plant with sugar and 
especially condensed milk to manufacture milk 
chocolate tremendously increased its marketabil- 
ity. The first person to successfully perform this 
process was M.D. Vevey of Switzerland. Choco- 
late, the primary product of cacao, is used in an 
array of foods as a topping or an ingredient. 

The plant has since been shipped to many coun- 
tries of the world within 10° North and 10° South of 
the equator, the best climate to grow cacao. The larg- 
est cacao producer in 1998 was Cote d’Tvoire (Ivory 
Coast), which grew 1,325 tons; Ghana produced 398 
tons; Indonesia, 390 tons; Nigeria, 198 tons; Brazil, 
138 tons; Cameroon, 124 tons; Ecuador, 75 tons; Ma- 
laysia, 75 tons; Colombia, 38 tons; Mexico, 37 tons; 
Papua New Guinea, 35 tons; and the Dominican 


Republic, 26 tons. 
Cynthia Clark Northrup 


See also: Columbian Exchange. 
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CALCUTTA 


The most important river port and urban cen- 
ter of the East throughout history. 


Calcutta is located on the eastern bank of the 
Hooghly River, the westernmost branch of the 
Ganges that drains into the Bay of Bengal. The 
founding of Calcutta is believed to be August 24, 
1690, when Job Charnock, chief of the English 
factory at Cassim Bazar, anchored at a village 
called Sutanati. Construction for Fort William, 
named after William III, the king of Britain, 
began in 1696. The actual deed of purchase for 
the three villages—Kalikata, Sutanati, and 
Govindpur—was executed on November 10, 
1698, when for a sum of 1,300 rupees the British 
East India Company got the zamindari rights 
over the lands. 

Three major suburbs of Calcutta—Serampore, 
Chinsurah, and Chandernagor—have an impor- 
tant history. The Danish East India Company es- 
tablished a colony at Serampore in 1699 that was 
finally ceded to Britain in 1845. Serampore became 
famous because of William Carey, who set up a 
printing press and opened a college in 1819. This 
college was incorporated as a university in 1827 
by a royal charter of the king of Denmark, and 
was on par with those in Copenhagen and Kiel. 
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Founded by the British East India Company in 1690, Calcutta has served as the major trading port of Bengal, India, ever since. Depicted 
here are ships off Fort William, Calcutta, in the early eighteenth century. (© The British Library/HIP) 


But Serampore was renowned for missionary ac- 
tivity, as the British did not allow missionaries in 
their territory before 1833. Chinsurah, protected 
by Fort Gustavus, was settled by the Dutch in 1653 
and was ceded to William IV together with 100,000 
pounds in exchange for Sumatra in 1825. Simi- 
larly, a French colony was founded at nearby 
Chandernagor in 1673 that remained under 
French control until 1951. 

The British made Calcutta a separate presi- 
dency in 1707. In 1717, Mughal emperor Farruk- 
hsiyar granted the British company duty-free 
trading rights in Bengal for an annual sum of 3,000 
rupees. By 1735, Calcutta had become an impor- 
tant port and trading center and its population 
rose to 100,000. The choice of Calcutta for Britain 
was beneficial. It was at some distance from the 
sea and thus would not face the threat of direct 
invasions. Being situated between the Hooghly 
District and the marshlands, it was protected from 


invasions. In addition, troops could be stationed 
on the river port for security purposes. Calcutta 
became the official capital of Bengal Province in 
1772 during the time of Warren Hastings. It was 
the capital of British India from 1833 to 1912, when 
the capital was officially transferred to Delhi. By 
the 1850s, Lord Dalhousie’s (Peter Burroughs) 
expansionist policies had led to a considerable 
addition of territories into British India. Fallout 
of this was that even though Calcutta remained 
the imperial seat of administration, for a consid- 
erable part of the year the imperial government 
would be located at Shimla. 

Calcutta continued to be the most important 
city of the East, and it became modernized early 
on. A telegraph line was established in 1851, rail- 
way service in 1854, and the University of Calcutta 
was founded in 1857. In this connection, Calcutta 
has been a center of important research in science. 
Scientists like Jagadis Chandra Bose and Satyen- 


dra Nath Bose were from Calcutta, the latter be- 
ing associated with Albert Einstein in the famous 
Bose-Einstein equation that has resulted in the 
discovery of the Boson, a subatomic particle that 
was named after him. The city also contains sev- 
eral famous bridges over the Hooghly River, par- 
ticularly the Howrah Bridge, and has witnessed 
the development of the first underground metro 
rail system in India. 

Calcutta’s proximity to the connection of the 
Hooghly and the Ganges Rivers allowed it to 
serve as an entrepot for goods from the hinter- 
land. Being an important seaport, it gained a 
prime position in the international trading net- 
work. It became an important center of commerce 
for British for products like jute, tea, saltpeter, in- 
digo, opium, muslin, silk, and calicos. The Dia- 
mond Harbour and Kidderpore Dock constitute 
the most important of the port area. The affairs of 
the port were brought under the administrative 
control of the government with the appointment 
of the Port Commission in 1870. 

Calcutta’s mercantile and trade activity 
thrived. It received the goods from the hinterland 
that were routed through the various intermedi- 
aries that had developed in the city, which in- 
cluded finance, banking, insurance, and shipping. 
During the colonial times, the Managing Agency 
System created many such firms that were ac- 
tively involved in export and import apart from 
providing financial services. British firms invari- 
ably controlled these agencies. From the early 
twentieth century, there was much industrial 
development in the hinterland from extraction to 
manufacturing industries, and the area has justi- 
fiably been termed the “Ruhr of modern India.” 


CALCUTTA TODAY 


While Calcutta today is the capital of West Ben- 
gal, it is home to many non-Bengali communi- 
ties. There are Armenian, Chinese, Marwaris, 
Sikhs, and Biharis, among many others. These 
communities are mostly engaged in private trade 
and business enterprises, adding to the entrepre- 
neurial spirit of the city. There is also a significant 
concentration of corporate offices of private and 
transnational companies. 

Calcutta is known as the cultural capital of 
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India. It was on the forefront of the socioreligious 
reform movement that occurred during the nine- 
teenth century. Some of the personalities associ- 
ated with this movement were Rammohun Roy, 
Vivekenanda, and Sri Aurobindo Ghose. Also a 
center of culture, art, and literature, Calcutta has 
been home to many famous poets and novelists, 
including Bankim Chandra Chatterjee, Sharat 
Chandra Chatterjee, and Rabindranath Tagore. 
Calcutta was at the forefront of the freedom move- 
ment. Many statesmen and revolutionaries 
worked there, the most famous being Subhas 
Chandra Bose. It was the center of a modern 
school of painting in India founded by Nandlal 
Bose, as well as the origin of Satyajit Ray, a cre- 
ative genius of the cinema. Calcutta’s architectural 
history has both Western and Eastern influences. 
These include the buildings of colonial heritage, 
the most famous style being represented by the 
Victoria Memorial, as well as indigenous archi- 
tectural styles. Calcutta was the adopted home of 
Mother Teresa. 


Anup Mukherjee 


See also: India; Indian Ocean Trade. 
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CALICUT 


Situated on the Malabar Coast of the Kerala 
Province in India. 


Calicut is connected to the hinterland through the 
Palghat Gap and is famous for spice production 
and trade. The term “calico” is derived from the 
name “Calicut.” 

Foreigners called Calicut by different names. 
Arabs used the name “Kalikat,” Chinese called it 
“Kalifo,” for Europeans it was “Calicut,” while for 
the locals it was “Kozhikode.” The Muslim trav- 
eler Ibn Batuta had visited during the mid-thir- 
teenth century and was witness to its commercial 
prosperity. He found it an equal of Alexandria. 
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Vasco da Gama, the Portuguese explorer who opened direct sea-based trading links between Europe and India, is shown disembarking in 
May 1489 at Calicut, near the southern tip of the subcontinent, in this early sixteenth-century Flemish tapestry. 
(The Art Archive/Museu do Caramulo Portugal/Dagli Orti) 


Later on, in 1443 Abdur Razzak, a Persian ambas- 
sador to the Vijayanagar kingdom, found Calicut 
to be a safe harbor for ships from Africa and 
Arabia. Over seventy years later, Duarte Barbosa 
found the trade flourishing and merchants from 
different lands, including Persians and Arabs. 
Shipbuilding was brisk. The principal exports 
were pepper, ginger, cinnamon, cardamom, my- 
robalan, tamarind, canafistula, precious stones, 
seed pearls, musk, ambergris, rhubarb, aloes, cot- 
ton cloth, and porcelain. Many of these, pepper 
being the most important, were exported to 
Lisbon, Ceylon, and Melaka. Pepper from this 
region was considered far better in quality than 
from Melaka, Java, or Canara. The increase in pep- 
per production was also because of its demand 
from the Mughal and Safavid empires. In Europe, 
pepper was used especially for the preservation 
of meat. 

The Hindu king of Calicut was the most pow- 


erful among the rulers of the different kingdoms 
on the Malabar Coast. He was called “Samutiru” 
or “Samoothiri” in Malayalam, “Samurai” by the 
Arabs, and “Zamorin” by the Portuguese. Calicut 
under the Zamorins enjoyed great prosperity. The 
ruler of nearby Cochin was subordinate to the 
ruler of Calicut. However, Calicut’s weakness was 
its dependence for its food supplies from the 
Coromandel Coast and the hostility it faced from 
the nearby kingdoms. Later on, the Portuguese 
took advantage of these deficiencies in their aim 
to monopolize trade. 

Merchants from various places—Mecca, 
Tenasseri, Pegu, Ceylon, Turkey, Egypt, Persia, 
Ethiopia, Tunis, and various parts of India— 
resided in Calicut. However, the Arabs domi- 
nated the trading network, particularly that 
between Calicut and the Red Sea ports. This 
monopoly was threatened with the coming of the 
Portuguese. Chinese merchants also frequented 


the city. The city had also received Ming Chinese 
explorers in the fifteenth century, whose ultimate 
aim was to establish nominal Chinese suzerainty 
on the Malabar Coast of India. However, this 
ambition ended abruptly in 1433, when the Ming 
government canceled future expeditions to the 
Indian Ocean. 

It was Vasco da Gama who discovered Calicut 
for the West in his search of the Indies. He had 
left Lisbon on July 8, 1497, circled around the Cape 
of Good Hope (naming it “Natal,” in remem- 
brance of the birth of Christ), passed Sofala and 
Zanzibar, cut to the northeast across the Arabian 
Sea, and finally anchored near Calicut on May 
17, 1498. He had indeed reached the fabled land 
of the Indies that had been missed by Christo- 
pher Columbus in 1492. He was welcomed by the 
Zamorin and given permission to trade in spices 
and to set up a factory/warehouse on the coast. 
From this initial sojourn, the value of spices car- 
ried back by da Gama was sixty times the cost of 
the entire trip. 

The arrival of the Portuguese threatened Arab 
control of trade, which led to hostility. While the 
Asian convention was of open trade and govern- 
ments not using military force to promote or 
protect it, the Portuguese belonged to the Medi- 
terranean tradition that combined trade with 
warfare on land and sea. Consequently, after be- 
coming aware of the situation in this region and 
the strategic importance of Calicut in international 
trade, the Portuguese in their next voyages were 
clear on their goals: in order to monopolize the 
trade, they had to root out the Arab trade and 
force Calicut into submission. Calicut was bom- 
barded by the Portuguese in 1500 by Pedro Alvars 
Cabral and later in 1502 by da Gama. 

The Portuguese imported into Calicut copper, 
quicksilver, vermilion, coral, saffron, colored vel- 
vets, rose water, knives, colored camlets, gold, and 
silver. All these items were not from Portugal, but 
the Portuguese procured them from places like 
Flanders, Germany, and England. Also, since the 
Portuguese did not have enough commodities 
that they could exchange because their commodi- 
ties had limited market, precious metals, particu- 
larly silver, minted or bullion, were brought from 
the West for buying Eastern goods. 

Later in the eighteenth century, Calicut was 


CAPITALISM 139 


in conflict with Mysore. Ultimately, in 1792 Calicut 
became part of the British East India Company 
territory. 


Anup Mukherjee 


See also: Calcutta; Indian Ocean Trade. 
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CAPITALISM 


A historical system characterized by the pri- 
vate ownership of the means of production, 
the comodification of labor, the production 
for the world market, the long-distance trade 
between private firms, and the ceaseless ac- 
cumulation of capital. 


GLOBALIZATION AND THE 
HISTORY OF CAPITALISM 


Owing to the pervasive influence of the Annales 
School, dependency theory, world-systems analy- 
sis, development studies, international political 
economy, and more recently, ecofeminism and 
postcolonial studies, many historians and sociolo- 
gists have come to challenge traditional explana- 
tions of three interrelated historical processes: the 
emergence of capitalism (or the decline of feudal- 
ism), the advent of “modernity” (or the end of the 
Middle Ages), and the “Rise of the West” (or the 
“Fall of the East”). Though diverse in intellectual 
heritage and political orientation, these academic 
“schools” favor a holistic approach to the study of 
the unevenness of capitalist development. As a 
consequence, they are well equipped to account 
for the persistence of economic and political in- 
equality on a global scale (e.g., by pointing to the 
unequal relationship between the core and the 
periphery, by investigating the connection be- 
tween the development of the “North” and the 
underdevelopment of the “South,” by elucidating 
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the legacy of colonialism and Eurocentrism, and 
by excavating the historical construction of race, 
class, and gender across national boundaries). 
The aforementioned intellectual currents have 
contributed significantly to our understanding of 
the current phase of capitalist history (often 
termed “globalization” in the mass media). This 
period has witnessed the decline of the Keynesian 
welfare state in the West, the collapse of the so- 
cialist state in the East, and the disintegration of 
the developmental state in the South. These 
events have transformed the landscape of the 
capitalist system. On the plane of the world 
economy, globalization has involved the imple- 
mentation of neoliberal policies (under the lead- 
ership of the United States and through the 
mediation of the International Monetary Fund 
[IMF], the World Bank, and the World Trade Or- 
ganization [WTO)). On the plane of the interstate 
system, globalization has involved a transition 
from U.S.-Soviet bipolarity (with its corollary, 
U.S.-sponsored anticommunism) to U.S. mono- 
polarity (with its corollary, U.S.-sponsored anti- 
terrorism). These transitions point to the need not 
only to revisit the major debates on the unfold- 
ing of capitalism, but also to reflect on the history 
of political economy (i.e., the discipline that in- 
vented “capitalism” as an object of study). 


DEBATES ON THE ORIGINS, 
STRUCTURE, AND EVOLUTION 
OF CAPITALISM 


Since the 1904 publication of Max Weber’s The 
Protestant Ethic and the Spirit of Capitalism, a work 
designed to challenge the Marxist conception of 
history by tracing the genesis of capitalism to the 
Protestant Reformation in the sixteenth century, 
historians and sociologists have debated the ori- 
gins, structure, and evolution of the capitalist sys- 
tem. However, with the rapid industrialization of 
the Soviet Union (under the policy of socialism 
in one country) and the entry of Marxism into 
the universities of the West, these debates ac- 
quired greater intensity. 

The questions posed in the debates between 
Maurice Dobb and Paul Sweezy (late 1940s—early 
1950s) and Ernesto Laclau and André Gunder 
Frank (1960s) fell into two categories. First, there 


were questions about the genesis and diffusion 
of capitalism: Did capitalism originate in England 
or elsewhere? (Alternatively, why did capitalism 
not flourish in the Middle East or China?) Under 
what conditions did capitalism “spread” from 
Europe to the rest of the globe? Second, there 
were questions about the definition of capital- 
ism: What are the distinguishing characteristics 
of capitalism (e.g., private ownership of the 
means of production, the generalization of wage 
labor, the production for the world market, and 
the ceaseless accumulation of capital)? What dif- 
ferentiates it from feudalism (and other pre- 
capitalist social formations)? Inevitably, these 
debates blurred the distinction between the prob- 
lem of capitalism’s history and the problem of its 
definition. More to the point, they hinged on a 
false choice between the primacy of wage labor 
and the primacy of the world market in the tran- 
sition from feudalism to capitalism. Whereas the 
“productionists” (Dobb and Laclau) asserted the 
priority of wage labor, the “circulationists” 
(Sweezy and Frank) asserted the priority of the 
world market. However, as Dale Tomich argues, 
“both approaches fail[ed] to develop an adequate 
methodology for reconstituting capitalist devel- 
opment and class formation in their historical 
complexity as world processes.” Thus, with a 
view to isolating the historical character of capi- 
talism, we would do well to trace the history of 
political economy as a discipline. 


POLITICAL ECONOMY AND THE 
INVENTION OF “CAPITALISM” 


The evolution of political economy—first as a 
branch of moral philosophy and later as a distinct 
academic discipline—offers significant clues about 
the development of the capitalist system from the 
Enlightenment (eighteenth century) and the In- 
dustrial Revolution (1780-1840) to the New Deal 
(1933-1939), and beyond. However, a quick glance 
at the history of political economy reveals a stun- 
ning peculiarity: though devoted to the study of 
material life, the functioning of the market, and 
the role of the state, political economy defined 
capitalism only after socialism (understood both 
as a social movement and as an inchoate alterna- 
tive to the existing order) appeared on the his- 


torical stage. Hence, the question arises: Was this 
simply an oversight on the part of the early po- 
litical economists? Or did the emergence of so- 
cialism force political economy to conceptualize 
capitalism as a historical system? 

Though renowned as the progenitor of the 
Physiocratic School of political economy, Francois 
Quesnay, the author of the Tableau Oeconomique 
(1758), never employed the term “capitalism.” In- 
stead, Quesnay demarcated the relations among 
three social classes: farmers (classe productive), 
landlords (classe distributive), and merchants 
(classe stérile). Though recognized as the founder 
of the classical school of political economy, Adam 
Smith, the author of The Wealth of Nations (1776), 
produced a thoroughgoing analysis of commodi- 
ties, capital, and the division of labor, but not of 
“capitalism” qua social formation or historical 
epoch. For his part, David Ricardo, the author of 
the Principles of Political Economy (1817), delineated 
the relationship between the social classes of capi- 
tal and labor without invoking the expression 
“capitalism.” In fact, the Oxford English Dictionary 
traces the first use of the term not to the early 
political economists (i.e., precisely the figures 
who pioneered the study of capitalism), but to 
the English novelist William Makepeace Thacke- 
ray in 1854. 

Though celebrated not only as the successor 
to Smith and Ricardo, but also as the first signifi- 
cant theorist of capitalism qua social formation 
and historical epoch, Karl Marx refrained from 
using the term “capitalism” in his innovative in- 
terventions in political economy: The Griindrisse 
(1857-1858), A Contribution to the Critique of Politi- 
cal Economy (1859), and Capital I (1867). Doubtless, 
Marx criticized Smith and Ricardo for naturaliz- 
ing the categories of political economy (and hence 
failing to recognize the historical character of capi- 
talism and previous modes of production). More- 
over, Marx’s immanent critique of political 
economy reconfigured the timeless, ahistorical 
categories of his forebears to highlight the con- 
flict between the capitalist class (i.e., the owners 
of the means of production) and the working class 
(i.e., the sellers of labor power). Nevertheless, the 
term “capitalism” did not appear in Marx’s oeuvre 
until his famous letter to a Russian Populist in 
1877. Instructively, Marx reproached his Russian 
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interlocutor for attempting to turn his “historical 
sketch of the genesis of capitalism in Western 
Europe” into an ironclad “theory of the general 
path imposed by fate upon every people [irre- 
spective of their historical circumstances].” 

Although Marx believed that the first prole- 
tarian revolution would occur in an “advanced” 
capitalist country (e.g., France, Germany, or 
Great Britain), he recognized the potential for 
revolutionary change in a “backward” country 
such as Russia. Accordingly, he hoped that his 
“disciples” in the international working-class 
movement would resist the temptation to trans- 
form his analysis of the structural logic of capi- 
talism into a blueprint for human history. In this 
light, it is noteworthy that Marx grounded his 
vision of socialism in a concrete analysis of capi- 
talist development. 

Owing to Marxism’s profound influence not 
only on the academic disciplines of history, soci- 
ology, and economics, but also on the working- 
class movement (especially in western Europe 
and Russia), it became commonplace to concep- 
tualize capitalism as a mode of production, social 
formation, or historical era. More precisely, by 
relegating capitalism to its proper historical con- 
text, Marxism incited disputes not only on the 
hypothesized transition from feudalism to capi- 
talism (e.g., the Dobb-Sweezy debate), but also 
on the projected shift—revolutionary or evolu- 
tionary—from capitalism to socialism (e.g., the 
debates between social democrats and commu- 
nists). Phrased differently, if capitalism had a his- 
tory, it followed that the system could be reformed 
or even abolished. 

During the Bolshevik Revolution (1917-1923), 
the incipient Soviet Republic capitalized on its 
prestige to provoke a schism in the international 
working-class movement. In the view of the Bol- 
sheviks, the parties of the Second International 
had compromised themselves by voting for war 
credits, thereby consenting to send their constitu- 
ents to the battlefields in an interimperialist con- 
flict (i.e., World War I). Accordingly, the Bolsheviks 
called for the formation of the Communist Inter- 
national (Comintern)—an organization designed 
to bolster the fledgling Soviet regime by exporting 
the revolution. Thereafter, working-class parties 
advocating the parliamentary path to socialism 
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would be considered “socialist,” whereas work- 
ing-class parties espousing the revolutionary road 
to socialism (while pledging allegiance to the So- 
viet Union) would be considered “communist.” 
It is not surprising, therefore, that the emergence 
of the Soviet Union as the first socialist state had 
a pronounced effect on the discipline of political 
economy. 

Fittingly, the most important controversy in 
the history of Soviet Marxism (i.e., the Stalin- 
Trotsky debate [1924—1929]) pivoted on the prob- 
lem of economic development (be it “capitalist” 
or “socialist”). Doubtless, Russian intellectuals had 
long debated the country’s status as the “weak- 
est link” in Europe and the “strongest link” in the 
East. In fact, since the early nineteenth century, 
“Westernizers” had advocated applying the Eu- 
ropean model of industrialization to the Russian 
context, whereas “Slavophiles” had advocated 
building a new society based on the old peasant 
commune. However, with the unanticipated Bol- 
shevik seizure of power in October 1917, this de- 
bate reached a fever pitch. Could the Soviet Union 
“catch up” with the West? Would it need to un- 
dergo an “industrial revolution” to do so? Would 
it matter that the Soviet Union had not experi- 
enced a “bourgeois revolution” (notwithstanding 
the efforts of Aleksandr Kerensky’s short-lived 
provisional government)? Owing to the allied 
intervention in the civil war in 1918, the Bolshe- 
vik regime was not sanguine about the prospect 
of receiving aid from the West. The unsuccessful 
revolutions in Germany and Hungary had only 
heightened the fear of communism among the 
allies. Over time, as the prospect of revolution in 
the West dimmed, the Bolsheviks were forced to 
grapple with their “encirclement” by hostile capi- 
talist powers. 

Though fraught with personal intrigue (ow- 
ing to the competition between the two antago- 
nists, both of whom aspired to succeed Vladimir 
Lenin at the helm of the regime), the Stalin- 
Trotsky controversy had its roots in the Soviet 
Union's indeterminate position as a massive ter- 
ritorial state (encompassing several “levels” of 
development), a multinational empire (encom- 
passing a hundred languages), and a vanguard 
of the international proletariat. This contradic- 
tion was expressed in Soviet foreign policy. On 


the one hand, the Soviet Union pursued diplo- 
matic relations with the West (and hence at- 
tempted to function as an ordinary nation-state). 
On the other hand, the Soviet Union used the 
Comintern to spread the gospel of proletarian 
revolution across the world (through the media- 
tion of communist parties in France, Germany, 
and elsewhere). 

Whereas Joseph Stalin espoused the policy of 
socialism in one country (i.e., the notion that the 
Soviet Union could achieve socialism on its own), 
Leon Trotsky espoused the policy of a world revo- 
lution (i.e., the notion that the “backward” Soviet 
Union could not survive in the absence of revolu- 
tions in the “advanced” capitalist countries). For a 
variety of reasons (including the exile of Trotsky 
and the ensuing purge of suspected Trotskyites), 
Stalin’s policy won the day. The historian Arno 
Mayer illuminates the historical conditions under 
which the policy was inaugurated, “By quarantin- 
ing and isolating the revolutionary regime diplo- 
matically, economically, and financially, the outside 
world helped create the preconditions for Stalin’s 
Socialism in One Country.” The attempt to isolate 
the Soviet Union “provided much of the rationale 
and justification for the furious pace of the 
industrialization and collectivization of the Second 
Revolution of the 1930s.” In fact, the two five-year 
plans (1929-1938), which privileged the develop- 
ment of heavy industry, produced a substantial in- 
crease not only in the proportion of the labor force 
employed in manufacturing, but also in the pro- 
portion of national income resulting from manu- 
facturing. Thus, the Soviet Union was said to have 
undergone successful industrialization (though at 
tremendous human cost). Though neither feasible 
under Western conditions nor desirable to West- 
ern policy makers, Soviet planning (known as “cen- 
tral” or “command” planning) attracted the 
attention of Western economists (especially dur- 
ing the Great Depression and World War II), lead- 
ing, ultimately, to the adoption of “indicative” 
planning in many places. 

In the wake of the stock market crash in 1929, 
John Maynard Keynes, the last in a series of great 
political economists, posed two interrelated ques- 
tions: (1) Could economic science be used not only 
to displace class conflict, but also to limit the po- 
tential for economic disequilibrium? (2) Could 


these modifications be made within the confines 
of the capitalist system? In The General Theory of 
Employment, Interest and Money (1936), Keynes ar- 
gues that the Great Depression had invalidated 
the classical paradigm (devised by Smith and 
Ricardo and modified by Alfred Marshall and the 
Cambridge School). Since the classical paradigm 
presupposed the validity of Say’s Law of Markets 
(i.e., the dictum that the balance between supply 
and demand will guarantee full employment), it 
could not explain the persistence of involuntary 
unemployment. Hence Keynes proposed a clear- 
cut but revolutionary therapy for chronic unem- 
ployment: deficit spending on public works to 
create jobs for and augment the purchasing power 
of the working class. In short, Keynes believed 
that the preservation of the capitalist system de- 
pended on the ability of the interventionist state 
not only to deflect the potential for a socialist revo- 
lution, but also to diminish the probability of eco- 
nomic disequilibrium. 

Notwithstanding his renown as an innova- 
tive economist, Keynes did not exert a direct in- 
fluence on the policies of the New Deal until the 
recession of 1937-1938. However, the slump per- 
suaded Franklin D. Roosevelt not only to use defi- 
cit spending as a means of “priming the pump,” 
but also to take Keynes’s General Theory seriously 
as a framework for managed capitalism. Having 
taken root in the Roosevelt Brain Trust and the 
Harvard Fiscal Policy Seminar, Keynesian ideas 
influenced the financing of the American war ef- 
fort and the architecture of the Bretton Woods 
institutions. In fact, despite the death of Keynes 
in 1946, Keynesianism contributed greatly to the 
postwar reconstruction, recovery, and expansion 
of the capitalist system. By channeling popular 
unrest into the expansion of the system (prima- 
rily through productivity bargains in the 
wealthier regions and development assistance in 
the poorer regions), the U.S.-sponsored Key- 
nesian Consensus brought about a golden age in 
capitalist history. 

However, the old consensus dissolved amid 
the fiscal crises, deindustrialization, and “stag- 
flation” of the 1970s. Following on the heels of 
Margaret Thatcher’s victory in Great Britain, 
Ronald Reagan’s arrival in 1981 contributed to the 
creation of anew consensus (built on monetarism, 
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Chicago School economics, supply-side econom- 
ics, and other variants of neoclassical thought). 
In combining the reduction of welfare expendi- 
tures with the intensification of the arms race, the 
“Reagan Revolution” reconfigured the American 
economy in keeping with such neoliberal precepts 
as privatization and deregulation. This process 
continued through successive administrations, 
culminating in the Welfare Reform Act of 1996. 
On a global scale, the process of liberalization, 
which picked up speed with the unexpected dis- 
integration of the Soviet bloc (and the attendant 
“opening” of Eastern Europe and the former 
Soviet Republics to Western capital) and the rati- 
fication of the North American Free Trade Agree- 
ment, has also continued to the present day 
(actualized by the policies of the IME the World 
Bank, and the WTO). 


Mark Frezzo 


See also: Ricardo, David; Smith, Adam. 
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CARAVANS 


A group of people traveling together with the 
aid of pack animals, often over long distances 
and in inhospitable areas. 


The history of the caravan is the history of long- 
distance commerce before large-scale ocean trade 
managed by European companies. At the same 
time, caravans have served and continue to serve 
as a basic way to transport goods between rela- 
tively local markets all over the world. 

While caravans employed many types of pack 
animals, the most efficient beast of burden for 
long-distance caravans remained the camel. The 
camel was first domesticated between 3000 and 
2500 B.c.E., and use of it spread across the Eur- 
asian landmass and North Africa partly as a di- 
rect result of trade. No other pack animal matches 
the camel in terms of carrying capacity, sturdi- 
ness, and speed, particularly in the harsh desert 
terrain that many caravans traversed. Actual car- 
rying capacity varied with the breed of camel, the 
temperature, and the route’s degree of difficulty, 
but they carried an average of 350 pounds each 
over the Silk Road and about 400 pounds on the 
routes crossing the Sahara. On shorter trips they 
could carry substantially more, and commercial 
records show camels handling up to 1,200 pounds 
per animal. Wheeled vehicles remained rare 
among long-distance caravans until the twenti- 
eth century, when mechanized transport became 
cheaper and more reliable. Carts pulled by pack 
animals could generally not match camels in 
terms of either cost or sturdiness on long-haul 
trips. 

Caravan size depended on a number of fac- 
tors, including the distance to travel, the size of 
the markets and capital involved, and the secu- 
rity needs of the caravan. To maximize profit, 
however, the number of personnel had to be kept 
to a minimum, whether the caravan was travel- 
ing five or a thousand miles. Personnel on long- 
distance efforts could include a caravan leader 
(who was often hired by a merchant-investor or 
group of investors), several guides, guards, por- 
ters, and additional travelers. Shorter-haul cara- 
vans might simply include the leader, who was 
also most often the major stakeholder in the en- 


Until the opening of sea routes in the late fifteenth and early six- 
teenth centuries, the Silk Road of Central Asia, which overland 
caravans traversed, was the main trading route between Europe 
and East Asia. (© North Wind Picture Archives) 


terprise, and a few armed attendants. The num- 
ber of animals corresponded to the hauling needs 
for the caravan. This might range between a few 
animals for local market transport to thousands 
on long-haul routes. Caravans of 15,000 to 20,000 
camels regularly crossed the Sahara until the early 
twentieth century. 

Leaders arranged their caravans in one of two 
basic ways. The most common configuration was 
for a line of animals to be strung together and 
travel closely alongside one to four other lines. 
Tethers passed through the camels’ nose rings and 
attached to the saddle of the camel in front held a 
line together. Besides being more compact and 
easier to manage and, if needed, to defend the 
caravan drivers, this formation also made the cara- 
van seem smaller at a distance, dissuading po- 
tential robbers. At times, however, mountainous 
or other difficult terrain required leading one long 
line of travelers and animals—a necessity along 
some sections of the Silk Road. 


Caravan speeds varied widely, depending on 
the type of pack animal used and the distance 
over which the caravan moved. Unburdened, 
camels can travel thirty-five to forty miles per hour 
at a full gallop. On good terrain and fully loaded, 
however, they normally walked at three to four 
miles per hour, and at up to seven or eight miles 
per hour if pushed, for up to fourteen hours a 
day. Speed, of course, also related directly to cost, 
and caravan leaders had to strike the right bal- 
ance between getting goods to market quickly and 
the health and safety of the caravan. 

Staging points and navigation remained key 
to any caravan’s ability to travel and rest. At a 
minimum, caravans tended to travel well-known 
routes with frequent wells, so merchants and cara- 
van leaders working in arid regions often timed 
the caravans to coincide with the rainy seasons— 
when wells were most likely full. For instance, the 
caravans from Syria to the Tigris-Euphrates Delta 
departed after the fall rains and the caravans from 
Bukhara left for the southern Urals in early spring, 
just after the snow began to melt in the Russian 
highlands. Some breeds of camels can exist for 
weeks without water and some days without food 
because of their well-adapted digestive process. 
But burdened camels working in hot climates 
need regular nourishment, and to go three or four 
days without eating or drinking could mean death 
for the animals as well as the travelers. Stories 
from across the Sahara tell of whole caravans sim- 
ply disappearing because of a sandstorm, a mis- 
read sign, or a moment of confusion. On certain 
caravan routes, one navigational error could re- 
sult in missing the only well available and could 
mean disaster for the entire group. 

In more populated areas or on better-traveled 
routes, caravans could stop at caravanserai. These 
hostels offered accommodations for both animals 
and human travelers and often consisted of a large 
walled property with stables, locked storage fa- 
cilities, and sleeping rooms. Some caravanserai 
offered additional coordinated services, includ- 
ing arranging guides and protection and doling 
out market and political information. 

While historians focus on the decline of the 
major long-distance caravans at the hands of the 
overseas European companies in the seventeenth 
and eighteenth centuries, caravans remained im- 
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portant in many markets, in some areas up to the 
twentieth century. Roads and railways eventu- 
ally led to the decline of most remaining long- 
distance caravan routes, although important 
symbolic caravans like those connected to the hajj 
to Mecca still exist today. Shorter distance cara- 
vans, however, remain crucial in many areas of 
the world. Camel caravans still ply certain key 
areas of the Sahara, for instance, because they 
remain competitive to the costs of trucking and 
convoy protection. 


David Gutelius 
See also: Oases; Saharan and Trans-Saharan Trade; Silk Road. 
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CARIBBEAN 


A geographical area consisting of the archi- 
pelago of islands that runs from the Yucatan 
Peninsula and Florida southeast to Venezuela, 
with the Greater Antilles (Cuba, Hispaniola, 
Puerto Rico, and Jamaica) in the north and the 
Lesser Antilles generally to the south and east. 
The Guianas and Belize are also included in 
the Caribbean region because of historical ties. 


The Caribbean area was called the West Indies by 
the Europeans. The name “Caribbean” is derived 
from Los Caribes or “Carib,” a word coined by the 
Spanish colonizers to define the most militant 
group of indigenous people against European 
imperialism. “Carib” translated into the word 
“cannibal”—that is, flesh-eating humans. Gaztam- 
bide-Geigel, a Puerto Rican historian, argues that 
Caribbean, as a name applied to the region in- 
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stead of West Indies, came into vogue in the con- 
text of U.S. expansionism in the late nineteenth 
century. The United States took over Puerto Rico 
in 1898, and in 1917 it bought Denmark’s Carib- 
bean colonies, comprising Saint Thomas, Saint 
Croix, Saint John, and about fifty other tiny is- 
lands, for $25 million. 

Perhaps, as historian R.R. Premdas points out, 
“the Caribbean as an unified region that confers a 
sense of common citizenship and community may 
be conceived as a figment of the imagination.” 
Despite such assertion, it is clear that the region 
has a distinguishable and distinctive character. As 
scholar Ralph E. Gonsalves observes, the “Carib- 
bean civilisation . . . has evolved metaphorically 
from the songs of the indigenous people, the 
rhythm of Africa, the melody of Europe, the chords 
of Asia, and the lyrics of the Caribbean.” The re- 
gion is therefore made up of different peoples, 
cultures, and languages unified by a colonial past, 
imperialism, and forms of economic and human 
exploitation. There are the Anglophone or English- 
speaking territories, the Hispanic or Spanish- 
speaking territories, the Dutch or Netherlands 
Antilles territories, and the Francophone or French- 
speaking territories. There are also creole lan- 
guages, regional and nonstandard dialects, and 
ethnic vernaculars. French Creole or patois is spo- 
ken in places like Saint Lucia, Dominica, and Haiti. 
In the Dutch-speaking territories of Curacao (Neth- 
erlands Antilles), there is Papiamentu. 

The definition of the Caribbean can therefore 
be based on language and identity, geography, his- 
tory and culture, politics, and economics. Defini- 
tions of the Caribbean have been, and are being, 
continuously reworked in response to external and 
internal dynamics. Hence, in the twenty-first cen- 
tury the Caribbean is increasingly being used within 
the context of various diasporas, which means the 
Caribbean is a region of transnational entity. 


EARLY COLONIAL TRADE, 
SUGAR, AND SLAVERY 


Trade featured prominently in the colonization 
of the Caribbean. When Christopher Columbus 
stumbled on the region in 1492, it was in his quest 
to carve a new trade route for Spain. Spain mo- 
nopolized trade in the region during the fifteenth 


century. To safeguard this monopoly, it organized 
a system of colonial administration that restricted 
the colonies to trading with the mother country. 

During the sixteenth century, Spain contin- 
ued to enjoy the benefits of trading Caribbean 
products. Other European nations soon chal- 
lenged Spanish monopoly. By the seventeenth 
century, the Caribbean had become a contested 
territory for pirates, traders, and pioneers who 
were enticed by the prospects of great profits, 
with the Dutch emerging as the most aggressive 
actors. Soon, that small republic was posing an 
effective challenge to Spanish monopoly. 

The English and French were also successful 
in breaking the Spanish monopoly and gaining a 
stronghold in the Caribbean, as they settled in 
islands not occupied by Spain. Before 1640, colo- 
nists of the Lesser Antilles did subsistence and 
cash crop farming. From the 1640s, sugarcane took 
center stage. This was in response to the growing 
demand for sugar on the European market. This 
demand for sugar created a revolution, in which 
there were drastic transformations of the land- 
scape, demography, politics, and economy of the 
various territories as more plantations were es- 
tablished. The Caribbean was effectively inte- 
grated into rival European trading blocs on the 
basis of mercantilism, an economic policy that 
held that the colonies existed for the benefit of 
the colonial power. 

To meet the labor-intensive nature of sugar- 
cane cultivation, enslaved Africans were intro- 
duced throughout the region. Thus, Caribbean 
society became characterized by cultural diversity. 
The slavery system disintegrated in most of the 
colonies in the nineteenth century: Haiti in 1793, 
the British in 1838, the other French colonies in 
1848, Dutch in 1863, Danish in 1878, and Spanish 
in 1886. The freed citizens of the Caribbean now 
faced new challenges as they pursued economic 
and political aspirations. They got involved in 
protopeasant activities, wage bargaining, emigra- 
tion, and entrepreneurial pursuits. 


POLITICS, REGIONAL AND 
INTERNATIONAL TRADE 


Throughout the nineteenth and the first half of 
the twentieth centuries, the merchant-planter 


class retained political domination, as the politi- 
cal franchise was restricted to the largely white 
propertied class. By the 1930s, the world depres- 
sion, persistent poverty, and political dissatisfac- 
tion led to a series of labor rebellions, riots, and 
unrests among the working-class people of the 
British Caribbean. The outcome of these proac- 
tive moves was that more representative govern- 
ments were formed from around the 1950s. This 
was followed by the grant of political indepen- 
dence by Britain to many of its colonies from the 
early 1960s onward. 

The Hispanic territory of Santo Domingo 
(now the Dominican Republic) obtained its po- 
litical independence from Spain 1844. It was the 
second Caribbean territory to become indepen- 
dent. The first was Haiti, which fought for and 
won its independence to become the first black 
republic in the region in 1804. The Spanish-Ameri- 
can War of 1898, a conflict triggered by the alleged 
bombing of a U.S. warship, effectively ended the 
Spanish empire in the Caribbean. At the end of 
the war, Spain gave up control of Cuba and Puerto 
Rico. Cuba therefore became independent in 1902. 
Puerto Rico, on the other hand, was annexed by 
the United States and was not constituted as a 
U.S. commonwealth until 1952. 

In 1954, the Netherlands made its territories 
of Aruba, Curacao and Bonaire, Suriname, Saint 
Eustatius (or Statia), Saint Maarten, and Saba an 
autonomous department of the “Tripartite” King- 
dom of the Netherlands. Independence was later 
granted to Suriname in 1975. 

Independence posed new problems. The 
small island states of the Caribbean exerted little 
influence on the international scene. Many of 
them had access to similar resources that were 
used competitively. British Caribbean countries 
had began seeking alternatives to monocrop sugar 
economies from around the 1940s. Bauxite min- 
ing was developed in Guyana and Jamaica, while 
Trinidad and Tobago turned to oil production. The 
Netherland Antilles territory of Curacao also 
started oil refining in this period. From around 
the 1940s as well, tourism was considered as a vi- 
able alternative to agriculture. 

In 1968, the British Caribbean territories 
formed the Caribbean Free Trade Association 
(CARIFTA). This initiative was an attempt at eco- 
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nomic union and Caribbean integration, a process 
that was consolidated in 1973 with the establish- 
ment of the Caribbean Community (CARICOM). 
This Caribbean Common Market replaced 
CARIFTA. There have been efforts to broaden the 
base of intraregional cooperation. These initiatives 
include the Caribbean Forum, which links 
CARICOM with Haiti and the Dominican Repub- 
lic. Another development has been the formation 
of the Association of Caribbean States linking the 
Circum and Greater Caribbean states with a Car- 
ibbean coast. In 2003, efforts were being expedited 
to create a Caribbean Single Market and Economy 
among CARICOM member states. 

The main exports in the latter half of the twen- 
tieth century were primary products: sugar, baux- 
ite, and oil. Some products are still being exported. 
At the same time, tourism, offshore financial ser- 
vices, and small-scale manufacturing have re- 
placed agriculture. Imports into the region have 
been growing, although some territories have lim- 
ited access to foreign exchange. By 2002, agricul- 
ture, as part of the global economy, was liable to 
the international trade and economic processes 
such as transnational capital and the moves to- 
ward trade liberalization were being led by the 
World Trade Organization (WTO). The smaller 
territories of the region have been asking the 
WTO for special and differential treatment. 


Cleve McD. Scott 


See also: British Empire; Mercantilism; Spanish Empire; 
United States. 
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CARNEGIE, ANDREW 
(1835-1919) 


An industrial magnate, as well as a prolific 
and influential writer, who rose from poverty. 


Andrew Carnegie’s writings celebrated individu- 
alism, competition, economic growth, and democ- 
racy and challenged the wealthy to practice a 
philanthropy that would elevate humankind. 

When Carnegie immigrated to the United 
States from Scotland at age thirteen, poverty com- 
pelled him to work as a bobbin boy in a cotton 
factory. Making opportunities for himself, work- 
ing hard, and learning fast, he rose to become 
superintendent of the Pennsylvania Railroad’s 
western division by age twenty-four. Desiring 
greater autonomy, Carnegie left the railroad in 
1865 to run his own enterprises. By the end of his 
career, the vertically integrated Carnegie Steel 
Company had become the world’s largest steel 
producer. In 1901, he sold his interests to J.P. 
Morgan’s syndicate for $300 million, making him 
one of the world’s richest men. Thereafter, he 
turned his attention to distributing his wealth and 
promoting international peace. 

As much as he wanted to make money and 
outdo business rivals, Carnegie had a desire to 
influence public opinion by publishing many 
magazine articles and books. Carnegie’s general 


Andrew Carnegie rose from poverty to become an industrial mag- 
nate, as well as an influential writer. His writings celebrated indi- 
vidualism, competition, economic growth, and democracy and 
challenged the wealthy to practice a philanthropy that would elevate 
humanity. (Library of Congress) 


thesis was that America’s democratic institutions 
and the economic and social freedoms they en- 
couraged were responsible for its ascendance over 
monarchical Europe. His message and style are 
exemplified in Triumphant Democracy. It opens, 
“The old nations of the earth creep on at a snail's 
pace; the Republic thunders past with the rush 
of the express.” Carnegie stood for a meritocracy 
in which, with integrity, thrift, self-reliance, opti- 
mism, and hard work, any man and his family 
could ascend the economic ladder. 

Until his later years, he defended the era’s 
relatively laissez-faire economic policies and 
championed the law of competition, “for it is to 
this law that we owe our wonderful material de- 
velopment, which brings improved conditions in 
its train.” Carnegie argued that the high tariffs of 
the late 1800s had little impact on most American 
manufacturing industries because foreign produc- 
ers could not have competed successfully in their 
absence and because American firms competed 


so vigorously with each other. Indeed, economic 
historians agree that America’s comparative ad- 
vantage in the late 1800s was in goods, like steel, 
which relied on nonrenewable natural resources. 
Carnegie saw free trade as a goal not “within the 
reach of practical politics in the lives of those now 
living,” because there was no alternative revenue 
source for the federal government. However, free 
trade remained a distant goal: 


Far be it from me to retard the march of the world 
toward the free and unrestricted interchange of 
commodities. When the Democracy obtains sway 
through-out the earth the nations will become 
friends and brothers, instead of being as now the 
prey of the monarchical and aristocratic ruling 
classes, and always warring with each other; stand- 
ing armies and war ships will be of the past, and 
men will then begin to destroy custom-houses as 
relics of a barbarous and monarchical age, not al- 
together from the low plane of economic gain or 
loss, but strongly impelled thereto from the higher 
standpoint of the brotherhood of man. 


While vast income inequalities were “inevi- 
table,” Carnegie did not glorify greed and opu- 
lence. Instead, he argued in The Gospel of Wealth 
that “the man who dies rich dies disgraced” be- 
cause the wealthy man should “consider all sur- 
plus revenues which come to him simply as trust 
funds, which he is called upon to administer.” 
The man who created it, because he has superior 
wisdom, experience, and ability to administer, 
should distribute excess wealth. With these tal- 
ents, he could do more to elevate the people, than 
they or the state could ever do. Carnegie empha- 
sized that wealth should not be given to “char- 
ity,” but that it go to libraries, schools, museums, 
and other projects that help those who would 
help themselves. 

Robert Whaples 


See also: Steel. 
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CAROLINGIAN EMPIRE 


The empire of the Frankish king Charlemagne 
encompassing western and central continen- 
tal Europe, but not Iberia and Scandinavia. 


The dynastic roots of the Carolingian empire are 
found in the seizure of the throne by Charle- 
magne’s father, Pepin, in the 750s. The empire 
lasted into the tenth century after its division with 
the Treaty of Verdun in 842. 

Earlier Frankish kings had established control 
of northern and central France, and Charle- 
magne’s grandfather Charles Martel had halted 
Muslim expansion across the Pyrenees in 732. 
Pepin involved the Franks in Lombard Italy, and 
Charlemagne pushed Frankish and Christian au- 
thority eastward into German and Avar territo- 
ries as far as the Elbe River and the Hungarian 
plain. The pope crowned him emperor on Christ- 
mas Day 800. His only surviving son, Louis the 
Pious, ruled alone and with his three sons, who 
in turn divided the territory among themselves, 
one of them retaining the title emperor. The em- 
pire was ruled through territorial counts, dukes, 
and markgrafs with virtually no bureaucracy and 
a heavy reliance on members of the Catholic 
clergy for record keeping. 

Land constituted the major factors of both 
production and wealth, creating a near-subsis- 
tence level economy for the vast majority of 
people in the empire. For the most part, either 
the nobility or the Catholic Church, especially 
large monasteries, controlled the land, which 
was worked by both free and enserfed peasants. 
The emperor and his entourage lived off of the 
produce of imperial estates, traveling among 
them to consume what was their due. The mar- 
ginal agricultural surpluses and some craft items 
produced on estates were exchanged or sold lo- 
cally, and local foodstuffs supported those who 
lived and worked in towns, which were either 
old Roman establishments or newer settlements 
that served the local agricultural or monastic 
communities. Frankish silver pennies (denari1) 
minted throughout the realm circulated in the 
Carolingian territories, as did Arabic dirhams and 
English coins, to lubricate local trade. In 744, 
Pepin ordered bishops to establish, maintain, and 
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Charlemagne, the Frankish king who united western Europe in the eighth century and helped restart continent-wide trade after the Dark 
Ages, is shown being crowned king of Italy by Pope Adrian | in Milan in 774. The painting detail shown here dates from the early nineteenth 
century. (The Art Archive/Musée du Chateau de Versailles/Dagli Orti) 


protect at least one regular market in each dio- 
cese, evidence that a local supply and demand 
did exist. Long-distance trade consisted largely 
of fine cloths, wine, salt, and luxury goods both 
foreign and domestic. 

Regional and even international fairs and 
markets also operated throughout the Caro- 
lingian period, fueled by both local and long- 
distance supply and demand and fostered by 
the relative security that the Carolingian gov- 
ernment could afford. From the seventh cen- 
tury, regular fairs were held at the royal 
monastery of Saint Denis near Paris on October 
9 after the grape harvest. In February 775, a sec- 
ond fair was instituted there by Charlemagne. 
The scant records indicate that foreign mer- 
chants from England, Frisia, and elsewhere 


came to trade for wine, honey, and dyestuffs, 
among a broader range of goods. In Italy, 
Carolingians supported a long-running fair at 
Pavia, a major Lombard city at which three 
transalpine roads met. From there, northern 
goods would have found their way south to 
Rome, Bari, or Venice, while Italian and eastern 
Mediterranean goods would have moved north 
into Frankish cities or the imperial court. Trade 
at Lombard Piacenza was so brisk that officially 
recognized fair days were extended from one 
per year to five periods totaling forty-three days. 
Such specificity of place and time served sev- 
eral important purposes: sellers and buyers 
knew when and where to gather, local authori- 
ties could provide necessary protection and 
other services to the traders, taxes could be col- 


lected easily, and unproductive competition 
among these centers could be avoided. 

Inside the empire, the authorities, both local 
and imperial, fostered the activities of merchants 
and benefited from them as well. The emperors, 
nobility, and high churchmen created the chief 
demand for long-distance trade goods and saw 
to it that port facilities, roads, and bridges were 
maintained. Imperial law mandated that the lo- 
cal count or bishop be present when gold and sil- 
ver items, horses, and slaves were being sold or 
bartered. In 811, Charlemagne had the Roman 
lighthouse at Boulogne restored to use for the aid 
of coastal shipping. His Capitulary of Thionville 
exempted from tolls goods that merchants carried 
for their own use. In 828, Louis the Pious granted 
merchants the status of fideles, or imperial vassals, 
who were due special protection and exemptions 
from tolls and other charges. Essentially, all mer- 
chants were expected to provision the imperial 
court. As these negociatores or mercatores followed 
the old Roman roads in their various stages of 
disrepair and crossed or traveled up and down 
Europe’s rivers—the Loire, Meuse, Scheldt, 
Rhine, Po, Danube, and Seine—they met the col- 
lectors of local and imperial tolls and fees. By land 
they would be subject to the rotagium (wheel tax), 
pulveraticum (overland carriage toll), pontaticum 
(bridge toll), and portaticum (ferry crossing fee), 
and by water, the cespitaticum (mooring fee) and 
Mute (Rhine river tolls). In April 841, French king 
Charles the Bald requisitioned the service of 
twenty-eight merchant ships moored near Rouen 
in the Seine to ferry his troops to Paris. This in- 
stance not only indicates yet another way in 
which rulers benefited from commercial activity, 
but also informs us of the level of activity at this 
important Seine River port. 

In the north, Quentovic and Duurstede 
served as the major ports for Scandinavian, En- 
glish, and Baltic traffic. Where towns were few 
and far between, fortified trading stations (Latin: 
portus; Saxon: wik) facilitated exchanges along 
the eastern borders with the Slavs as well as pro- 
vided military outposts. In the southeast, Venice 
was the major doorway for both Muslim and Byz- 
antine goods, including fine cloth and spices. 
Much of this was paid for in Carolingian gold, 
which disappeared as currency as this trade dried 
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up in the dynasty’s later years. Little is known of 
trade with Muslim-held Iberia or southern Italy, 
though its local importance is likely. 

In the course of the ninth century, economic 
conditions, and apparently trade, deteriorated. 
The empire went from an offensive growing 
stance to one of defensive, protective stasis, and 
then division. Military assaults from shipborne 
Scandinavians (Vikings) and Arabs in the Medi- 
terranean devastated coastal and river areas and 
closed ports, while aggressive and swiftly mov- 
ing Magyars (Hungarians) knifed into central 
Europe and Italy, disrupting the movement of 
traffic and wrecking what urban life there was. 


Joseph P. Byrne 


See also: Middle Ages. 
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CARTELS 


A formal cooperation of a group of indepen- 
dent firms in a given market to make joint 
price and output decisions, share markets, and 
thus pursue and sustain supranormal profits. 


Agreements that result in price fixing, market 
sharing, output restrictions, and boycotts consti- 
tute examples of cartel agreements. Agreements 
designed to prevent entry to a given market, boy- 
cotts, and bid rigging are also examples of cartel 
agreements. Cartels, as explicit collusive agree- 
ments, tend to become unstable because a cartel 
member can earn more profits by lowering its 
price under the cartel price or cartels can develop 
substitute products. 

Cartels can take many different forms. There 
can be national or international cartels, and car- 
tels can also be explicit or implicit. The implicit 
cartels are important and are posing a problem to 
competition authorities in terms of their identifi- 
cation and proof. On the other hand, the explicit 
cartel agreements are illegal at the national level 
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in many countries including the United States. 
Therefore, it is more relevant to talk about explicit 
cartel agreements in international trade such as 
export cartels. An export cartel essentially refers 
to an agreement among firms to charge a specific 
export price or to define sales quotas among them- 
selves. As long as the domestic market is not af- 
fected by such cartels, they are exempt from the 
scrutiny of national competition authorities. Ex- 
port cartels are favorable because they make it 
easier to enter into foreign markets, and they cre- 
ate a positive effect on balance of trade for the 
home country of an export cartel that can other- 
wise be difficult to attain. The best-known ex- 
ample of these type of cartels is the Organization 
of Petroleum Exporting Countries. 

The globalization trend accelerated the trade 
and investment flows. The movement of produc- 
tion factors around the world increasingly shifts 
the concern about national cartels toward interna- 
tional cartels. The growing volume of international 
trade also creates a demanding environment for 
international cartels to be able to compete in the 
increasingly competitive environment. The in- 
crease in the number of international cartels cre- 
ates doubts concerning the future of free trade in 
the world. Therefore, in recent years there have 
been attempts to create international competition 
rules and an authority to minimize the possible 
negative effects of cartels in international trade, 
and the attempts still continue. Besides these at- 
tempts, national competition authorities increas- 
ingly cooperate on regulation of cartels. 


Esra LaGro 
See also: Competition. 
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CARTOGRAPHY 


The science of mapmaking that developed to 
assist sailors exploring for new trade routes. 


The history of cartography as it pertains to the 
history of overseas trade in the West begins in the 
late thirteenth and early fourteenth centuries. 
While maps were used by ancient civilizations, 
from the ancient peoples of the Marshall Islands 
and their woven maps to Greek and Roman pro- 
jections, the advent and consistent use of cartog- 
raphy deliberately in conjunction with trade is 
more of amodern phenomenon—namely, the rise 
of nautical cartography in the form of “charts” (the 
nautical term for maps) in the expanding com- 
mercial world of the thirteenth-century Mediter- 
ranean. Scholars know that charts existed before 
1311, but their identified popularization and avail- 
ability began after 1311, which is when profes- 
sional cartographers such as Petru Vesconte 
started to regularly produce them and mariners 
began to use them. 

The first charts were the by-products of the 
earlier written and oral traditions of mariners 
dating back to the earliest seafaring peoples, such 
as the Greek periplus, or coast pilot (the oldest 
surviving periplus is Hanno’s account of a south- 
erly voyage from Gibraltar in about 450 B.c.£.). The 
introduction of a graphic component to the mari- 
ners’ lexicon was a natural and direct result of 
regularly voyaging beyond the coastlines of Eu- 
rope after the introduction of the compass, since 
the compass provided the means for the accurate 
orientation of graphic aids. 

However, maps have a much older history 
than charts, dating to the most ancient of cultures 
throughout the world. Still, as it pertains to trade, 
charts are a direct commercial derivative and 
maps are not. In addition, both the earlier Euro- 
pean and Asian mapping traditions were more 
cosmological in nature, or, interested in survey- 
ing lands of rulers. For example, the mappaemundi 
of Europe are replete with socioreligious expres- 
sions. Of course, that does not mean that map- 
ping traditions are not important to the history 
of trade. One of the most important moments in 
the history of cartography, alongside the devel- 
opment of nautical charts, was the rediscovery 
of Ptolemy, whence broader and more accurate 
projections of the Old World became available 
in 1400. Claudius Ptolemy of Alexandria compiled 
in the second century c.£. a wide-ranging list of 
approximately 8,000 locations by collating the 


known geographical information from travel itin- 
eraries, sailing directions, and existing topographi- 
cal descriptions and applied meridians and 
parallels to define his world. His important sci- 
entifically informed work was lost to the West 
until the fifteenth century, though Arabic schol- 
ars used his studies as early as the tenth century; 
but its rediscovery helped infuse Renaissance car- 
tography and explorers with basic scientific meth- 
odologies and a yearning to reach out to a newly 
“refined” world. While a mapping revolution soon 
followed Ptolemy’s rediscovery, his relative im- 
portance to the history of trade pales compared 
to the rise and spread of nautical cartography 
during the same period. 

As the history of trade was revolutionized by 
the discoveries and explorations of the fourteenth 
through the eighteenth centuries, the dawn of 
globalism, too, was the history of cartography, as 
it simultaneously had to incorporate the rapidly 
expanding knowledge and activities of the age of 
discovery and exploration. Again, as has been 
noted elsewhere in this encyclopedia, the expan- 
sion of the West, and all of its causal components, 
in the early modern period was a basic defining 
moment in the history of the world since expand- 
ing commercialization brought about colonialism, 
capitalism, and various other monumental soci- 
etal revolutions to all peoples of the planet. A vi- 
tal part of the birth of globalism then, was the 
rise of nautical cartography charts in the late me- 
dieval and early modern eras and their subse- 
quent development, as they were the means to 
consistently reach a newly expanded world. Thus, 
while the history of cartography dates to the ear- 
liest of times, its direct and verifiable impact on 
trade, specifically overseas trade, was later than 
its origins in the ancient world. 


EARLIEST NAUTICAL CHARTS 


The first nautical charts are now called portolan 
charts, though their Italian makers called them 
charta or tabula. The name is a derivative of 
“portolano,” the Italian term for written sailing di- 
rections, an offshoot of the ancient periplus. The 
development of the portolan charts marks a com- 
plete break with previous European mapping tra- 
ditions, since the portolan was informed by direct 
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observations in conjunction with the mariner’s 
compass and allowed for relative position and 
distances at sea. The portolan chart is distinct in 
appearance and is instantly recognizable because 
it notes place names at right angles to the coast, 
consists of various compass roses, has rhumb lines 
(lines radiating from the center in the direction 
of compass points), and is highly decorative in 
appearance. Originating in the Mediterranean, 
the earliest portolan charts are divided into two 
branches, the Italian and Catalan. The Italian 
charts, mainly from Genoa, Venice, and Ancona 
depict, for the most part, Mediterranean and west 
European waters; while, the Catalan charts from 
Majorca and Barcelona reach to the Baltic shores 
of Scandinavia. Historicans cannot pinpoint 
when the portolan chart was first created, but it 
is obvious in the refined and relatively accurate 
projections of the first portolan charts of the late 
thirteenth century that their origins lie earlier in 
the century. Still, the importance of the portolan 
chart is unquestionable. Without the portolan 
chart, the commercial and maritime entrep6ts of 
the Mediterranean could not have developed as 
effectively, efficiently, or as widely during the 
thirteenth century and, in turn, could not have 
helped spark the commercial revolution that was 
to enable further mappings and expansion in the 
fifteenth century. 

Armed with the knowledge of Ptolemy and 
portolan charts, and with the various socioeco- 
nomic factors of the fifteenth century, Portuguese 
mariners sailed out into the Atlantic searching for 
Asian spices and African gold. While few charts 
of the Portuguese fifteenth-century discoveries 
exist today, the surviving charts reveal that the 
portolan style persisted. The earliest extant Por- 
tuguese chart is dated approximately at 1471, 
many years after the initial Atlantic forays of the 
Portuguese. Used in conjunction with sailing di- 
rections, the fifteenth-century charts helped affix 
relative position and chronicle the southerly dis- 
coveries of Africa. The salient points about the 
Portuguese fifteenth-century voyages and chart- 
ing is that by 1500, with Bartolomeu Diaz round- 
ing the Cape of Good Hope, Vasco da Gama’s 
landing in India, and Pedro Alvars Cabral’s dis- 
covery of Brazil, a southeast passage to the Indies 
was possible and charted, as was a passage to 
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South America. Quickly following in the six- 
teenth century was the capture of Melaka in 1511, 
contact with the Melakans in 1512, and Magel- 
lan’s circumnavigation of the globe from 1519 to 
1522. 

The cartography of the world had been radi- 
cally augmented and the beginning of colonial- 
ism clearly asserted. In regard to charts, mariners 
by the close of the fifteenth century in Portugal 
were required to return their charts to a hydro- 
graphic office, more a repository in actual fact, to 
ensure that master copies of charts could be up- 
dated. Furthermore, the hydrographic office, in 
principle the state, hoped to regulate the new 
cartographic knowledge by centralizing its stor- 
age. The chief officer of the Almazem (the build- 
ing where the hydrographic office was located) 
called the almoxarife, a post held by Diaz wherein 
he helped outfit da Gama’s 1498 voyage. By 1547, 
anew Office entitled the cosmografo-mor, first held 
by Pedro Nunes until his death in 1578, incorpo- 
rated the oversight of nautical cartographic 
knowledge and began teaching navigation. It was 
Nunes who, during the height of Portuguese car- 
tography, lamented the inability of plane charts 
to adequately compensate for the curvature of the 
earth, solved decades later by Gerardus Mercator 
in 1569. In terms of charts and commerce, the 1519 
chart most likely by Nunes or Jorge Reinel—the 
two most prominent Portuguese chart makers 
between 1500 and 1572—which was not for use 
at sea because of its overt decoration, easily sym- 
bolizes both the expansion of knowledge and the 
commercial relationship thereof since Amer- 
indians in Brazil are depicted harvesting logwood 
for export (logwood was used as a dye and is now 
called mahogany). 

Spain, much like Portugal, also institutional- 
ized its cartographic exploits, after the early 
phases of its Atlantic expansion. Clearly, Span- 
ish endeavors began with Christopher 
Columbus’s first voyage in 1492 and his discov- 
ery of Caribbean islands and his subsequent 
three forays. Only one chart by Columbus sur- 
vives, a sketch of Northwest Hispaniola made in 
December 1493. Still, we know that an Italian 
cartographer, Paolo dal Toscanelli, was a source 
for Columbus and that the cartographic inter- 
changes between Portuguese and Italian mari- 


ners and chart makers were extensive. The dis- 
tribution of cartographic knowledge throughout 
the sixteenth century, despite alleged attempts 
at secrecy by modern-day historians, was in fact 
broad. Cartographers and mariners throughout 
the European world exchanged their thoughts 
and information readily as various manifesta- 
tions of Portuguese and Spanish information 
appeared in Holland, England, and Germany 
throughout the century. 

In terms of Spanish charts, the Portuguese 
influence is undeniable, especially in light of con- 
sidering the discussions between 1493 and 1529, 
when the division of the globe was determined. 
By 1503 in Seville, the Spanish founded the Casa 
de la Contrataci6n to deal with questions con- 
cerning the “Indies.” By 1508, a hydrographic 
office was established to supervise charts and to 
produce a continually updated pardon real, or 
general map. The pardon real was to serve as 
the basis for all charts issued to ships and other 
purposes, and, under the oversight of the pilot- 
major, the Casa’s pardon real would be updated. 
The first three pilot-majors are noteworthy for 
various reasons: Amerigo Vespucci, Juan Solis, 
and Sebastian Cabot. Under the auspices of the 
Casa, Spanish nautical cartography charts were 
continually expanded and updated to incorpo- 
rate information from both voyages and coloni- 
zation. Sadly, no official version of the pardon 
real exists today; however, the surviving works 
of Diogo Ribeiro, who coincidently came from 
Portugal, are considered to be small-scale ver- 
sions of the pardon real. Of particular note is his 
surviving 1529 world chart housed in the Vatican 
that includes Magellan’s voyage. 


MERCATOR 


By the early sixteenth century, the plane chart, that 
is, the traditional portolan-like style on charts, had 
become problematic for cartographers and navi- 
gators since it did not account for the curvature of 
the earth. Mercator addressed this problem for 
mariners with his 1569 Nova et accurate orbis terrae 
descriptio ad usum navigantium emendate accommo- 
data, though it took time for mariners to embrace 
this new projection. The projection that Mercator 
proposed in this work has since borne his name 


and remains the basis for sea charts today. 
Mercator’s projection increases the distance be- 
tween parallels with increasing latitudes, allow- 
ing any two points on the map to be joined by a 
straight line, a so-called loxodrome, which cuts 
all meridians at the same angle. Effectively, the 
Mercator projection creates scale while maintain- 
ing shape and direction at the expense of increas- 
ing distortion toward either pole. Yet, it was not 
until an English mathematician, Edward Wright, 
in 1599 published Certaine Errors in Navigation that 
the instructions for the construction and use of 
the Mercator projection became available. 
Mercator and Ptolemy are perhaps the two most 
important people in the history of cartography; 
their importance lies in the ability to more accu- 
rately portray the globe and thus traverse it, with 
trade being a primary factor. 

As the sea routes connecting the Mediterra- 
nean and Iberian shores to the beyond were first 
being charted and consistently visited, other re- 
gions began to develop their cartographic tradi- 
tions. It must be noted that the maritime traditions 
of the south and north European sailors varied. 
While the southern sailors had begun to embrace 
portolan charts by the early fourteenth century, 
their northern counterparts did not do so for some 
time. Namely, the French, Dutch, and English were 
still depending on written sailing directions at the 
turn of the sixteenth century. The sailing direc- 
tions—Seebuch in German, leeskaart in Dutch, rouiter 
de mar in French, and the French derivative rutter 
in English—were like the Italian portolanos, though 
by the latter fifteenth century the north European 
sailing directions did begin to incorporate coastal 
profiles, that is, landmarks as viewed form the sea. 
The introduction of graphicacy, the ability to read 
graphic aids, evolved throughout the sixteenth 
century in these three nations in regard to charts. 

With the addition of coastal profiles to their sail- 
ing directions, northern mariners then were primed 
for the introduction of charts. The first northerly 
transference of cartographic knowledge was to 
France. Portuguese chart makers, much like they 
had in Spain, moved to France and took their skills 
and knowledge with them, and the subsequent 
influence of the Portuguese charting tradition is 
evident. Focusing in Normandy, and particularly 
in Dieppe, French nautical cartography began and 


CARTOGRAPHY 155 


flourished in the sixteenth century. Surprisingly, 
some of their work from the 1540s, namely, by 
Nicolas Desliens and Jean Rotz, survives in excel- 
lent condition. By midcentury, Dutch nautical tra- 
ditions and their nascent charts represented one of 
the next great leaps forward in cartography. 

The emergence of Dutch nautical prowess rests 
firmly on the publication of the De Spieghel der 
Zeevaert in 1594 by Lucas Janszoon Waghenaer. Not 
only does this mark the competency of the Dutch, 
its publication also represents a monumental mo- 
ment in nautical cartography. The Spieghel der 
Zeevaert is the first printed sailing direction with 
accompanying sea charts. Subsequently, its printed 
publication helped to reduce copyists’ errors; in 
addition, it introduced various symbols to repre- 
sent soundings, hazards, anchorages, and other 
navigational data (some of the symbols first printed 
in the Spieghel der Zeevaert are still used today). The 
Spieghel der Zeevaert was quickly translated and of- 
ten reprinted and updated throughout the ensu- 
ing decades. The most notable translation was in 
English; the Mariners Mirrour published in 1588 was 
at the direct behest of the government and proven 
to be a superior instrument in the hands of En- 
glish mariners, wherein it speedily helped to 
spread graphicacy. With its publication, Dutch 
publishers quickly became the leading chart mak- 
ers in Europe, and as the Dutch sailed to the East, 
so too did their charts reflect their commercial in- 
terests. The success of the Spieghel der Zeevaert was 
widespread and started over a hundred years of 
Dutch cartographic dominance. 

In the mold of the Portuguese and Spanish 
institutionalization of cartography, the Dutch 
similarly institutionalized their cartographic en- 
deavors, but under the corporate aegis of the East 
and West India Companies, respectively. Domi- 
nated by a series of great cartographic houses, 
Dutch cartography in the seventeenth century 
represented a pinnacle in style and accuracy—it 
was their mapping style that was copied as they 
soon remade the Portuguese style into their own. 
From training to administration, Dutch cartogra- 
phy instilled a degree of accuracy and beauty that 
remains inspiring today. Many notable cartogra- 
phers existed and worked under the golden age 
of Dutch cartography, men like Hessel Gerristz, 
the Bleaus, and the Vingboons. The standardiza- 
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tion of knowledge that Dutch cartographers in- 
stituted by their administrative and educational 
oversight cannot be understated, especially un- 
der Hessel Gerristz. Moreover, rather than being 
controlled by the Crown, cartographic knowledge 
was now under the auspices of the great over- 
seas companies, as a tool for greater commercial 
wealth before 1620. Effectively, the Dutch Indies 
companies used maps and charts as both direc- 
tional aids and management tools; by doing so, 
they codified the role of cartography and trade. 
After 1620 and with the Bleaus firmly in con- 
trol of nearly all the data coming in from Dutch 
overseas exploits and amid less interest in secrecy, 
the Bleaus, and subsequently the Dutch, were able 
to become nearly monopolistic in their influence 
on nautical cartography. Though the Bleaus were 
at first more interested in making upscale atlases 
for elite clients, the Dutch did turn to producing 
late in the seventeenth century similarly informed 
sea atlases. Yet, the result of the Bleaus and the 
Vingboons focusing more on the elite, rather than 
on producing navigational manuals, helped to al- 
low the infantile English cartographic tradition to 
slowly develop and eventually emerge as a carto- 
graphic power in the eighteenth century. 


ENGLISH CARTOGRAPHY 


The English came late to nautical cartography, but 
during their haltingly expansionistic seventeenth 
century, they learned to master the sea by first 
learning graphicacy, developing accompanying 
charts, and creating new and improved naviga- 
tional aids. It is traditionally thought that the En- 
glish are a nation of mariners, but this is not so. 
While the Portuguese and Spanish explored and 
settled distant lands, the typical English mariner 
was a coastal sailor. In fact, the establishment of 
Trinity House in 1514 was a direct attempt to help 
train and improve inshore navigation techniques 
by English pilots and sailors. During the sixteenth 
century that changed, in large part by attempts to 
establish direct trading routes outside the tumult 
of the Netherlands and through the rise of a navy. 
Yet, it was not until the seventeenth century that 
the English can be said to have developed a nauti- 
cal cartographic tradition, commonly referred to 
as the Thames School—a collection of over thirty 


master-apprentice relationships that spans from 
1590 to 1715 whose charts are distinctly similar. 

More often than not, the Thames School was 
a collection of copyists, not cartographers, who 
transferred and updated information on mari- 
ners’ charts and mainly produced manuscripts, 
not print charts. Despite its secondary role in the 
history of cartography in light of the Dutch, the 
Thames School is a direct result of the continuing 
attempts and eventual rise of English overseas 
trade throughout the seventeenth century. Its 
charts were taken to express English commercial 
interests most readily. Yet, unlike the Dutch com- 
panies, the Thames School was never solely part 
of a corporate or Crown institution. By the end of 
the century, Thamesmen like John Thornton were 
tied to the British East India Company, but he and 
his stylistic compatriots were not a function of an 
overt institutionalization of knowledge. For the 
English, the institutionalization of knowledge 
came in the eighteenth century under the aus- 
pices of the Broad of Admiralty, Hydrographic 
Office. 

After the mid-seventeenth century, however, 
the English did start to print sea atlases. One of 
the most notable Thamesmen was John Thornton, 
who after the initial criticism of John Seller’s print 
sea atlas the English Pilot (1672), purchased the 
plates and started to publish the English Pilot anew 
(1701). Eventually comprising five parts, each part 
addressing a certain regional trade route, the En- 
glish Pilot was maintained and updated through- 
out the eighteenth century. The initial criticism of 
Seller’s English Pilot also prompted the eventual 
publication of Greenville Collins’s Great Britain's 
Coasting Pilot in 1693. Commissioned by the king 
and granted Trinity House’s assistance, Collins 
plotted Britain’s coastline and headlands and pro- 
vided their exact latitude. While Collins called for 
Trinity House’s role to be expanded to include the 
regular updating of charts, it was not until much 
later that a regularized body existed to amend Brit- 
ish charts. But it would be the French who first 
challenged Dutch cartographic prowess when in 
1693 La Neptune francais was published. As a direct 
result of French attempts to map and chart their 
lands, French mathematical and astronomical 
sciences converged to provide the scientific ad- 
vances necessary to produce highly accurate maps, 


all of which was under the aegis of the Ingenieurs 
du Roi (Engineers of the King) starting in 1666. By 
1753, the Depot de Cartes et Plans de la Marine 
had supplanted the previous agency and repub- 
lished an updated La Neptune francais. By 1800, La 
Neptune francais had been significantly expanded 
and updated to now appear in an eleven-volume 
regional collection of charts covering the world. 

By the end of the eighteenth century, English 
maritime expertise had supplanted the Dutch and 
all others. After having published many charts by 
1774, Murdoch Mackenzie published his Treatise 
on Maritime Surveying, wherein he systematically 
described his highly accurate methods that had 
already been widely recognized. Of course, the 
most famous English surveyor is James Cook, who 
first created charts of the newly acquired Gulf of 
St. Lawrence and Nova Scotia in 1760. When Cook 
sailed east in 1769, he was experienced and was 
prepared to chart the distant waters of the Pacific. 
Of course, what made Cook’s second and third 
voyages so successful, in terms of charting, was the 
addition of John Harrison’s chronometer, which 
ensured accurate measurements of longitude. 

In 1795, after years of providing material to 
chart makers, the British Admiralty Board ap- 
pointed a hydrographer to the Admiralty, 
Alexander Dalrymple. Dalrymple, who had pre- 
viously been the hydrographer to the British East 
Indies Company, had established his reputation 
on previous publications, such as his A Collection 
of Plans of Ports, etc., in the East Indies (1774) and 
his Essay on Nautical Surveying (1771). By 1808, the 
Hydrographic Department was reorganized and 
grew to become the world’s foremost chart-pro- 
ducing organization. 

After 1823, nautical cartography entered a 
new phase as the charts of British Admiralty 
ceased to be a protected commodity and became 
available to the public. In addition, Britain, France, 
Denmark, Russia, and the United States all be- 
gan regularly exchanging cartographic knowl- 
edge, clearly a sign that the importance of clear 
and safe commerce was paramount to the lead- 
ing maritime nations. The invention of steam- 
ships, which were highly maneuverable, allowed 
surveyors to concentrate more readily on navi- 
gational hazards, and the level of detail on charts 
throughout the nineteenth century rapidly ex- 
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panded. Charts, which had in the eighteenth cen- 
tury marked coastlines and soundings and only 
could provide details of harbors and anchorages, 
now were able to address all hazards. Isolated 
rocks, buoys, shoals, and tidal streams all became 
feasible to chart. The advances of charting in the 
fifteenth through the eighteenth centuries were 
alla part of the age of sail; steamships provided a 
degree of accuracy that was unfathomable to ear- 
lier mariners. When combined with the light- 
house movement that seemed to ripple across the 
world in the nineteenth century as well, oceanic 
navigation, and thus commerce, became mark- 
edly safer and more profitable. 


MODERN NAUTICAL CHARTS 


The modern chart was slowly refined from its 
origins in the thirteenth-century portolan charts 
through Portuguese exploration, Dutch maritime 
skills, French scientific inquiry, and coalescing in 
the British Admiralty. The British, who by the 
nineteenth century were far and away the unri- 
valled maritime masters of the world, were able 
to apply and mainstream the hard-found nauti- 
cal sciences into a consistently reliable published 
charting tradition that remains to this day. The 
development of the steamship and Britain’s mari- 
time capability ensured this, and even more so 
was demanded by Britain’s mercantile sector. Of 
course, as time has passed other technologies have 
greatly improved our cartographic knowledge: 
the introduction of radio waves, aerial photogra- 
phy, echo soundings, and global positioning sys- 
tems has led to highly accurate charts of all waters 
of the planet and even of the ocean floor. At a 
conference in 1919, the standardization of sym- 
bols occurred and the duplication of charts by 
various national authorities was agreed to, and 
in 1970 the concept of an International Chart was 
adopted to create greater uniformity on all nauti- 
cal charts. 

The history of cartography and the history of 
trade are analogous in many ways. Neither can 
fail to mention the birth of globalization that 
started to ferment in the thirteenth-century Medi- 
terranean and slowly expand over six centuries 
to include nearly the entire planet. Neither can 
the histories fail to mention the effect of the nine- 
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teenth century Industrial Revolution and its ac- 
celeration of events. The history of cartography 
is old; it dates to the earliest times, but describing 
its relationship to trade, other than tangentially, 
is difficult. The rise of consistent maritime trade, 
however, offers a concrete position from which 
to discuss the emergence, importance, and con- 
vergence of the history of cartography and trade. 
The consistency and reliability of maritime trade 
could not have been possible and thus could not 
have developed as greatly and as importantly to 
a nation’s well-being unless a charting tradition 
emerged. Yet, charts are more than mere direc- 
tion finding aids, more than a means to ascertain 
position; they are themselves reflections of desire 
and knowledge, more often than not, reflections 
of commercial interests—why else would loca- 
tions have been charted if not to go there to get 
something? In sum, the history of nautical car- 
tography is the history of commercial expansion. 


Alistair Maeer 
See also: Exploration and Trade. 
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CASTLES 


Medieval fortifications built by nobles and 
towns for protection against political rivals and 
invaders. 


While castles drew on earlier forms of fortifica- 
tion from the ancient and classical worlds, medi- 
eval fortifications addressed changing strategic 


concerns with new defensive structures, espe- 
cially in the emerging area of Europe. The gradual 
collapse of the Western Roman empire in the fifth 
and sixth centuries led to political instability and 
localism. City populations shrank and agricultural 
communities sought protection from local war- 
rior nobles who could provide immediate protec- 
tion, especially in their fortified homes. While 
Charlemagne forged an impressive empire that 
temporarily superseded regional concerns and 
reinforced notions of a common Europe, this im- 
perial state quickly devolved into a series of com- 
peting kingdoms in the ninth century. Viking 
raids, Magyar incursions, and Muslim attacks 
hastened the collapse of centralized governments 
and brought about a hyperlocalism that favored 
the use of castles for protection. 

Nobles throughout Europe built castles on 
their seigneurial landholdings, or fiefs, that they 
received from powerful upper nobility and royal 
families in exchange for feudal military service. 
Early medieval motte-and-bailey castles were of- 
ten little more than wooden stockades perched 
on hilltops. Castles served as noble family resi- 
dences, administrative and political centers, seats 
of justice, religious sites, and economic units that 
dominated the lives of peasants who lived in vil- 
lages sheltered near the protection of castle walls. 
The seigneurial system of landholding and agri- 
culture, known as manorialism, promoted an 
ideal of self-sufficiency—a seigneury was ex- 
pected to produce everything necessary for the 
survival of its inhabitants through labor obliga- 
tions. Medieval seigneuries gradually developed 
intensive agriculture techniques using a three- 
field system of crop rotation that increased yields 
considerably. 

Keeps became the dominant fortified struc- 
tures as castle builders turned to using stone in 
the tenth and eleventh centuries to build tall, for- 
tified residences, often with towers. Warrior 
nobles favored keeps to protect their landhold- 
ings, while Christian clergy adopted fortified 
monasteries and churches to provide security 
against raids and invasions. Gradually, medieval 
architects began to construct larger castles, with 
concentric fortifications built around central 
keeps. The most significant period of castle build- 
ing occurred between the twelfth and fourteenth 
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High medieval castles like this one in Durham, England, promoted economic growth by employing large numbers of masons, skilled artists 
and artisans, construction workers, and unskilled day laborers in huge construction operations that could last for decades. 
(Library of Congress) 


centuries, as castle builders developed new tech- 
niques and borrowed fortification models from 
the Middle East during the Crusades. High me- 
dieval castles promoted economic growth by 
employing large numbers of masons, skilled artists 
and artisans, construction workers, and unskilled 
day laborers in huge construction operations that 
could last for decades. Major castle-building cam- 
paigns accompanied conquests, such as in Wales 
and in eastern Germany, and led to significant 
expansion of the three-field system of intensive 
agriculture. 

European princes and nobles built castles to 
protect strategic sites and communities in their 
realms. The late Roman imperial ideal of defense- 
in-depth had led to the fortification of cities in 
many areas of Europe. Medieval architects often 
built on the ruins of these earlier Roman fortifica- 
tions, adapting them or recycling stone for use in 


walls ringing small, densely populated medieval 
cities. The city walls of Constantinople were fa- 
mous, but the fortified town of Carcassonne is one 
of the best remaining examples of high medieval 
urban fortification. 

By the twelfth century, long-distance luxury 
commerce and local agricultural trade was being 
conducted in markets held either in city squares 
or near city walls. City gates controlled access to 
markets, redirected commerce, and influenced 
surrounding village networks. Castles and forti- 
fied towns could dominate the rivers and ports 
that were vital for commerce, imposing tolls and 
taxes. Lines of castle fortifications stretched across 
some regions, influencing commercial patterns 
and disrupting communications. But fortified cit- 
ies also promoted long-distance spice and cloth 
trade by holding fairs, such as the Champagne 
fairs situated at fortified cities on the crossroads 
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connecting north and south European markets. 
As agricultural productivity led to population 
increases in the high medieval fortified castles, 
towns such as Paris had to build new systems of 
walls, and they frequently dismantled old fortifi- 
cations. Obsolete fortifications could disrupt the de- 
velopment of cities when magistrates were unable 
to afford to get rid of walls that divided neighbor- 
hoods. Tenants occupied unused medieval walls, 
and portions of walls were incorporated into new 
buildings built in increasingly crowded faubourgs 
(early suburbs). Overcrowding of late medieval 
fortified cities left these urban centers highly vul- 
nerable to diseases, such as the Black Death. 


Brian Sandberg 
See also: Gunpowder. 
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CENTRAL AFRICA 


A central region of the African continent that 
has trade relations with both the Atlantic and 
Indian Ocean trade. 


In the most restricted geographical sense, Cen- 
tral or Equatorial Africa comprises the area 
drained by the Congo River system. In a broader 
definition, the southern border of the region may 
be drawn along the latitude of Victoria Falls on 
the Upper Zambezi, with the East African Rift 
System as the eastern border, and a northern limit 
may well be extended into the savanna zone be- 
yond the Ubangi plateau. This takes into account 
both boundaries of precolonial states such as the 
Kingdom of the Kongo, ethnolinguistic blocks 
such as the Bemba, and southeastern dimensions 
of patterns of trade as well as European influence. 

At present, Angola, the Central African Re- 
public, the Congo, the Democratic Republic of 


Congo, Gabon, Sao Tomé and Principe, and Zam- 
bia are regarded as Central African states with a 
total land area of 3.5 million square miles and an 
estimated combined population of 80 million. 


PRECOLONIAL ERA 


The Bantu migrations of the fifth through tenth 
centuries c.£. had a profound effect on the region’s 
history, on the one hand mostly replacing the 
original Pigmy populations, and bringing about 
the spread of ironworking and advanced farm- 
ing technology on the other hand. On the sa- 
vanna fringes and plateau areas, mixing farming 
with cattle raising could act as a further catalyst 
for population growth. The major precolonial 
polities include Katanga, noted for the earliest 
distinct metalworking culture, the related Luba 
and Luanda kingdoms, and Kongo, as well as the 
states of the Ngbandi, Ndogo, Mbundu, and Lozi. 
Their expansion followed diverse patterns: a fu- 
sion of clans and smaller chiefdoms under a single 
leader is evidenced in sixteenth-century Luba, a 
dispersion of dynasties to found Bemba, Kazem- 
be, and other states leaves a Luanda legacy paral- 
leling that of Ife in West Africa, the institution of 
perpetual kingship allowed for loose combina- 
tions, while association with cults, such as the 
ngola (iron), could also bring about a consolida- 
tion of political, economic, and spiritual influence 
for others. 

The kingdom of the BaKongo people was the 
basis of the largest empire, dating back to the four- 
teenth century with an earlier core around Malebo 
Pool, utilizing iron and copper sources as well as 
a favorable location on a well-navigable section 
of the Congo River. A southward shift and the 
transfer of the capital to Mbanza Kongo (Sao Sal- 
vador) was a combined effect of successful mili- 
tary campaigns, as against the Mbundu, driven 
by a population explosion and a shortage of food 
supplies, political alliances, as in the case of the 
Loango and Ngoyo polities, and drawing on in- 
fluence by trade. This involved the import of food, 
salt, and textiles in exchange of copper, iron, and 
later ivory, beeswax, and an increasing number 
of slaves. 

With regard to precolonial long-distance com- 
merce, the Central African region may be divided 


into two large trading networks, operating with 
different models. The western area centering on 
Kongo was linked to the Atlantic system after the 
arrival of the Portuguese and other Europeans 
from the late fifteenth century, and even before 
there existed a number of important trade routes 
along the coast. The eastern parts by contrast had 
a long tradition of connection to the maritime 
trade of the Indian Ocean, with routes linking the 
inland states and mining areas, with the Swahili 
coast, settled by Arab merchants from the tenth 
century. This trade was facilitated by favorable 
patterns of the monsoon winds, while volumes 
increased as the Abbasid capital relocated from 
present-day Syria to Iraq, heightening the strate- 
gic importance of the Persian Gulf. The items 
traded included gold, ivory, slaves, ceramics, in- 
cense, textiles, cowries, and various construction 
materials. Swahili influence could later be chal- 
lenged and replaced by Portuguese coastal bases 
at Kilwa or Sofala, while the Prazeiros, or estate 
owners penetrated the Zambezi valley. 

Even as the long-distance oceanic trade could 
be monopolized by a specific group of merchants, 
at least until the eighteenth century, east-west 
overland commerce, however, was conducted in 
a series of more localized transactions through 
middleman states and traders operating over a 
restricted area. It is from the 1850s that we have 
examples of a change in this pattern: Ovambo 
traders from southern Angola established connec- 
tions with the Lama of present-day Zambia, 
Swahili merchants extended their operations on 
the Luanda empire’s frontiers, while the king of 
Nyamwezi is reputed to have sent out his trad- 
ing caravans from Katanga to the ports of both 
oceans. The first documented west-east travers- 
ing of the region is that of the Angolan Pedro 
Baptista and A. José from 1802 to 1811, while late 
nineteenth-century European penetration was 
largely made possible after the explorations of 
David Livingstone and Laszl6 Magyar. 


COLONIAL ERA 


Despite this late date for direct colonization, the 
opening of relations with Europe from 1482 re- 
sulted in important immediate influences, as the 
example of the Kongo illustrates: men were sent 
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for training and the study of laws and customs in 
Europe, and Christianity gained a foothold with 
the baptism of the royal dynasty in 1491. 
Henrique, the son of King Afonso I, became the 
first black African bishop. A technology transfer 
also involved the arrival of craftsmen, a different 
type of education and literacy to facilitate direct 
communications with Europe, the recently in- 
vented German printing press, as well as metal- 
working and textile producing techniques. 
Horses, cattle, and pigs were brought from Eu- 
rope, while in the latter sixteenth century maize, 
cassava, tobacco, and manioc were introduced 
from the Americas, providing higher calorie re- 
turns for the same labor invested in cultivating 
indigenous crops. Cocoa reached West Africa by 
way of Sao Tomé. At the same time, Europeans, 
also including Dutch, French, and British mer- 
chants, sought ivory, copper, silver, gold, pepper, 
and slaves—first exported to gold trading states 
of the Upper Guinea, then to the American plan- 
tation system. 

Even though at first the rising volume favored 
Africans in terms of trade, both in the quantity 
and assortment of goods received, in the long run 
mechanisms of slave acquisition fueled wars and 
political instability, compounded by a drain of 
population. Kongo overlordship was also chal- 
lenged in its control of the distribution systems 
and royal monopolies on the most lucrative 
branches of trade. The kingdom was further 
shaken in 1560s by a smallpox epidemic spread 
from visiting vessels. By the time of the Portu- 
guese conquest in 1655, their operations already 
extended to Loango in the north and Luanda in 
the south, and the colony of Angola was founded 
in 1575. Trading posts and colonial settlements 
were highly Africanized, however, manifesting in 
the rise of the Creole dynasties of the Ambaquista, 
the increasing independence of the Pombeiros, 
initially Portuguese agents, as well as the adop- 
tion of African military, political, and commercial 
strategy. 

With the active participation of indigenous 
and Euro-African middlemen, the region’s exter- 
nal trade in slaves reached its peaks in the late 
eighteenth and the mid-nineteenth centuries. 
Central Africa was severely affected by it, contrib- 
uting both to the approximately 12 million people 
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shipped across the Atlantic between the late fif- 
teenth and late nineteenth centuries, and the 10 
million slaves exported through the trans- 
Saharan and Red Sea routes to the Muslim world 
over eleven centuries. Additional African desti- 
nations may also be mentioned, however, such 
as plantations of cloves on the Swahili coast, or 
islands of the Indian Ocean, while long-distance 
trade in ivory and other goods in itself mobilized 
a considerable number of people as porters and 
boatmen. On the African supply end, the long- 
distance slave trade preferred the participation 
of large-scale entities, such as a state or empire, 
and while it is not tenable to present the rise of 
precolonial African empires as a result of wars for 
slaves, organized participation by states contrib- 
uted to efficiency while it also brought about im- 
portant social and economic transformations in 
their structures. 

The rise of informal European empires was 
another significant tendency. Between 1839 and 
1842, the kings of both banks of the Gabon ac- 
cepted a French protectorate, and after 1840, mis- 
sion stations proliferated again. The importance 
of men on the spot continued into the period of 
formal colonial empire building. Leopold II of Bel- 
gium hired the American journalist Henry M. 
Stanley to enter into treaties with local rulers of 
the Congo basin on his behalf, and Cecil Rhodes 
championed the British scheme of a north-south 
axis of African territories through largely private 
enterprises, resulting in the creation of North and 
South Rhodesia. The Berlin Conference on the 
Congo convened by Otto von Bismarck in 1884— 
1885 proved to be a significant event in the parti- 
tion of Africa by setting a widely followed 
precedent for claims and occupation. The era saw 
transformations not only in status, but also in 
trade patterns: at first, palm oil and rubber ap- 
peared as major export items along with copper, 
and they were followed by a new emphasis on 
forestry, the cultivation of coffee, tea, and cotton. 
The first half of the twentieth century saw a spec- 
tacular rise in the value of Central Africa’s exter- 
nal trade, up to 500 percent. This involved the 
discovery of new resources, such as diamonds in 
Angola in 1912, and economic development pro- 
grams for the wartime mobilization of resources, 
even though raw materials continued to be pro- 


cessed mostly outside the region. A new wave of 
European settlement and intervention was also 
discernible as a response to political changes at 
home, as illustrated by the 1926 military coup of 
Antonio Salazar in Portugal that forced a switch 
to cotton cultivation from foodstuffs in Central 
African colonies. During World War II, the Allies 
drew especially heavily on Congo’s mineral re- 
sources for arms manufacturing, and even the 
atomic bombs deployed against Japan contained 
uranium from Katanga Province. The United 
States subsequently became one of the main in- 
vestors in the exploitation of new strategic min- 
erals: gold, silver, diamond, cobalt, cadmium, 
thorium, tantalum, niobium, europium, uranium, 
and the recently valued coltan, which is essential 
for cell phone and airplane manufacturing and 
the military industry in general. 


POSTCOLONIAL ERA 


With the decline in demand, the main period of 
Central African decolonization in the early 1970s 
was also the end of a trend that favored produc- 
ers of primary commodities. The erosion of prices 
could be complemented by the exploration of new 
resources such as oil, while other states might be 
ruined exactly because of their dependence on 
fuel imports. Exceptional mineral resources could 
also carry temptations of different sorts. At the 
end of the Mobutu era, 138 uranium bars disap- 
peared from American-built nuclear reactors. The 
Congo’s civil war also provides an example of an 
incursion by foreign troops in order to take con- 
trol of key resources. 

Dilemmas of development and modernization 
remain unresolved into the twenty-first century. 
Ambitious programs overcommitted most states; 
urban emphases created uneven development, 
often extracting from overtaxed and regulated ru- 
ral resources. Civil wars, ecological crises, and de- 
mographic problems continue to plague the region, 
including male migration to the detriment of 
women, children, and elderly populations, and the 
toll of epidemics such as AIDS. Ultimately, in the 
discourse on the plight of Africa, a dominant de- 
bate remains concerning whether this scenario is 
the result of external exploitation, dependency, or 
intervention associated with the International 


Monetary Fund and the World Bank, or the re- 
sult of African postindependence mismanage- 
ment and corruption among the elites. 


Gabor Berczeli 


See also: Atlantic Trade; Bantu Migrations; Cowries; Euro- 
pean-African Trade; Exploration and Trade; Ivory; Portugal; 
Slavery; Triangle Trade. 
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CHINA 


East Asian country officially known as the 
People’s Republic of China (PRC). 


With a multiethnic population of approximately 
1.3 billion (2004 estimate), of which Han Chinese 
comprise 91.9 percent and ethnic groups (Buyi, 
Hui, Korean, Manchu, Miao, Mongolian, Tibetan, 
Uyghur, Yi, Zhuang, and other nationalities) con- 
stitute 8.1 percent, China stands as the most 
populous nation in the world. The second-larg- 
est country behind Canada in land area, China 
has a territory of 3.7 million square miles stretch- 
ing from the Amur River in the North to the 
Paracel Islands in the South China Sea and from 
the Pamirs in the West to the Pacific Ocean in 
the East. China has a diverse land surface that 
varies from deserts, mountains, and high pla- 
teaus in the west to deltas, plains, and hills in 
the east. The climate in China ranges from sub- 
arctic in the north to tropical in the south. Di- 
versity characterizes the Chinese economy, given 
the uneven distribution of material and human 
resources in a vast land of geographic variations. 
The PRC now stands among the leading agri- 
cultural and industrial producers in the world. 
Propelled by market-oriented and prosperity- 
focused economic reforms that the Chinese 
Communist-led government has pursued since 
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1979, China has become a primary player in in- 
ternational commerce. 


TRADE IN CHINA THROUGH 
THE QING DYNASTY 


Trade—domestic and external—has a long history 
in the Chinese civilization, dating back more than 
3,500 years. As early as the Bronze Age, which 
encompassed the Shang dynasty (c. 1766-1122 
B.C.E.), commercial exchange already existed. Dur- 
ing the Iron Age, the Zhou dynasty (c. 1100-256 
B.C.E.) advanced the specialization and diversifi- 
cation of trading activities—both local and re- 
gional in scale—by promoting urban growth, 
sophisticated craft production, and a free-land- 
holding agrarian economy. Beginning with the 
Qin dynasty (c. 221-207 B.c.£.), Imperial China un- 
dertook commerce with neighboring lands and 
beyond. The Han dynasty (206 B.c.£.—220 C.E.) es- 
tablished trade with Europe by way of the famous 
Silk Road that traversed Xinjiang and the rest of 
Central Asia. The powerful Tang dynasty (618- 
907) developed commercial contacts with Korea, 
Japan, and states in Southeast Asia. 

Indian and Arab merchants who exchanged 
wares with China—by land or sea—played a role 
of commercial intermediary between the Tang 
and the West. Chinese external commerce flour- 
ished during the northern and southern Song 
dynasties (960-1127 and 1127-1279, respectively), 
when China reached an economic plateau in ag- 
ricultural production, manufacturing, and mar- 
keting expertise not achieved by Europe until the 
eighteenth century. Advanced in navigational sci- 
ence and technology (exemplified by the inven- 
tion of the compass and the capability of 
oceangoing ship construction), Song China 
emerged as a significant sea power able to export 
large volumes of its commodities as far as India’s 
Malabar Coast. During the following Mongol 
reign, or Yuan dynasty (1279-1368), China kept 
commercial contacts over land with the rest of the 
Mongol empire, which spanned across Eurasia. 

Nonetheless, trade—within and beyond Chi- 
nese borders—had never been the preferred route 
to national wealth and power, as it clashed with 
the official Confucian ideology that informed 
Imperial China’s statecraft and socioeconomic 
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values from the Han era on. Confucianism de- 
preciated commercial activities as being nonpro- 
ductive and driven by merchants and thus a cause 
for moral erosion and social disharmony. There- 
fore, rulers of Imperial China merely regarded 
trade as an auxiliary source for state income. By 
this logic, overseas trade could be forgone or re- 
stricted for the sake of moral integrity and secu- 
rity as well as for the social stability of a dynasty, 
if a ruling regime thus considered it so. Hence, 
when the Ming dynasty (1368-1644) overthrew 
the Mongol rule, the new despotic regime deter- 
mined to uphold the glory, influence, and eter- 
nity of a pristine centrist Chinese empire. Seven 
times in the early 1400s, the Ming government 
dispatched its fleets—the most powerful at the 
time—abroad, but only for the purpose of show- 
ing Chinese strength rather than seeking trade 
opportunities or overseas expansion. Sensitive to 
the safety of its land-based empire, the Ming court 
later banned China’s seafaring activities, includ- 
ing seaborne business. 


TRADE FROM THE QING 
DYNASTY THROUGH THE 
COMMUNIST REVOLUTION 


However, China, particularly after the Manchus 
established the Qing dynasty in 1644, faced a 
changing world in which western Europe with 
its North American offshoots were gaining domi- 
nation. Driven first by mercantilist interests and 
later by capitalist expansion, the Western powers 
competed around the globe for new colonies or 
markets. With its profitable commodities for ex- 
port and potential trade opportunities for West- 
ern powers, China became increasingly important 
in the world trade. But instead of competing with 
Western nations, the Qing court adopted a con- 
servative policy of restricting its contacts with the 
outside by way of the single Chinese port prin- 
ciple (the Canton system). Thus, while enjoying 
the profits of exports as an additional state av- 
enue, the Qing administration intended to allay 
detrimental foreign influence. 

The Qing government met a serious challenge 
when Great Britain achieved, by its naval prow- 
ess, a predominant position in Asia and enter- 
tained an unquenchable ambition to have an open 


Chinese market. Simultaneously, the British mer- 
chants harvested a favorable balance of trade with 
China through an increasing system of illegal 
opium trafficking that exacted Chinese wealth 
and health. As the Qing court adhered to its 
closed door doctrine and, particularly in 1838, 
when it made imperial decisions to prohibit 
opium (a move that collided with the British de- 
sire to continue the trade of this addictive drug), 
the first British-Chinese War, or the Opium War 
(1839-1842) erupted, only to end with the Qing’s 
capitulation. From then until the fall of the Qing 
rule in 1912, Britain and other powers—includ- 
ing the United States and later Japan—wielded 
their superior military technology to reap spheres 
of influence as well as special economic and po- 
litical privileges from the Qing government. As a 
result, China’s foreign trade increased, but lim- 
ited to major port cities and basically controlled 
by foreign agents, it served the major powers’ eco- 
nomic interests. 

During the Republican era (1912-1949) that 
followed, China stayed politically divided and 
constantly afflicted by civil wars and foreign in- 
vasions. Thus, successive governments of the 
Republic of China faced obstacles to implement- 
ing effective policies for modernization and in- 
dustrialization. During this period, although some 
new industries made moderate progress and for- 
eign enterprises (and investment) grew in China, 
the Chinese economy as a whole had a low rate 
of development and remained agrarian and back- 
ward. Consequently, China played an inferior role 
as animporter and market player in international 
trade. 


TRADE IN THE PERIOD OF 
REVOLUTIONARY COMMUNISM 


Proclaimed in October 1949 when the Chinese 
Communist Party (CCP) came to power, the PRC 
sought to become a socialist industrial empire by 
adopting planned economy and centralized gov- 
ernance drawn on the Soviet experience. For this 
purpose, the central government assumed a mo- 
nopolist posture toward foreign trade. To expe- 
dite China’s economic recovery, meanwhile, the 
PRC pursued flexibility in foreign trade by mak- 
ing plans to establish commercial relations with 


not only the Soviet Union and socialist countries, 
but also other nations, including Western capital- 
ist powers. Moreover, the PRC government re- 
stricted imports to necessary items for military 
and civilian use, but tried to broaden the range of 
exports for domestic productivity and foreign 
currency reserve. But with the economic embargo 
on China imposed by the United States follow- 
ing the Korean War’s outbreak in June 1950, the 
PRC had to concentrate on an economic nexus 
primarily with the Soviet Union and secondarily 
with the Soviet satellites in Eastern Europe. 

When its socialist construction began in 1953 
after the Korean War, the PRC aimed for Soviet- 
type capital-intensive industrialization through the 
advancement of heavy industry supported by ag- 
ricultural production. Under this plan, the Soviet 
Union gained a predominant position in the PRC’s 
international trade. More than 75 percent of PRC 
exports, principally inexpensive farm and pro- 
cessed farm products, went to the Soviet Union in 
exchange for imports of expensive machinery, 
equipment, and other major producer goods. Ap- 
proximately 25 percent of agricultural exports went 
to Hong Kong, Macao, and countries in South and 
Southeast Asia, whose markets the PRC had since 
1953 tapped to earn foreign currency. 

Such export performance took severe tolls on 
China’s slow agricultural growth, already ham- 
strung by the policy of agrarian collectivism that 
the CCP leadership had practiced since 1954. In 
the late 1950s, when China realized it could not 
finance the Soviet-model of socialist nation build- 
ing, the CCP leader Mao Zedong decided to for- 
mulate a homegrown Chinese approach to 
achieving speedy industrial and agricultural de- 
velopment by mobilizing China’s enormous man- 
power. But his Great Leap Forward and the 
People’s Commune movements in 1958-1960 (de- 
signed to achieve Mao’s utopia) only produced 
disastrous consequences; China’s economy 
reached its lowest ebb and further deteriorated 
as the CCP-Soviet schism widened and the So- 
viet Union stopped economic assistance. Mean- 
while, with agricultural products to pay back the 
Soviet loans, the PRC incurred heavy trade defi- 
cits and further exacted difficulties on a Chinese 
agrarian population already in poverty. 

After the early 1960s, the PRC turned away 
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from exclusive foreign trade with the Soviet Union 
and Eastern Europe to cultivate economic ties 
with industrial countries (except for the United 
States). By 1973, Chinese trade with the developed 
countries had grown to 75 percent. During this 
period, the PRC government did its utmost to 
maintain a balance between imports and exports 
and, at the same time, to keep foreign trade as a 
supplementary part in proportion to the PRC’s 
planned national economy. By pursuing this ap- 
proach, PRC foreign trade remained relatively 
stable, even when the ultra-leftist Cultural Revo- 
lution (beginning in 1966 and ending in 1976, when 
Mao died) caused severe damage to the Chinese 
economy. 


TRADE SINCE MODERNIZATION 
IN THE 1970s 


Still lagging behind the world’s advanced econo- 
mies after thirty years, the PRC pursued a more 
pragmatic course for China’s modernization af- 
ter 1979, moving toward a market economy 
through continuous economic restructuring in the 
name of building “socialism” with Chinese char- 
acteristics. These reforms resulted in economic 
decentralization and privatization as well as 
China’s reception to foreign investments. Since 
1979, the Chinese gross domestic product (GDP) 
has grown by an annual average of approximately 
8 percent, and the PRC has increased productivity, 
comprehensive national strength, and people’s 
living standard. In 1999, China’s GDP reached 
$991.2 billion according to International Monetary 
Fund (IMF) statistics, and the Chinese economy 
ranked fourth in the world after the United States, 
Japan, and Germany. 

Foreign trade has remained essential to 
China’s dynamic economic growth since 1979. 
The PRC government has gradually rolled back 
the state-controlled foreign trade system, facili- 
tated direct contact between Chinese and foreign 
trading enterprises, and encouraged export diver- 
sification to increase China’s competitiveness in 
the world market. In 1999, the PRC’s international 
trade totaled $353 billion and trade surplus was 
$36 billion according to the IMF findings. China 
has established primary import-export partner- 
ships with the United States, Japan, South Korea, 
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Singapore, Hong Kong, Taiwan, Russia, and the 
European Union. 

The PRC has continued to orient itself to a 
world system of free trade and economic coopera- 
tion. In 1991, China joined the Asia Pacific Economic 
Cooperation (APEC) forum. In 2001, the PRC 
chaired and hosted the annual meeting of APEC 
leaders at Shanghai. In the meantime, the PRC lead- 
ership also tried to clear the path for its member- 
ship in the World Trade Organization (WTO) by 
improving its economic relations with the capital- 
ist world, particularly the United States, a major 
trade partner and a foremost market for Chinese 
exports. Since the 1980s, China has enjoyed a grow- 
ing trade surplus with the United States. In 1999, 
the United States had a trade deficit with China of 
$69.7 billion. While American investment in China 
has been increasing at a rapid pace and greater eco- 
nomic cooperation has been growing, the United 
States has long been protesting China’s unfair trade 
practices (e.g., protective tariffs and market inac- 
cessibility for certain American industries) and pi- 
racy of intellectual property rights. 

To smooth their trade relations, the PRC and 
the United States negotiated and signed the 1992 
Intellectual Property Protection Memorandum. In 
1995, China declared its commitment to lowering 
tariff hurdles and opening markets to several 
American products in exchange for American sup- 
port of China’s entry to the WTO. In 1999, the 
PRC signed a bilateral Agricultural Cooperation 
Agreement with the United States, allowing cer- 
tain American agricultural products into the Chi- 
nese market; the two countries also reached a 
historic bilateral market-access agreement as a 
necessary precondition for China’s WTO partici- 
pation. In return, the U.S. Congress voted in May 
2000 to give China a permanent most-favored- 
nation (MEN) status, a contentious issue that the 
two countries had wrangled over since 1989. Bol- 
stered by a bilateral WTO accord with the Euro- 
pean Union and other trading partners in 2000, 
China as a global economic player with an increas- 
ing manufacturing capacity and market became 
an official WTO member in 2002. 


Guogiang Zheng 


See also: Indian Ocean Trade; Mughal Empire; Silk Road; 
World Trade Organization. 
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CHINESE DYNASTIES 


A time period ruled by a specific family in 
China. 


It is generally accepted that China has the record 
for the longest, continuous civilization in world 
history. This claim often rests on the longevity of 
Imperial China, the phase in Chinese history from 
221 B.c.£. to 1911 c.z. Given China’s geography, 
large population, and the long stability of Impe- 
rial China, China had perhaps the greatest re- 
source base, production, and market potential of 
any civilization for most of the world’s history. 
The attitudes and policies toward trade practiced 
by the dynasties of Imperial China are crucial to 
understanding the history of world trade. 

For most of its over 2,000-year history, Confu- 
cianism, an ideology rooted in conservatism, iso- 
lation, and xenophobia, governed Imperial China. 
Orthodox Confucianism abhorred cross-cultural 
interaction. It also loathed commerce, believing that 
merchants were parasites who exploited those who 
actually produced food and products. Those atti- 
tudes led Confucians to be suspicious of interac- 
tion with other cultures and to prefer autarky and 
isolation to exchange and interaction. Neverthe- 
less, the Chinese were not totally isolated from the 
flow of world commerce. People whose foremost 
interest was not the maximization of profit or vol- 
ume of trade, however, channeled that flow into 
narrow and highly controlled entry points. 

China, with abundant and diverse natural re- 
sources, did not need to trade with other civiliza- 
tions. Nevertheless, and despite their hostility to 
world trade, Confucians did see value in some 
exchange. Imperial China was stabilized in the 
mid-100s B.c.£. under the Han dynasty (206 B.c.£.— 
220 c.£.). The Han pursued two types of trade: 
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tributary trade and long-distance trade. Neither 
of these operated in typical market economy fash- 
ion. Most succeeding dynasties followed the Han 
model of trade policy. 


TRIBUTE SYSTEM 


The tribute system, which was how China con- 
ducted trade relations with its neighbors, was 
clearly not a market-based exchange of goods. Its 
goals were to demonstrate the superiority of Chi- 
nese civilization and prevent barbarian attack. To 
accomplish these, the Chinese made trade a 
highly ritualistic ceremony in which they ex- 
changed sophisticated luxury goods for everyday 
items that to them were of marginal value. From 
a business perspective, the Chinese were running 
a trade deficit. They gave items that had more 
value in their economy than the items they re- 
ceived. There was an exception to this in the trib- 
ute taken from some steppe nomads, who gave 
the Chinese higher quality horses than were typi- 
cally raised in China. Outside of that, however, 
the tribute system was a ritualistic display of 
wealth that was in reality an uneven exchange of 
goods in favor of the tribute state. 

Silk was the most famous product associated 
with China’s long-distance trade. Although it is 
difficult to pinpoint the exact beginning of the silk 
trade, it was well under way by the time the Han 
stabilized China. The Han silk trade exemplifies 
Confucian attitudes toward trade. It was totally 
state controlled. Every household was required to 
pay a silk tax to the government, giving the gov- 
ernment control over most silk production and 
quashing any private-sector silk industry. The Han 
dynasty’s expansion into the central Asian steppe 
quieted trade caravan raiding nomads, allowing 
the famous Silk Road to flourish for much of the 
Han dynasty. 

The period from the early 200s to the late 500s 
is the closest Imperial China came to losing its 
claim to continuity. For most of this period there 
were multiple centers of powers, however, they 
were all at least nominally Confucian. The chaos 
and constant fighting between these centers, 
along with the collapse of both Rome and Parthia 
into civil war and anarchy, caused a dramatic drop 
in world trade, especially in long-distance trade 


Kublai Khan (pictured here) completed the Mongol conquest of 
China, establishing the Yuan dynasty (1279-1356). Despite their 
traditions of subsistence and nomadism, the Mongols oversaw a 
revival of world trade. (© North Wind Picture Archives) 


among civilizations. Steppe nomads, taking ad- 
vantage of the chaos, moved in and blocked tra- 
ditional trade routes like the Silk Road, and 
China’s involvement in world trade declined, as 
did the overall volume of world trade. 

The Tang dynasty (618-907) was instrumental 
in pushing the steppe nomads back and restoring 
exchange among civilizations. In many ways, the 
Tang rejected Confucian tradition. They were 
the most warlike of China’s native dynasties and 
the early Tang rulers actively sought commercial 
and cultural interaction with other civilizations. 
The Tang’s aggressiveness made the tribute sys- 
tem harsher toward the tribute states, but long- 
distance trade and cultural exchange increased. 
Such policies came to a crashing halt with the de- 
feat of the Tang by Muslim Arabs in the Battle of 
Talas (751). This defeat sent the Tang dynasty into 
civil war, of which steppe nomads, many of whom 
were converting to Islam, took great advantage by 
seizing control of the Silk Road and encroaching 
on China itself. As the dynasty descended into fur- 
ther fratricidal chaos, nomads gained control of 
much of northern China and Muslim traders be- 
gan to dominate China’s long-distance trade. 

The Song dynasty (960-1279) was unable to 
reverse the gains of the steppe nomads. Long- 


distance trade fell even more under the control 
of Muslims. Like the Tang, the Song controlled 
the interaction between these traders and Chinese 
producers and consumers. Although the Song 
held traditional Confucian suspicions of outside 
contact, they were too weak to prevent it. Song 
weakness was further exemplified by changes in 
the tribute system’s dynamics. Nomads now de- 
manded both the type and quantity of tribute they 
would receive, and the Song complied. 

Although other steppe nomads conquered 
much of China, the Mongols conquered them all. 
Kublai Khan completed the Mongol conquest of 
China, establishing the Yuan dynasty (1279-1368). 
Despite their traditions of subsistence and nomad- 
ism, the Mongols oversaw a revival of world trade. 
Collectively, Mongols ruled more of the world 
than any group before, putting much of the world 
economy nominally under one rule. More impor- 
tant, they strongly encouraged world trade. In 
part, this was done out of curiosity and a demon- 
stration of power by the Mongol Great Khans; 
none dared to raid a trade caravan in his domain. 
The Mongols also used trade to staff the bureau- 
cracies of their empire. The Mongols required 
some sort of administrative service from traders 
for them to trade in their domains. They did so 
because foreign merchants had little basis on 
which to unify with the people whom they ad- 
ministered and little incentive to see the trade 
promoting stability of Mongol rule shaken by re- 
volt. Marco Polo is perhaps the most famous ex- 
ample of this to Westerners, but thousands of 
Buddhist and Moslem merchants had similar ex- 
periences. Unfortunately, the merchants also had 
no incentive to expend resources keeping up 
China’s infrastructure, leading to the unrest and 
revolt that toppled the Yuan and led to the Ming 
dynasty (1368-1644). 


MING DYNASTY 


China became increasingly involved in world 
trade under the Ming, ultimately, however, Con- 
fucian disdain for commerce kept China’s 
economy from realizing maximum profit from this 
exchange. At first, the Ming emperors seemed to 
encourage both a return to Confucian tradition 
and increased trade. This culminated in a series 
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of exploratory voyages in the early 1400s led by 
court eunuch Zheng He. The Chinese ventured 
throughout the Indian and Pacific Oceans, some 
may even have reached the Western Hemisphere. 
Court rivalries between eunuchs and Confucians, 
along with the traditional Confucian suspicion of 
foreign trade, led to the end of this impulse when 
Zheng’s patron emperor died. 

Nevertheless, the trade contacts established in 
these voyages were maintained largely at the ini- 
tiative of foreign traders. These traders came to 
China and local officials allowed them to trade 
through government-regulated guilds. This trade 
used the shell of the tribute system to mask what 
was much more market trade than China tradi- 
tionally had done. Foreigners brought silver as trib- 
ute in exchange for Chinese porcelain, silk, and tea. 
The Chinese insistence on only receiving silver in 
exchange created a trade surplus, enriching the 
local Confucians and guild traders. Europeans be- 
gan to participate in this exchange by the mid- 
1500s. Although not really acknowledged by the 
central government, this overseas trade became an 
important part of China’s economy, especially the 
silver that was gained, which increased the main 
medium of exchange for China’s growing popula- 
tion and economy and kept inflation at bay. 

Little changed in China’s trade policies as the 
Manchu dynasty (1644-1911) assumed control. By 
the early 1800s, however, much about the world 
had changed. The British, empowered by apply- 
ing the Industrial Revolution to the military, were 
no longer content to run a trade deficit with China. 
They began smuggling opium into China and col- 
lecting silver from Chinese opium addicts. Quickly, 
Britain’s trade deficit became a trade surplus and 
Chinese officials noticed that much of coastal south 
China, including military garrisons there, suffered 
from opium addiction. This prompted the emperor 
to order a crackdown on the illegal trade, result- 
ing in the Opium Wars with Britain. 


OPIUM WARS AND DECLINE OF 
IMPERIAL CHINA 


China’s stunning defeat in the Opium Wars and 
its agreement to the Treaty of Nanjing marked a 
turning point in both Chinese history and the his- 
tory of world trade. Under the treaty, China agreed 
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to allow the British to trade freely in five port cities 
and to help make Chinese trade rules. Soon, most 
other Western countries gained similar privileges 
and China was divided into spheres of influence. 
The people of China saw these humiliations as a 
sign that the Manchu were no longer the legiti- 
mate rulers of China. Revolts broke out, followed 
by civil wars between rival warlords, who were 
equipped with weapons purchased from the West. 
Only when these revolts were aimed at Western 
trading interests, like the Boxer Rebellion, did West- 
ern countries involve themselves. By the early 
twentieth century, warlords ruled the Chinese 
countryside, Western merchants controlled the 
port cities, and the emperor and his Confucian ad- 
visors seemed increasingly irrelevant. Warlords fi- 
nally dispatched them in the fall of 1911, bringing 
once proud Imperial China to a humble end. 
China’s leaders generally feared trade with 
other civilizations for most of Imperial China’s his- 
tory. Those in power rarely saw participating in 
world trade to increase economic prosperity as ac- 
ceptable. Nevertheless, China did participate in 
world trade, but this trade was largely initiated and 
controlled by China’s trading partners. In the end, 
it was Western aggressiveness in forcing China to 
trade that set in motion the chain of events that 
led to the collapse of Imperial China, confirming 
the worst nightmares of the Confucians about the 


dangers of world trade. 
David Price 


See also: Chinese-Japanese Trade. 


BIBLIOGRAPHY 

Schirokauer, Conrad. A Brief History of Chinese Civilization. 
Belmont, CA: Wadsworth/Thomson Learning, 1991. 

Twitchett, D., and John K. Fairbank, eds. The Cambridge His- 
tory of China. New York: Cambridge University Press, 1996. 

Wakeman, Fredric. The Fall of Imperial China. New York: Free 
Press, 1975. 


CHINESE-JAPANESE TRADE 


Trade relations between China and Japan have 
almost always existed, officially or unofficially, 
as the two nations have similar cultural back- 
grounds and they are located so close to each 
other. 


Trade relations between China and Japan most 
likely began as early as China’s Qin dynasty, al- 
though there are no written documents remain- 
ing today. Also, no written documentation from 
China’s Han dynasty exists. However, this was 
one of China’s most prosperous dynasties, so 
there must have been some trade between the 
two nations. 

The earliest written documentation that is 
available today of relations between the two na- 
tions dates back to China’s Tang dynasty. During 
this time, Japan regularly dispatched envoys to 
China to try to learn Chinese political and judi- 
cial systems. Many of these envoys remained in 
China, and some of them even took positions in 
the Chinese government. Chinese Buddhist 
monks traveled to Japan as missionaries. These 
monks took medicines and religion to Japan. The 
commodity that was mainly traded during this 
time period was knowledge. It is possible that 
there was trade of economic goods or services 
between the two nations, but it was most likely 
private trade, so no official documentation re- 
mains today. 

Japanese history claims that toward the end 
of the Tang dynasty there was a prohibition on 
trading between the two nations. However, Chi- 
nese documents show this was not the case. Dur- 
ing the Northern and Southern Song dynasties, 
trade between the two nations was frequent and 
continuous. The reasons for this were that the 
Song needed trade with the Japanese to help re- 
cover from a recession. Also, the Song were inter- 
ested in trade with foreign countries. 

During the Northern Song dynasty, Japan 
only allowed the Song merchants to trade with 
Japan. During the Tang dynasty, the nobles in Ja- 
pan had been introduced to the luxurious items 
that were offered in China. Chinese items and 
lifestyle also influenced these nobles. Also, the 
Japanese monks were in need of the medicines 
and incense that were available only from the 
Song merchants. Thus, there was a high demand 
for the Song merchants to come to Japan. The Japa- 
nese government attempted to ban the Song from 
entering Japan. But the government officials who 
were to enforce these bans were the people who 
had such a high demand for the items in their 
daily life. Therefore, the government attempted 


to regulate the number of ships that came in to 
one ship per three years. To do this, they issued 
licenses to merchant ships. If a ship was found 
without the proper license, it was to be turned 
away. These regulations never worked because the 
nobles needed the items so badly. Between 988 
and 1026 the merchant ships traveling to Japan 
increased from two times per year to four times 
per year. Although the Japanese officials were 
charged with turning these ships away, trading 
was profitable for them, so the ships usually were 
allowed to enter the harbor. 

During the Southern Song dynasty, the trade 
relations between China and Japan were much 
different than during the Northern Song dynasty. 
Japan was in a feudal system at this time. These 
feudal territories were self-sufficient, and to gain 
revenue the feudal lords would send merchants 
to China for trade. This was profitable for both 
China and Japan. 

Throughout both the Northern and Southern 
Song dynasties, Japan attempted to produce its 
own copper coins. These were to be used to trade 
for goods, rather than trading with commodities. 
The Japanese government attempted to make 
copper coins twelve times between 708 and 958. 
Yet, the quality of these coins was so bad they 
could not be used in regular circulation. Thus, 
copper coins from China became one of the high- 
est imported items into Japan. Other items the 
Japanese imported were silks, cotton, china, jew- 
els, medicines, and incense. Japan’s main export 
to China was gold dust, which was usually traded 
for copper coins. Other exports Japan sent to 
China included crystal, jade, swords, and some 
handcrafts. 

Surprisingly, trade between the two nations 
continued during the Yuan dynasty, which was 
controlled by the Mongols. During their reign 
the Mongols attempted to take over Japan, but 
after the second failed attack they gave up on 
this endeavor. Before, during, and after these 
attacks, trade between the two was never inter- 
rupted. This trading was never official, though, 
because of the attempted Mongol invasions. 
Trade continued because both sides had an 
agenda that made its continuation necessary. The 
first Yuan emperor believed that it was impor- 
tant to form good relations with Japan for politi- 
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cal and military reasons. The Japanese had be- 
gun to use copper coins for trade during the 
Song dynasty, so they needed Yuan coins. Also, 
the Japanese shoguns had become greedy and 
accustomed to the Chinese silks and other luxury 
items coming out of China at the time. 

Trade did not officially resume until 1401, dur- 
ing the Ming dynasty in China. Trading resumed 
between the two nations because the shogun 
Ashikaga Yoshimitsu sent a ship to China. This 
was during Japan’s Muromachi period. Items that 
the Japanese traded for at this time were similar 
to those traded for in previous periods, such as 
copper coins, silks, porcelain, and other luxury 
items. Japan sent to China items such as sulfur, 
swords, and fans. This trade continued until the 
mid-sixteenth century, when the Ming was forced 
to close all sea trade because of piracy. This led 
many Chinese merchants to cooperate with Ko- 
rean and Japanese pirates. Black market trading 
became profitable. This trade was under the con- 
trol of the Chinese Zheng family, which led to 
the first peak in trade between the two nations. 
The Ming realized that they had no way to con- 
trol this trade, so they reversed the prohibition 
on sea trade and thereafter received millions in 
customs taxes. 

At the beginning of the Qing dynasty, trade 
continued because of the relations built during 
the Ming dynasty. However, during the Emperor 
Kangxi’s reign a governor in Taiwan tried to claim 
independence from Chinese rule. Thus, fearing 
that coastal China would collude with Taiwan, 
Kangxi ordered that all people move at least two 
miles from the shore. All trading between China 
and Japan was halted. Later, in the twenty-fourth 
year of his reign, Kangxi rescinded his previous 
order and issued a new one that encouraged de- 
velopment of the coastal areas and trade. This led 
to the second peak in trade between China and 
Japan. 

During Japan’s Edo period, the shogun 
Iemitsu Tokugawa, fearing that Western immi- 
grants were becoming too powerful, forced all 
foreigners out of Japan. Japan then entered a pe- 
riod of isolation, during which no one could en- 
ter or leave Japan. Because of this isolation, if any 
trade between China and Japan occurred, there 
is no documentation that exists today. 
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In 1868, Japan’s Meiji emperor, influenced by 
Qing China’s Westernization, began pushing re- 
forms in the government, education system, and 
military. Japan then began fighting for power and 
resources, rather than trading. This marked the 
beginning of Japanese expansion. The first fight- 
ing began in 1894. Other battles for land occurred 
in 1900, 1905, 1931, 1932, and 1937. 

Relations between China and Japan did not 
normalize until long after World War II, because 
once Japan became financially able to trade the 
Cold War had begun. It was not until 1972 that 
trade opened once again between the two na- 
tions. This trade was much different from the 
trade that occurred in pre-Edo Japan. The Chi- 
nese began attracting investments from Japan. 
Also, they began importing technology. There was 
also wide-spread private trade. The trade between 
China and Japan has increased from thousands 
of dollars when trading resumed in 1972, to mil- 
lions of dollars per year today. Also, many Japa- 
nese tourists visit major cities in China. 


Nicholas Grant 


See also: Boxer Rebellion. 
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CHOCOLATE 


A solid, sweet delicacy made from the pow- 
dered cacao bean that can be traced to the 
earliest civilizations of Mesoamerica and their 
use of cocoa paste as a base for beverages, 
pharmaceuticals, stimulants, and aphrodisiacs. 


The use of cocoa powder to produce a beverage 
has endured time. Tastes and ingredients may 
have changed, but the basic component of the 
drink, chocolate powder or paste, has not. Its 


Originally invented by the Aztecs, chocolate has been a major com- 
modity of world trade ever since the Spanish imported it from Mexico 
in the sixteenth century. Here, cacao beans, from which chocolate 
is made, are being prepared for export in Venezuela. 

(© Rob Crandall/The Image Works) 


name has changed from the Mayan “ka-ka-wa,” 
to the Aztec “cacao,” and now the Spanish word 
“chocolate” is used. 

Native to the tropical lowlands of Latin 
America, the cacao plants (Theobroma cacao) pro- 
duce thirty fruit or cacao beans; the rarity of these 
beans led to their being used to barter for goods. 
The Mayan, Aztec, and Mexican cultures in these 
regions were fond of hot, bitter, and spicy drinks; 
and, to that end, would add chilies, lime water, 
bitter flowers, and seeds to their cocoa paste to 
form a pungent beverage—a remedy for fevers, 
chest complaints, or to build strength. Green fer- 
mented, cacao beans were added to Psilocybe 
mexicana, a hallucinogenic mushroom, to produce 
an intoxicating drink or love potion with a psy- 
chedelic effect. 

Ancient civilizations of the Americas, such as 
the Olmecs, prepared foamy chocolate drinks by 
pouring a liquid chocolate mixture from pot to 
pot. A spout-shaped vessel, dated 600 B.c.£. and 
used to pour chocolate, was discovered in Colha, 
Belize. The pot was linked to chocolate by the 
presence of the molecule theobromine. 

Later, Mayans and Aztecs began to experi- 
ment by adding honey and vanilla to cocoa pow- 
der to produce a sweeter taste, and, in Mexico, 
nuns added cane sugar, which was much more 
indigenous to their region. These were the earli- 


est versions of the chocolate drinks that are en- 
joyed today. 

Christopher Columbus introduced chocolate 
to Europe in 1502 after an encounter with Mayan 
traders. Cacao beans provided the first stimulant 
to gain widespread acceptance in European coun- 
tries and one of Mesoamerica’s main exports. It 
was the sweeter version, or Catholic drink, made 
with water, sugar, cinnamon, and vanilla, that 
became popular among the religious as well as 
the aristocracy in Spain. 

In the late 1500s, the pleasure of drinking 
chocolate was no longer restricted to the elite. 
Average citizens of Spain and Italy could savor 
this wonderful drink. By the early 1600s, cacao 
beans were exported to Germany, Holland, and 
France. 

The water in chocolate beverages was re- 
placed with milk, and the first cocoa processing 
factories were opened in England, France, and the 
United States during the 1700s. In the 1800s, Hol- 
land and Switzerland perfected a process to 
manufacture milk chocolate; but the Swiss, with 
their high-quality milk, perfected an excellent 
solid-bar, milk chocolate. 

Production and distribution controls surfaced 
as the trade in cacao beans became more promi- 
nent between Mesoamerica and Europe. Today, 
cacao beans are traded on the London and Chi- 
cago commodities exchanges. In the past, the qual- 
ity of cacao bean crops caused fluctuations in the 
price of chocolate. Recently, vegetable oil has be- 
come an acceptable substitute for cocoa butter. As 
a result, the current world price of chocolate is 
determined more by the price of milk and sugar. 


Marilyn Cottrell 


See also: Aztecs; Discovery and Exploration; Food and Diet; 
Globalization; Religion; Spices. 
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CHOLERA 


An epidemic disease caused by Vibrio cholerae 
bacteria that spreads through contact with con- 
taminated water, food, and feces, and colo- 
nizes the intestines producing severe diarrhea, 
massive dehydration, and sometimes death. 


There is a historically intimate relationship be- 
tween the diffusion of cholera, human migration, 
and the expansion of world trade. Until 1817, the 
world knew of cholera as the Asiatic epidemic. 
The geographic confinement of the disease 
changed with wars, conquests, and the intensifi- 
cation of Western market expansionism. London 
had two major cholera outbreaks during 1849 and 
1854, Austro-Hungary in 1865, Russia and Prussia 
in 1866. The expansion of international trade con- 
tributed to the extension of cholera epidemic fron- 
tiers into Canada in 1833, Brazil and Montevideo 
in 1846, and Argentina in 1856. High death rates 
characterized all outbreaks. 

Amid the fear of contagion and death, cholera 
was instrumental in bringing about sociocultural 
changes concerning public policy and sanitary con- 
trol of populations’ hygienic practices and living 
and working conditions. Notwithstanding the 
ports, where many trade-related activities took 
place, cholera remained largely uncontrolled due 
mainly to the resistance of owners and producers 
of export commodities in Europe and Great Britain 
in particular. Change occurred nevertheless. Dur- 
ing the mid-nineteenth century, social medicine in 
Europe and preventive medicine in the United 
States emerged in a concerted attempt to apply 
scientific medical-bacteriological knowledge to po- 
litical and social problems. In this process, interna- 
tional trade not only contributed to cholera 
transmission, but also to new approaches to social 
policy. Health care access became a right that na- 
tion-states ought to provide to all citizens. Interna- 
tional trade also influenced the constitution of 
transnational sanitary networks. The inauguration 
in 1948 of the first World Health Organization of- 
fice as an international health care coordinating and 
regulating body represents a substantiation of the 
transnational need for delineating mechanisms for 
an economy of social control of the working masses, 
mostly located in the urban and peri-urban areas. 


174 CHOLERA 


Amid the fear of contagion and death, cholera was instrumental in bringing about sociocultural changes concerning public policy, sanitary 
control of populations’ hygienic practices, and living and working conditions. (Courtesy of the National Library of Medicine) 


The twentieth-century Western world was 
cholera-free until 1990, when an epidemic outbreak 
occurred in Peru, thereafter rapidly expanding 
throughout the Americas. The epidemic outbreaks 
in the twentieth-century Americas coincided with 
another expansionist phase of the world trade, 
namely, globalization. Similarly as in the nine- 
teenth century, the nation-states, social policies, 
and medical knowledge were changing. However, 
the public health system rather than being in ex- 
pansion was in the process of contraction. 
Neoliberalism and the globalizing economies de- 
manded private entrepreneurship, generally at the 
expense of the public sector outsourcing. 

The twentieth-century cholera outbreak in the 
Americas affected the economy in various ways. It 
negatively influenced the process of import-export 
of agricultural and fish products, the tourism in- 
dustry, and the activities of informal economy, in 
particular that of food street vendors. Yet, cholera 
positively affected the industries and commercial 
activities of water purifier and disinfectant prod- 
ucts. Cholera also helped reinvigorate international 
trade and health agreements, such as the Second 
Argentinean-Bolivian Agreement. 


Silvia Torezani 


See also: Disease. 
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CHRISTIANITY 


A religion that was originally an offshoot of 
first-century Judaism. 


Christianity, a monotheistic and highly moralis- 
tic religion spread first through the Mediterranean 
world, then through most of Europe and from 
there, largely after the fifteenth century, through 
much of the rest of the world. 

Christianity has always been a proselytizing 
religion, charged with spreading the Gospel 
(“Good News’) that Jesus is the Lord and Savior 
of humankind and baptizing converts. Mission- 
aries have often spread this message along trade 
routes, first within the Roman empire and later 
stretching out in all directions. Because Christian- 
ity has been split, virtually from its inception, into 


major factions (broadly Eastern Orthodox, Roman 
Catholic, and Protestant) and many smaller de- 
nominations, missionaries from different sects 
have, at times, found themselves competing for 
the attention of potential converts. Colonialism 
and imperialism practiced by countries with na- 
tional or dominant churches allowed for the ex- 
clusion of conflicting voices. 

Where Christianity held sway, its ideas of 
morality often shaped important aspects of trade 
and its contexts. Shunning the material world and 
its temptations to sin and treating all people as 
siblings lay at the root of Christian teaching. 
Churches and individual leaders, to greater or 
lesser degrees, have frowned on business 
practices that seem to violate these principles. At 
various times, usury, excessive profit taking, ex- 
ploitation of workers, slavery, and trade with un- 
savory partners have been inveighed against. 
Some Christians have even held up monasticism, 
with its rejection of material values, and people 
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who have radically embraced poverty, such as 
Mother Teresa of Calcutta, Mary of Egypt, and 
Saint Francis of Assisi, serve as models for the 
conduct of human life. During the later Middle 
Ages and Renaissance eras, this monastic or cleri- 
cal ideal withered before the wealth and comfort 
in which the Christian world increasingly found 
itself. With the growth of Protestantism in west- 
ern Europe in the sixteenth century, participation 
in economic activity for profit found its champi- 
ons, especially among the Calvinists, who saw 
earthly financial success as a sign of Divine favor, 
rather than as a cause for guilt. 

As Christianity fractured in Europe, it was 
spread throughout Europe’s new maritime world 
of trade and exploitation. Spanish and French 
Catholic missionaries moved the farthest and fast- 
est, sailing on merchant vessels to every part of 
their sovereigns’ new realms, while Dutch Cal- 
vinists accompanied merchants and government 
officials from the Netherlands to the Indies, both 


Christianity and trade have always gone hand in hand, with missionaries—like these Mormons baptiz- 
ing Native Americans in the late nineteenth century—often preparing the way for merchants by pacifying 


native peoples. (Library of Congress) 
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East and West. Friars and other godly men argued 
against some of the excesses of the conquistadors. 
Missionaries educated native peoples in European 
ways and languages as well as in God’s. On the 
one hand, by preaching subservience to God and 
His church and the rulers He put in place, they 
made ruling and controlling people rather easier. 
On the other hand, they laid the foundation for 
greater sophistication among these peoples, and 
even rebellion. Although the voice of Christian 
moral authority has become ever more poly- 
phonic, and secular ideals have largely replaced 
transcendental ones, stances by Quakers and Bap- 
tists against slavery in antebellum America, and 
statements of Catholic popes against maltreat- 
ment of laborers and in favor of the “preferential 
option for the poor” throughout the world are 
just two from among many examples of the exer- 
cise of moral suasion that has shaped the context 
of economic activity in the world. 


Joseph P. Byrne 
See also: Missionaries; Reformation; Religion. 
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CITES 


A concentrated area of people and dwellings 
where trade usually occurs. 


Sometime around 3000 B.c.£., the so-called urban 
revolution occurred in the Middle East. At this 
time, both writing and the city arose. These two 
concurrent developments were important for 
trade, as writing allowed for the recording of 
transactions, and as cities grew, so did commerce. 
Cities became busy and prosperous because of the 
growth of trade. These urban centers came to 
dominate transportation routes, surrounding ag- 
ricultural areas, and nearby villages. Therefore, 
the most powerful cities sought to expand and 
conquer others who might block trade routes. 


Trade played a key role in the earliest cities. 
Increased trade made cities into commercial and 
communications centers. For cities to develop into 
large urban centers, they must be established at a 
location of some economic significance. That is, 
they tended to be located near a navigable river 
or the sea. Often, they could be found at “trans- 
portation breaks,” where one mode of transpor- 
tation was changed for another. It is not a 
coincidence that most early cities were located in 
river valleys and that the rise of cities was accom- 
panied by improvements in navigation. This situ- 
ation in turn meant that cities required loading 
and unloading facilities, warehouses, taverns and 
lodging, and offices for merchants. The disrup- 
tion of passage on a river could threaten the 
growth or even the existence of cities. These fac- 
tors allowed cities to sell surplus products and 
have access to products from distant places. 

To facilitate trade, urban residents created 
marketplaces. Such marketplaces performed the 
functions of procurement, storage, and distribu- 
tion of goods. In the earliest cities, these markets 
could often be found in the temple precinct. As 
urban populations grew, merchants could make 
large profits by buying and selling expensive com- 
modities from far away. This economic incentive 
in turn led to increased human interaction as long- 
distance trade grew. Growing populations and 
increasing economic complexity led to the cre- 
ation of marketplaces outside of the temple dis- 
tricts. By at least 2000 B.c.z., secular bazaars or 
commercial streets lined with shops could be 
found in cities. 


CITIES AND TRADE IN THE 
ANCIENT MEDITERRANEAN 


During the first millennium B.c.£., extensive trade 
developed around the Mediterranean Sea and a 
number of key trading cities grew. Among the 
earliest traders were the Phoenicians, who 
emerged early in the first millennium along the 
coastal region of the eastern Mediterranean. The 
Phoenicians, who were the best sailors and trad- 
ers in the ancient world, built several important 
port cities, including Tyre, Sidon, Berytus, and 
Byblos. Chief among these trading cities was 
Tyre, where in the 900s King Hiram developed 


trade and improved the harbor of the city located 
on an island just off the coast. The city of Byblos 
was also important in that the script used there 
spread along the trade routes and became the 
basis of the Greek and Roman alphabets. From 
these port cities in the eastern Mediterranean, the 
Phoenicians visited all the region’s major trading 
centers and even reached as far as Spain and Great 
Britain. The Phoenicians carried products such as 
timber, manufactured goods, and dyes from their 
ports to exchange them for grains and metals. 
Thus, they began the first stages in the process of 
linking the Mediterranean through a series of 
trading cities. 

The Phoenicians later founded the city of 
Carthage in North Africa. Increasingly, they had 
developed a rivalry with the Greeks. The Phoe- 
nicians fought against the Greeks in the Persian 
Wars, causing their domination of the eastern 
Mediterranean to decline. However, Carthage de- 
veloped into a prosperous trading city that later 
competed with Rome for control of the western 
Mediterranean. The city’s central location and ex- 
cellent harbor allowed it to become the preemi- 
nent trading city in the region. From Carthage 
flowed wine, textiles, and manufactured goods 
from the city or from the Hellenistic east in ex- 
change for gold, silver, and tin from Spain and Af- 
rica. However, this trade was endangered by the 
rise of Rome. A series of conflicts known as the 
Punic Wars clearly established Rome as the domi- 
nant trading center in the western Mediterranean. 

The cities of ancient Greece would later sur- 
pass those of Phoenicia in importance. Starting 
in the eighth century, Greeks began to move east 
and west by sea. Especially attracted to the east, 
Greek traders from cities such as Corinth set up 
trading posts. The Greeks also established colo- 
nies to remove excess population. Notable among 
Greek colonial cities was Syracuse, established by 
Corinth. By the sixth century B.c.£., Greek trade 
expanded around the Mediterranean. Cities 
themselves played a role in spurring on this trade. 
Many Greek cities grew in population while at 
the same time food production declined, forcing 
the Greeks to rely on trade. They turned to com- 
merce to obtain grains such as corn from Egypt, 
Sicily, the Black Sea region, and the Po plain in 
exchange for wine, oil, and manufactured goods. 
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At other times, warfare in the Greek city-states 
led to an increase in trade. For example, during 
the Persian and Peloponnesian Wars, Athens had 
to import grain. 

By the fifth century, Athens and its port of 
Piraeus surpassed the Ionian cities of Corinth and 
Aegina as the major Greek entrepét. Several fac- 
tors allowed Athens to develop as the predomi- 
nant trading city in the Greek world. Its geographic 
position and good port gave it an advantage over 
many rivals. The city’s dominant political position 
made the Mediterranean safe for trade. Athens also 
developed navigation laws that allowed it to con- 
trol trade. The city possessed financial facilities that 
contributed to the growth of trade. Furthermore, 
Athens had developed a complex and cosmopoli- 
tan market system that required long-distance 
trade to sustain it. Thus, through Piraeus flowed 
food, raw materials, and manufactured products. 


GROWTH OF EURASIAN TRADE 
IN THE THIRTEENTH AND 
FOURTEENTH CENTURIES 


During the thirteenth and fourteenth centuries, 
there was increased long-distance trade and cul- 
tural contact among the peoples of Eurasia, as can 
be seen in the travels of Marco Polo and Ibn 
Battuta. This growing trade linked the Mediter- 
ranean to China. The great port cities of Europe, 
Asia, and North and East Africa played a key role 
in expanding commercial relationships. It was 
through these cities that merchants took goods 
from where they were cheap and abundant to 
where they were rare and expensive. 

Cities served as centers of trade in the Islamic 
world. Granada in southern Spain, Fez in Mo- 
rocco, Isfahan in Iran, and Delhi in India were 
among the key urban enters. However, in the thir- 
teenth-century Islamic world, Cairo was the pre- 
eminent city. The Egyptian city of nearly 500,000 
inhabitants was an extremely cosmopolitan one, 
with distinct Christian, Jewish, and Greek quar- 
ters. Cairo served as a commercial center; it had 
many markets, with each one specializing in a 
particular product ranging from spices to textiles. 

One of the keys to Cairo’s success was its lo- 
cation along a river that connected the city to 
oceangoing vessels. Muslims had designed ships 
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called dhows for long-distance trade. These ships 
used lateen sails and planks that were sewn to- 
gether. Cairo and other North African cities also 
served as the starting points for huge caravans 
bound for West Africa. Led by expert guides and 
accompanied by armed guards, caravans with as 
many as 5,000 camels journeyed across the desert 
landscape and were the key to the trans-Saharan 
trade. 

A good illustration of the key role of cities in 
the Indian Ocean trade is the case of Kilwa in 
southeastern Africa. The city enjoyed a reputation 
of having great riches, and visitors invariably de- 
scribed well-dressed residents who wore silk and 
cotton clothing and adorned themselves with gold 
and precious stones. Indeed, the gold trade was 
the key to the success of Kilwa, as was its strategic 
location, which allowed the city to dominate much 
of the Indian Ocean trade for 400 years. 

Trade in Kilwa was already well developed 
by the mid-twelfth century and the city’s mer- 
chants dealt with places as far away as China. By 
1200, the Shirazi, a Muslim merchant dynasty, had 
come to dominate the city. Much of their trade 
flowed north to Mogadishu. Then by the end of 
the thirteenth century, the Mahdali trading fam- 
ily had replaced the Shirazi. Under the Mahdali, 
Kilwa became the key African port in the Indian 
Ocean trade, exporting items such as gold, ivory, 
and cotton. 

Key to the city’s success was its location. The 
monsoon winds made it the southern terminus 
for traders coming from Arabia and the Persian 
Gulf. Kilwa took advantage of this fact by charg- 
ing high tariffs. Its wealth could be seen in the 
rebuilding of the city begun in the fourteenth cen- 
tury, including construction of the Great Mosque 
and the Husuni Kubwa, a combination palace and 
emporium. 

The city declined during the 1500s. The Por- 
tuguese, who had first arrived in 1497, sacked and 
occupied the city in 1505. When they withdrew 
in 1512, the city recovered somewhat. However, 
Portuguese control of Sofala to the south hurt 
commerce in Kilwa. Interference by the Ottoman 
empire hurt the city’s trade to the north. Thus, 
by 1587 the city was overrun by the Zimba people 
and never recovered. 

During the Song dynasty in China, an active 


mercantile sector operated in a network of cities. 
An elaborate system of rivers and canals allowed 
for a transportation system that facilitated trade. 
A large domestic market generally sustained 
trade, while overseas exports also played a role. 
Merchants brought products such as silk to Chi- 
nese coastal cities, from where they could be 
shipped overseas. 

The most important city in this Chinese trade 
was Hangzhou, capital of the Song dynasty. With 
a population of over 1 million, Hangzhou was the 
largest city in the world. It was also home to great 
wealth and trade, as well as to culture and enter- 
tainment. 

Several cities in Europe played a crucial role 
in the growing Eurasian trade. Among them was 
Venice, which became wealthy through the spice 
trade. The earliest product that contributed to 
Venice’s prosperity was salt. Venetians dried salt 
on coastal marshes and sold most of it locally. 
Other spices would then expand long-distance 
trade. For example, Venetian merchants began to 
trade in saffron, which they imported from long 
distances. The local market for the spice was small, 
and merchants began to increasingly trade the 
product to the rest of Europe. Venice would be- 
come the “hinge of Europe,” bringing Asian spices 
to Europe. 

To maintain their dominant position in this 
trade, Venice had to control the seas. As early as 
1000 c.£., Venice dominated the Adriatic Sea. Be- 
cause the city controlled the route to Jerusalem, 
it became an important passage city during the 
Crusades. After the Third Crusade, Venice 
acquired trading rights with Asia and began im- 
porting spices. There were even specialized gov- 
ernment offices to deal with the spice trade, such 
as the Office of Saffron. Once Venetian merchants 
acquired the right to trade in Asia, they became 
the providers for the rest of Europe. 


CITIES IN POST-MONGOL 
ISLAMIC WORLD 


In the post-Mongol era, three great Islamic land 
empires appeared. The Ottoman, Safavid, and 
Mughal empires dominated the Muslim world in 
the aftermath of the Mongol decline. All three 
empires made significant achievements in world 


trade. Cities played a major role in the trade of 
the three Islamic dynasties. 

Despite being far from the sea, Isfahan, the 
capital of the Safavid empire, had a vibrant trade 
in the hands of Jewish, Hindu, and Armenian 
Christian merchants. Situated on the north bank 
of the Zayandeh River, the city regained its pre- 
eminent position during the Safavid period. 
Isfahan’s golden age began in 1598 when the 
Safavid ruler ‘Abbas I (the Great), made it his capi- 
tal and rebuilt it into one of the largest and most 
beautiful cities of the seventeenth century. The 
city became famous for products such as silver- 
ware, copper work, and brass work, as well as for 
pottery. The city is also well known for its rugs 
and cotton fabrics. 

Perhaps most significant of the Muslim trad- 
ing cities was Istanbul. Formerly known as 
Constantinople, the city had been the heavily for- 
tified capital of the Byzantine empire before being 
conquered by the Ottomans in 1453. After being 
renamed Istanbul and becoming the Ottoman capi- 
tal, the city’s busy harbor was the primary seaport 
of the empire. Much of Istanbul's trade was con- 
trolled by a colony of European merchants. The 
city’s merchants organized themselves into guilds 
that dominated the mazelike covered market. 

Soon the Ottoman’s fought Venice for Medi- 
terranean supremacy. Venice had limited Otto- 
man trading activity in the Aegean Sea. As the 
Ottoman empire grew in power, it allowed Vene- 
tians and other European traders to practice their 
trade in ports such as Istanbul if they acknowl- 
edged Ottoman authority. These European trad- 
ers were eager do business in Istanbul, as Asian 
luxury products flowed through the city. Ex- 
panded trade, however, had a long-term nega- 
tive effect on the economy of Istanbul and the 
Ottoman empire. European merchants paid for 
cheap goods in Istanbul with silver that originated 
in the mines of the New World. This influx of 
American silver through European traders led to 
inflation in Istanbul and throughout the empire. 


EARLY MODERN EUROPEAN 
CITIES 


Exchange in early modern European cities under- 
went significant transformations. In particular, 
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both the volume and distance of trade expanded 
between 1450 and 1750. Furthermore, there were 
new ways of extending credit and organizing 
commerce in these cities. In addition, the role of 
the state grew. 

By the end of the Middle Ages, the city was 
the center of local, regional, and long-distance 
trade. On the local level, urban residents bought 
and sold goods produced in their cities. At the 
regional level, there were often weekly markets 
where merchants and producers bought and sold 
both goods from the city and from the country- 
side. Finally, there was the risky but profitable 
long-distance trade. Great trade fairs, held once 
or twice each year, facilitated this trade. At these 
fairs, goods were bought and sold, business con- 
tacts were made, and accounts were settled. This 
well-developed system meant that in general ur- 
ban-based merchants in Europe no longer had to 
travel to acquire goods themselves. They could 
now depend on agents, factors, and middlemen 
in other cities to obtain products. 

One of the key developments that contributed 
an ever-increasing role for cities in world trade 
was the growth of capitalism. For example, many 
banks could be found in cities. These banks were 
often involved in foreign trade and possessed 
widespread international connections. Illustrative 
of this process was the Medici bank in Florence. 
Besides the banks, the appearance of joint-stock 
companies in European cities contributed to ex- 
panding world trade. While early trading com- 
panies often were not permanent, by the late 
sixteenth and early seventeenth centuries, inves- 
tors created more perpetual joint-stock companies 
because of the need for large amounts of capital 
and the time-lag in earning profits from long-dis- 
tance commerce. Companies such as the Dutch 
East India Company in Holland played an im- 
portant role in international trade. 


CITIES AND THE GROWTH OF 
THE ATLANTIC WORLD 


Cities played a crucial role in the transatlantic 
trade that Spain and Portugal developed starting 
in the late fifteenth century and continuing until 
the early nineteenth century. The Spanish con- 
querors captured and destroyed the Native 
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American imperial capitals of Tenochtitlan in 
Mexico and Cuzco in Peru. However, they quickly 
rebuilt them and constructed other cities as sym- 
bols of the new colonial order and centers of trade. 

Much colonial trade revolved around the vice 
regal capitals of Mexico City and Lima, as popu- 
lation and wealth concentrated in these two cit- 
ies. Of particular importance was the presence of 
consulados, or merchants’ guilds, in the two cities. 
Originally, the Spanish government had granted 
a monopoly over trade with the colonies to the 
consulado in Seville. Spanish merchants then sent 
agents to New World cities. Spanish authorities 
then allowed for a consulado in Mexico City in 
1592 and in Lima starting in 1613. Members of 
these New World merchants’ guilds had a mo- 
nopoly over trade in their respective viceroyalties 
and were able to determine the value of colonial 
products such as silver. 

Large boomtowns emerged around the great 
silver mines in the New World. Most significant 
was the city of Potosi. The city came into exist- 
ence after the discovery of silver there in 1545. 
Potosi became famous for its wealth, and within 
thirty years its population surpassed 120,000, 
making it the largest city in the Americas. Span- 
ish merchants traded Potosi silver across both the 
Atlantic and Pacific Oceans. The city’s population 
declined from a peak of 160,000 around 1650, as 
silver production declined and a typhus epidemic 
struck in 1719. By the early nineteenth century, 
Potosi had fewer than 20,000 inhabitants. 

Port cities also played an important role in the 
emerging trade of the Atlantic world. This fact can 
be seen in the fleet system devised by the Span- 
ish government to protect its valuable New World 
treasures. Two fleets left the Spanish port of Seville 
each year. One traveled to the city of Veracruz on 
the coast of Mexico. Here, merchants traded Eu- 
ropean goods for Mexican silver, dyes, hides, and 
other products. A second fleet called on Cartagena 
and Portobelo. At Portobelo, the fleet acquired 
Peruvian silver that had been shipped from Lima 
to Panama City and then transported across land 
to the Atlantic Coast. The two fleets then joined 
at the port of Havana for the return trip to Spain. 

Cities in British North America were both 
similar and different from their counterparts in 
the Spanish and Portuguese colonies. It is impor- 


tant to understand that Great Britain was colo- 
nizing the New World at the time of a second ur- 
ban revolution in Europe. This revolution 
occurred along with the rise of the nation-state. 
Cities no longer had to be restricted to a small 
design out of concerns for defense. Instead, as the 
nation-state took on duties such as military de- 
fense, cities in Europe grew in size, allowing for 
economies of scale and agglomeration. 

Colonization was part of the process of the 
creation of the nation-state. Cities in the colonies 
often looked different from those in the Old 
World, as they rarely had fortifications. Instead, 
trade became the main function of the New World 
cities. Mercantile, shipping, and legal services con- 
centrated in the seaports. Cities such as Philadel- 
phia, Boston, New York, Newport, and Charleston 
all became key colonial cities, linking the colonial 
hinterland to markets and merchants in England. 
Indeed, colonial seaports often had closer ties to 
London than to each other. 

Port cities, then, became outposts of the em- 
pire, serving the homeland’s trade interests. By 
the end of the eighteenth century, New York had 
become the key colonial metropolis, with its com- 
mercial dominance and communications advan- 
tages over other cities. By 1626, the Dutch West 
India Company had started a settlement called 
New Amsterdam, and the advantages of its loca- 
tion made it immensely valuable. Commerce fu- 
eled the city’s development, and trade expanded 
with New England and the world. By the late 
1600s, the city had come under control of the Brit- 
ish and was known as New York. English mer- 
chants and politicians hoped that commerce 
would make them rich. New York held the flour- 
bolting monopoly for the area, was declared the 
sole port of entry for the colony, and its active 
community of merchants carried on a world trade. 
New York witnessed the growth of merchants’ 
coffeehouses in the eighteenth century. In these 
locations, merchants could obtain and exchange 
shipping information, while also meeting trad- 
ing partners and customers. Later, New York’s 
merchant community led the nonimportation 
program that forced the repeal of the Stamp Act 
in 1766. After the American Revolution, the city 
continued to enjoy commercial primacy in the 
newly created United States. 


Another aspect of the Atlantic economy was 
the growth of the African slave trade. In Europe, 
one of the cities that benefited the most from the 
transatlantic slave trade was the English coastal 
town of Liverpool. Traditionally, Liverpool had 
maintained trade with Ireland, mainly cattle. The 
city also produced pottery, glassware, and salt. It 
was slaves and sugar that soon came to dominate 
trade in Liverpool. A financial crisis had bank- 
rupted London’s slave merchants. Liverpool took 
advantage of its more western location on the Irish 
Sea to replace London as the chief slave port in 
Europe. By 1750, some 200 ships from this En- 
glish port city served the slave trade, bringing 
great wealth to the city. Slave merchants owned 
and operated many banks, insurance companies, 
and other financial institutions in the city. Docks 
and warehouses also dominated the city, where 
slaves could be bought until 1772, when slavery 
in Britain was outlawed. Slavery, however, con- 
tinued in the colonies, and Liverpool reaped the 
benefits. As Europe became increasingly intercon- 
nected with other regions of the world and the 
global economy grew, the wealth of Liverpool's 
merchants contributed to the continued rise of 
Great Britain as a world power. 


CITIES, TRADE, AND THE 
INDUSTRIAL REVOLUTION 


World trade and the Industrial Revolution went 
hand in hand. The growth of foreign trade en- 
couraged industrial production, which in turn 
fostered even greater international commerce. By 
the eighteenth century, Great Britain had become 
the world’s principal maritime power, expanding 
its long-distance trade and imperial possessions. 
First, the British overtook the Dutch, and then 
they competed with the French for supremacy. 
By the end of the Seven Years’ War (1754-1763), 
Great Britain had created a vast trade and colo- 
nial empire. This expansion was a major step to- 
ward the Industrial Revolution, as colonial 
markets served as a stimulus for manufacturing. 
In particular, the British sent industrial goods to 
North America, the West Indies, Latin America, 
and West Africa. 

Cities played a central role in industrializa- 
tion and the expansion of trade. While many early 


CITIES 181 


factories could be found in the countryside, in- 
creasingly factories were located in urban areas. 
The development of the steam engine freed in- 
dustrialists from having to build factories near riv- 
ers. Since cities had better transportation facilities, 
it was easier to get coal and other raw materials 
necessary for factories to the cities than to rural 
areas. This situation led to a dramatic growth of 
population in many European cities. Smaller and 
medium-sized cities grew at a particularly rapid 
rate. Such population growth led to the infamous 
overcrowding of the early industrial city, which 
in turn revealed the already poor conditions of 
urban areas, such as disease and lack of public 
transportation facilities. 

One of the best examples of the relationship 
of industry, trade, and the city is the case of 
Manchester, England. Connected to Liverpool by 
the river Mersey, Manchester had long been a 
regional marketing center. Then in the 1770s and 
1780s, the cotton industry transformed the city. 
Indeed, Manchester became the stereotypical in- 
dustrial city. Its population grew from a mere 
17,000 to 142,000 by 1831. The city witnessed the 
growth of factories and population. There was a 
great divide between rich and poor, with many 
of the city’s poorer residents living in slums where 
disease spread quickly and services were lacking. 
Such a situation often led to a great deal of class 
conflict. Despite these problems, Manchester de- 
veloped into a key trading city, even when many 
of its factories became outdated. The Manchester 
Exchange, which opened in 1809, became the larg- 
est brokerage facility in Europe after its 1838 
expansion. 

Across the Atlantic Ocean and beyond the 
eastern seaboard of the United States, the city of 
Chicago developed into an important trading city. 
The opening of the Erie Canal in 1825 joined the 
Atlantic seaboard states and the Great Lakes. Chi- 
cago became the principal western terminus of 
movement and trade between the East and West. 
Many retail stores opened to outfit newcomers to 
the West, and the volume of animal pelts and 
products for eastern markets increased. In 1837, 
Chicago became incorporated as a city. In 1848, 
the completion of the Illinois and Michigan Ca- 
nal, which linked the Great Lakes and Mississippi 
systems, allowed Chicago to become a water gate- 
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way. Then by the 1850s, Chicago became the 
country’s principal rail center, as rail lines linked 
the city to the East. 

Industrial development followed the appear- 
ance of the railroads. By the late 1850s, ships 
brought iron ore from the upper peninsula of 
Michigan to Chicago. The city became the nation’s 
major lumber-distributing center by the 1880s. 
The railroads brought agricultural goods from the 
West and South, and Chicago’s Board of Trade 
became the center of the commodities market. The 
railroads also transported cattle, hogs, and sheep 
to Chicago for slaughtering and packing. 

Soon, Chicago emerged as the major city of 
the Midwest, surpassing St. Louis in population 
and importance. Migrants from home and abroad 
flooded the city, drawn by Chicago’s factories and 
carried by the rail network. Though much of it 
was destroyed by a fire in 1871, Chicago quickly 
rebuilt itself. The central business district held the 
major department stores, the larger banks, the 
Board of Trade, the regional headquarters of ris- 
ing national corporations, and the centers of com- 
merce, law, and government. The district was the 
birthplace of the steel-frame skyscraper. Comple- 
tion of the Home Insurance Building in 1885 led 
during the next nine years to the construction of 
twenty-one buildings ranging from twelve to six- 
teen stories throughout the downtown area. 
Heavy industry, warehouses, and rail yards could 
be found along the banks of the Chicago River. 
Industrial pockets also existed at Chicago’s out- 
skirts. As in the industrial cities of Europe, public 
health and sanitary conditions were poor. For ex- 
ample, until 1900 Lake Michigan supplied fresh 
water to the city and received its untreated sew- 
age, contributing to frequent epidemics. In 1889, 
Chicago annexed many inner suburbs, doubling 
its area and its population and surpassing Phila- 
delphia as the second most populous city in the 
United States. By 1900, it was a center of nearly 
all parts of the U.S. economy. 


CITIES AND THE NEW 
IMPERIALISM 


During the late nineteenth and early twentieth 
centuries, Western powers formally and infor- 
mally colonized much of Asia and Africa. Cities 


played a key role in these areas brought under 
European domination. In China, the city of 
Shanghai became a bastion of foreign privilege. 
The city’s foreign settlements had their own mu- 
nicipal councils, police forces, and laws. Chinese 
dissidents also sought refuge in the foreign settle- 
ments, including many Chinese communists in 
the 1920s. By 1910, Shanghai had become China’s 
largest city and a center of culture, publishing, 
and literature. 

The city was also China’s largest port and 
commercial center. By 1900, half of the country’s 
foreign trade flowed through Shanghai. The city 
was also home to more than half of Chinese in- 
dustry. Both Chinese and foreign merchants, 
manufacturers, and bankers operated in the city. 
The foreign settlements looked much like West- 
ern cities and many of the Chinese who lived and 
worked there adopted Western ways. Typical of 
the Western influence was the Bund, the embank- 
ment along the Huangpu River that was built in 
the nineteenth century. The Bund became the 
city’s main thoroughfare, containing many estab- 
lishments including banks and hotels. 

Goods from the interior of China such as silk 
and tea arrived in Shanghai for export. Shanghai 
merchants also imported foreign goods such as 
metal, machinery, and manufactured goods. How- 
ever, this extensive import-export trade largely ben- 
efited the Shanghai commercial elite and their 
foreign counterparts and had little impact on the 
interior of the country. Many Chinese rejected the 
city as too “alien.” During the revolution in China 
that culminated in 1949, the communists swept 
away foreign privileges. However, the city remained 
the country’s biggest and most industrial city. 


TWENTIETH-CENTURY CITIES 
AND TRADE 


One of the best examples of a city that rose to 
prominence in the twentieth century was Los 
Angeles. Once a land of vineyards, orange groves, 
and dairy farms, Los Angeles developed into a 
highly industrialized urban area radiating from 
the city’s financial district. Before World War I, 
San Francisco was the manufacturing hub of the 
U.S. West Coast. However, since the 1920s it has 
been far outstripped by Los Angeles. Oil, air- 


planes, and motion pictures would make Los 
Angeles a major trading city and see its port de- 
velop into one of the busiest in the United States 
and the world. 

Starting in the late nineteenth century, the city 
produced significant amounts of petroleum, no- 
ticeably from the rich deposits of Signal Hill. In 
1910, the first international air meeting in the 
Western Hemisphere was held in Los Angeles. By 
the 1920s, Donald W. Douglas was producing an 
airplane a week in Santa Monica. One-third of 
the United States’ World War II military aircraft 
were built in the Los Angeles area. The develop- 
ment of the motion picture industry in the early 
twentieth century also helped to put Los Ange- 
les on the map, as not only were the films them- 
selves exports, but so was American culture. Later 
in the century, high-technology industries such 
as aerospace equipment and computers became 
import trade items emanating from Los Angeles. 


Ronald Young 
See also: Financial Institutions; Marketplaces. 
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CLIMATE 


Atmospheric conditions characteristic of a spe- 
cific locale. 


The basic ways in which climate affects trade are 
in (1) the production of foodstuffs and other prod- 
ucts and resources for trade and (2) the circula- 


CLIMATE 183 


tion, or transportation, of trade goods. Climate’s 
effect on circulation was more important in the 
preindustrial era; the advent of trucks, trains, air- 
craft, and oceangoing vessels has reduced 
climate’s effect on the movement of goods. 

Modern climatology begins with Wladimir 
Koppen, a Russian of German parentage, edu- 
cated in Germany, and professionally active in 
Russia, Germany, and Austria. Between 1884 and 
1936, K6ppen continually refined his classification 
of the world’s climates until it finally reached six 
major types with twenty-four subdivisions. The 
major types are identified by the uppercase let- 
ters A through E and H: 


A—rainy climates with no winters 
B—dry climates 

C—rainy climates with mild winters 
D—rainy climates with severe winters 
E—polar climates with no warm season 
H—mountain climates 


Climate is strongly affected by the Earth’s flow 
of air, which moves in three belts on either side of 
the equator. Of these, the trade winds and the 
westerlies are the most important for trade. Chris- 
topher Columbus got to America by sailing west 
across the Atlantic propelled by the northeast 
trades and returning by way of the westerlies. By 
the final third of the sixteenth century, Spanish 
galleons were using the same winds to sail the 
Pacific between Mexico and the Philippines. Im- 
proved navigation skills also made it possible for 
Europe to reach ports such as Goa, Macao, Hong 
Kong, and Shanghai by sailing around southern 
Africa. Thus, the world’s first global exchange 
network was formed, a network that allowed 
goods from the varied European, Asiatic, and 
American climatic zones to circle the earth. 

The A climates, warm, low-latitude, tropical cli- 
mates that have considerable rain, either through- 
out the year, or in an annual rhythm—illustrated 
by the monsoons—are typically found on both 
sides of the equator between roughly 10° North 
and 10° South on the west sides of continents and 
30° North and 30° South on the east sides. 

Traditional A-climate agricultural production 
can be either extensive or intensive. Using 
swidden, or slash-and-burn, cultivation, small 
numbers of subsistence farmers in South America, 
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Africa, and parts of Southeast Asia clear new fields 
and move their residences periodically, allowing 
fallow fields to regenerate. An efficient form of 
agriculture for this climate type, swidden cultiva- 
tion does not produce much surplus for trade. 
Land- and labor-intensive terraced rice-paddy 
farming occurs in an area almost encircling the Bay 
of Bengal and in southeast China and extends into 
the neighboring C climates. This kind of farming 
does produce surpluses for urban markets. Plan- 
tation agriculture, which emerged in the Carib- 
bean and neighboring South America soon after 
contact with Europeans, is wholly market-driven. 
Besides foodstuffs, warm, wet climates are ideal 
for plant and animal growth and differentiation 
and are the heartlands of the planet's biodiversity. 
Trade from these climatological realms has in- 
cluded wood, tropical foods, and spices. Both dis- 
eases and plants of pharmacological importance 
have appeared in and spread from the A climates. 
The Indian subcontinent has been the part of the 
A climates that has been most successful in pro- 
ducing industrial products. Land degradation and 
deforestation have been serious problems in the 
A-climate centers, particularly in Brazil, where 
plantation crops, commercial cattle ranching, and 
mining have expanded, and in Central Africa, 
where the degradation has been caused by popu- 
lation growth. The most effective way of trans- 
porting goods in the A climates is via air. 

The dry grasslands and deserts (the B cli- 
mates) are found on both sides of the equator 
between roughly 10° and 30° North or South of 
the equator on the west coasts of land masses, and 
owing to the earth’s tilt and the distribution of 
rainfall, they extend poleward into the centers of 
continents. 

The lightly populated low-latitude dry grass- 
lands remain homes for the large wild cats and 
the herbivores that are their prey. In the mid- 
latitudes, however, pastoral nomads settled the 
grasslands and traded with—and raided—the 
settled populations on the steppes’ edges. Begin- 
ning in the early twentieth century, machine cul- 
tivation and increasingly efficient transportation 
have made the midlatitude grasslands significant 
grain- and meat-producing areas. Where grass- 
lands merge into deserts, precipitation can vary 
markedly from year to year, and unless the soil is 


well husbanded, dust-bowl conditions can limit 
its productivity. 

Throughout most of history, trackless deserts 
have been less the sources of products for trade, 
and more obstacles to the movement of goods, 
even after the domestication of camels allowed 
traders to develop caravan routes across the Sa- 
hara and through Central Asia. Conditions are 
different where water can be found in deserts, as 
in oases and along exotic rivers such as the Nile, 
Tigris, and Euphrates. Where water supports life, 
large populations with busy craftsman and active 
markets have developed. Today, deserts produce 
valuable and widely traded minerals, and the Old 
World deserts provide industry’s largest reserves 
of petroleum and natural gas. 

The moist midlatitude C climates are distrib- 
uted on the west coasts of continents from about 
30° to about 60° and on the east coasts from about 
20° to about 40°. The D climates are found 
poleward of the C climates between about 40° and 
65° and have hot to mild summers and cold to 
very cold snowy winters. The distribution of these 
two climate types is discontinuous, being broken 
in the centers of continents by the extensions into 
the midlatitudes of the B climates. Between 30° 
and 40° on the west coasts of land masses, pre- 
cipitation is absent in the summer; this climate 
type is known as Mediterranean. 

The world’s continental trade is concentrated 
in C and D climates. More industry, more large 
commercial centers, and more efficient transpor- 
tation—including the agricultural and industrial 
heartlands of the United States, Canada, and Rus- 
sia and of a rust belt industrial area in northeast- 
ern China—are found here than in other climatic 
realms. Although preindustrial farming always 
and everywhere sensitively adjusted the use of 
the land to the microclimates affecting it, contem- 
porary commercial farming is driven more by 
market forces than by subtle climatic variations. 
In the midlatitudes, climate is even a source of 
energy, with the Dutch windmills being the 
archetypical examples. 

Like much of the A and B climates, the ex- 
tremely cold high latitude E climates that extend 
all the way to the poles are lightly populated. One 
of the world’s most extensive forested lands is 
centered on the sixtieth parallel. These forests 


provide traders with wood products, metals, and 
furs. With increasingly frigid conditions, plant life 
becomes stunted, and eventually only bare rock 
and ice caps are found. 

Although these climates are among the earth’s 
most hostile environments, hunting, reindeer 
herding, whaling, mining, and military activities, 
along with trade in the products of these activi- 
ties, have occurred in them since prehistoric times. 
The Russians have become experts in construc- 
tion in these severe climates. The building of the 
Trans-Siberian Railroad and the Siberian oil lines 
was as much a victory of human spirit over unfa- 
vorable climate as engineering feats. Today, how- 
ever, air transport, using great circle routes, can 
skirt, or hop over, these climates. 

The mountainous H climates are different 
from the others. Since climates in rising moun- 
tainous elevations imitate climates in increasingly 
higher latitudes, crop distributions and economic 
activities at higher elevations replicate those at 
higher latitudes. Formidable mountains, of 
course, are barriers to trade, but at low latitudes 
within the mountains, trade is generally carried 
on across their vertical zonations, while in 
midlatitudes, transhumance (seasonal migrations 
between the zones) has been common. The 
mountains’ mines and forests probably supply 
their most frequently traded products. 

Finally, climatologists distinguish between cli- 
mate and weather. “Weather” consists of the 
atmosphere’s proverbial constant fluctuations. Of 
all weather, it is the severe storms—hurricanes, 
cyclones, tornados, and typhoons—that have the 
most dramatic effect on trade, destroying produc- 
tive property and leading to the introduction of 
medical, governmental, and philanthropic aid. 


Paul Edson 
See also: Globalization. 


BIBLIOGRAPHY 

Barry, Roger G., and Richard J. Chorley. Atmosphere, Weather, 
and Climate. London: Routledge, 1998. 

Berry, Brian J.L., Edgar C. Conklin, and D. Michael Ray. The 
Global Economy in Transition. Upper Saddle River, NJ: 
Prentice Hall, 1997. 

Stutz, Frederick P, and Anthony R. de Souza. The World 
Economy: Resources, Location, Trade, and Development. 
Upper Saddle River, NJ: Prentice Hall, 1998. 


CLIVE, ROBERT (1725-1774) 185 


CLIVE, ROBERT (1725-1774) 


An employee of the British East India Com- 
pany, soldier, and one of the founders of En- 
glish imperial power in India. 


Robert Clive was born in Shropshire, England, 
where his father was a country squire. He did 
poorly at school and at the age of eighteen was 
sent to Madras in the service of the British East 
India Company. At that time, the War of the Aus- 
trian Succession raged in Europe, with the French 
on the opposite side of the English. This, and the 
competing support of different Indian princes, led 
to conflict between the English and French East 
India Companies. In 1751, Clive volunteered for 
the British army and rapidly distinguished him- 
self. He seized Arcot, the base of an Indian ruler 
allied to the French, and defended it against a long 
siege. After various other military exploits, Clive 
returned to England in 1753, having helped ex- 
tend English influence in the Madras area and 
having also acquired a small fortune. 

In 1755, he returned to India as the governor 
of Fort Saint David, with the rank of lieutenant 
colonel and with orders to drive the French out of 
India. In the following year, the nawab of Bengal 
attacked the British settlement at Calcutta, result- 
ing in the notorious incident known as the “Black 
Hole of Calcutta.” Clive and Admiral Charles 
Watson were sent out with a small relief expedi- 
tion and on January 2, 1757, they retook the city. 
The nawab agreed to restore the East India 
Company’s trading rights and concessions as well 
as to pay compensation. 

Clive then sought to overthrow the nawab, 
Siraj-ud-Dawlah, and replace him with a puppet, 
Mir Ja‘far. Clive defeated an army of 60,000 In- 
dian troops with 1,000 European soldiers and 
2,000 Indian sepoys at the Battle of Plassey. This 
proved a turning point for the control of India. 
The French were left with only Chandernagore. 
By 1760, Clive, through Mir Ja‘far, completely con- 
trolled Bengal and Bihar. 

He returned to India to assist in a crisis that 
arose when Mir Ja‘far was deposed and an un- 
friendly regime took his place. The military con- 
flict was settled before Clive arrived, but once in 
Bengal, he set about building a new civil admin- 
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Lord Robert Clive’s mid-eighteenth-century victories over the Mughal 
empire opened up India to the British East India Company, helping 
to tie the subcontinent into the web of Britain’s international trading 
system. (Library of Congress) 


istration, regarded by many as his greatest 
achievement. The main focus of this work was 
the reforming of the company’s affairs. He nego- 
tiated an end to the corruption that had become 
endemic in the company, paying the servants 
more appropriate wages, but forbidding them to 
engage in trade for private purposes. The East 
India Company acquired the right to collect all 
local taxes in the states of Bengal and Bihar, hav- 
ing to pay the nawab a tribute. Police powers were 
also effectually in the hands of the company, thus 
founding the English administration of India. 
Because of ill health, Clive returned to England 
in 1767, but on his return he found that he had 
made many enemies. Two parliamentary commit- 
tees exposed the corruption in the company, for 
which Clive was blamed. In 1774, he committed 
suicide at his house in London. 
Tony Ward 


See also: British East India Company; British Empire. 
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COFFEE 


A beverage that seems to have first been 
brewed in the Yemeni port city of Mocha 
around 1400 from the roasted beans of the 
fruit Coffea arabica, a tree native to Ethiopia. 


Pilgrims journeying to Mecca spread coffee 
throughout the Islamic world as far as India and 
Indonesia. Coffeehouses flourished as secular 
public places in Islamic societies with no taverns 
and few restaurants. Ottoman emissaries to 
France and Austria introduced coffee to Euro- 
pean aristocrats in 1665 and 1666. The first 
Vienna coffeehouse, using bags of coffee beans 
abandoned by retreating Turks after the 1683 
siege, removed the sediment and added honey 
and milk, producing a beverage more popular 
in Europe than the thick, black, unsweetened 
Turkish coffee. Jean de la Roque made the first 
direct European purchase of Yemeni coffee in 
1708, sailing around Africa to Mocha with three 
ships of the French East India Company, bypass- 
ing middlemen and expensive overland trans- 
port. Seedlings from a coffee tree cultivated in 
Louis XIV’s botanical garden in Paris were trans- 
ported to American colonies, where slave plan- 
tations had lower costs than Yemen’s artisanal 
production. Coffee prices fell from 18 shillings 
per pound for Arabian coffee in Britain’s North 
American colonies in 1683, to 9 shillings for Hai- 
tian coffee in 1774, to 1 shilling in the United 
States in 1790. Lower prices stimulated consump- 
tion in Europe and America. After Haiti’s revo- 
lution ended slavery in the 1790s, Brazil became 
the leading producer. 

As early as the 1880s, the Brazilian govern- 
ment bought and stored surplus coffee to main- 
tain prices when harvests were unusually large. 
Such attempted valorization of coffee during the 
depression of the 1930s, when Brazilian coffee was 
dumped into the ocean, burned, or converted into 


While coffee remains the world’s second-most valuable interna- 


tionally traded commodity, after oil, little of the proceeds go to ex- 
porting countries. In 2002, just $6 billion of the $55 billion in coffee’s 
world retail sales ended up in the pockets of producing countries 
like Brazil, whose coffee pickers are shown here. 

(Library of Congress) 


industrial products, allowed Colombia to expand 
its coffee production and world market share. 
Brazilian valorization fared no better in the early 
1950s. The UN-sponsored International Coffee 
Agreement, including both producers and con- 
sumers but dominated by Brazil and Colombia, 
regulated world coffee exports beginning in 1962 
(supported by import quotas of the United States, 
which was concerned about the spread of 
Castroism), but free riding and entry undermined 
the cartel, which collapsed when the United 
States withdrew in 1989. The Association of Cof- 
fee Producing Countries, including Brazil, Colom- 
bia, and Indonesia (the first, third, and fourth 
largest producers, respectively), attempted in 1996 
and again in 2000 to establish an Organization of 
Petroleum Exporting Countries-style cartel, but 
did not include Vietnam (the second largest pro- 
ducer), Mexico (excluded by its free-trade agree- 
ment with the United States), or, after May 1996, 
Guatemala, the largest Central American pro- 
ducer. Despite the cartel, prices paid to growers 
declined more than 80 percent from May 1997 to 
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May 2002 (even though U.S. retail prices for 
ground roast coffee fell only 27 percent), because 
of increasing Brazilian and Vietnamese produc- 
tion and the substitution of Brazilian and Viet- 
namese robusta beans for higher-quality Central 
American arabica. 

At the end of the 1980s, world retail coffee sales 
were $30 billion a year, with coffee-exporting 
countries receiving $10 billion, while by 2002 cof- 
fee-exporting countries received less than $6 bil- 
lion from retail sales of $55 billion a year, according 
to the International Coffee Organization. Oxfam 
(a development, relief, and campaigning organi- 
zation that works with others to find lasting solu- 
tions to poverty and suffering around the world) 
is campaigning for major Western coffee sellers 
to buy “fair trade” (higher prices to growers) and 
environmentally friendly (shade-grown) coffee. 


Robert W. Dimand 


See also: Food and Diet. 
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COINAGE 


A form of currency that utilizes the minting of 
metals such as gold and silver used as a me- 
dium of exchange. 


Before the use of coinage, people conducted trade 
on a barter basis. Barter was often difficult and 
restricted the development of trade because what 
one person had to exchange for an item produced 
by another individual was not always desired by 
the trading partner nor were values uniform. By 
the reign of Gyges, the Lydians had, according to 


188 COINAGE 


the ancient historian Herodotus, become the first 
people to strike coins from gold and silver. The 
Greeks would later strike coins using an alloy of 
gold or silver with other base metals. Since the 
appearance of the coin does not change with the 
addition of these alloys, governments searched 
for a way to ensure the value of the metal. Mints 
were commissioned that stamped the coins with 
the heads of rulers or other marks that guaran- 
teed the purity of the coins. During ancient times, 
the ratio of value between gold and silver coins 
was 13.3 to 1 and mixed metal (electrum) was 
valued at 10 to 1. The concept of coinage quickly 
spread to the Greek mainland, where master ar- 
tisans struck real-life images of Greek gods on 
their coins. Alexander the Great spread the usage 
of coins through his empire in the fourth century 
B.c.E. The use of coinage facilitated trade within 
his empire. Goods could be easily exchanged at a 
uniform rate from regions as remote as the bor- 
ders of India all the way to Egypt and Greece. 

The Romans continued the use of coinage, of- 
ten minting the heads of emperors or important 
events or places such as the Circus Maximus on 
the reverse side of the coin. The history of these 
Mediterranean empires was documented through 
these coins, including some rulers who remained 
relatively unknown except for their portraits on 
the coins. During medieval times, the portraits 
were changed to include Christ and the saints in- 
stead of rulers. Coinage remained limited in Eu- 
rope because of the scarcity of gold and silver. 

Where gold and silver was not readily avail- 
able, coins did not exist. In Africa, the use of cowry 
shells substituted for coins. Furs were used as a 
medium of exchange in Russia and would often 
be cut in half or quarters to provide an equal ex- 
change of value for other goods. 

The discovery of large quantities of gold and 
silver in the Americas after their discovery in 1492 
led to the extensive minting of coins in Spain 
during the sixteenth and seventeenth centuries. 
The unregulated use of coinage created inflation 
in Spain, and its rulers spent lavish amounts of 
money on wars throughout continental Europe. 
England and France benefited from Spain’s 
spending and were able to increase the amount 
of valuable specie in their own royal treasuries. 

As the British expanded their empire to the 


New World, the country did not have enough 
gold and silver to accommodate the increase in 
trade. Instead, the British colonies were forced to 
rely on barter trade or the use of cash crops such 
as tobacco. After the United States gained its in- 
dependence, the government under the Consti- 
tution established the U.S. Mint, which melted 
down the coins of other countries to produce its 
own coins. In the late nineteenth century, a ma- 
jor political struggle emerged in the United States 
between advocates of gold and silver coinage, the 
former supported by anti-inflation creditor inter- 
ests and the latter by pro-inflation debtor inter- 
ests. With gold in short supply, gold-backed 
coinage made money expensive, hence making 
it more expensive to pay back loans. With the 
decisive victory of “gold bug” Republican candi- 
date William McKinley in the 1896 presidential 
election, the debate was largely settled along pro- 
creditor lines. 

Today, most countries around the world rely 
on currency and coinage to conduct trade. The 
use of coinage has increased the ease and volume 
of trade on a worldwide basis. Since coinage con- 
tinually circulates, it creates a multiplying effect 
that allows for the further expansion of transac- 
tions between individuals. 


Cynthia Clark Northrup 


See also: British Empire; Cowries; Fur; Greek City-States; 
Roman Empire; United States. 
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COLD WAR 


The period from 1947 to 1991 when competi- 
tion and tension existed between the Soviet 
Union and the United States, but no conven- 
tional war occurred. 


The Cold War helped to determine the direction 
of world trade in the decades after World War II. 


After 1949, when the communist regime under 
the leadership of Mao Zedong established the 
People’s Republic of China, the Cold War spread 
to East Asia. Capitalist countries, allied with the 
United States, conducted most of their trade with 
each other Communist states, allied with the So- 
viet Union, directed most of their trade to other 
communist nations. Nonaligned states, such as 
India, traded freely with both sides. 

Both the United States and the Soviet Union 
created organizations that facilitated trade with 
their allies. The General Agreements on Tariffs and 
Trade (GATT) of 1947 provided a forum for the 
United States, Great Britain, France, and twenty 
other countries to lower tariff barriers and increase 
international trade. For the U.S. government, 
GATT and trade liberalization were part of a wider 
anticommunist strategy, which helped rehabili- 
tate the West European economies. Economic re- 
construction was an important element of U.S. 
foreign policy that resisted the threat of domestic 
communism in Western Europe. 

The Soviet Union and its satellites refused to 
join GATT and responded to U.S. and West Euro- 
pean efforts at economic cooperation by creating 
a rival body. In 1949, the Soviet Union, Albania, 
Bulgaria, Czechoslovakia, Hungary, Poland, and 
Romania founded the Council for Mutual Eco- 
nomic Assistance (CMEA). Dominated by the So- 
viet Union, CMEA established a series of bilateral 
trade agreements among the Eastern (communist) 
bloc countries. The German Democratic Repub- 
lic joined CMEA in 1950, Cuba joined in 1972, and 
Vietnam in 1978. 

Despite the basic separation of international 
commerce between capitalist and Marxist states 
during the Cold War, there was some trade be- 
tween these two opposing blocs. U.S. adminis- 
trations carefully monitored trade with the Soviet 
Union and its allies, in part to prevent the trans- 
fer of strategic technologies to the Soviet Union. 
In October 1963, President John F Kennedy ap- 
proved the sale of $250 million worth of surplus 
wheat to the Soviet Union to help meet poor har- 
vests, an initiative that helped repair relations that 
had been damaged during the Cuban missile cri- 
sis a year earlier. 

Barriers to trade between the communist and 
noncommunist blocs began to disappear during 
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the 1970s. U.S. diplomatic recognition of China and 
the détente with the Soviet Union expanded the 
opportunity for trade between the opposing sides. 
A West German opening to the German Demo- 
cratic Republic, Poland, and the Soviet Union also 
facilitated trade with Eastern Europe. In 1969, Willy 
Brandt, the West German chancellor, initiated 
Ostpolitik (eastern policy), which resulted in a mas- 
sive increase in trade between the two Germanys. 

The communist leadership in Eastern Europe 
and the Soviet Union were anxious for greater 
access to Western markets to meet domestic short- 
ages and accumulate West German deutsche 
marks and U.S. dollars. Poland experienced food 
riots in 1970 that forced the resignation of Party 
Secretary Wladyslaw Gomulka. After a poor har- 
vest in 1972, the Soviet Union was obliged to pur- 
chase 25 percent of the U.S. wheat crop. 

Economic détente between the communist 
and noncommunist states reached its zenith with 
the Helsinki Final Act of 1975. The agreement for- 
mally recognized post-World War II borders in 
Europe and included unenforceable provisions 
for the respect of human rights in the Soviet 
Union and Eastern Europe. Yet, at West European 
insistence, the treaty also contained provisions for 
future East-West economic cooperation and trade. 

Raw materials dominated exports out of the 
Eastern bloc in the 1970s and 1980s. In the 1980s, 
only 20 percent of Soviet exports consisted of 
manufactured goods. Only 3 percent of Soviet 
exports consisted of consumer goods. Trade lib- 
eralization with the West revealed that the Soviet 
economy was not competitive. Soviet manufac- 
tures were unattractive to consumers outside of 
the Eastern bloc. At the end of the Cold War in 
1991, 60 percent of Soviet trade was directed to- 
ward CMEA countries. 

Chinese trade with the West grew after Deng 
Xiaoping consolidated his control over the Com- 
munist Party in 1977. He encouraged foreign in- 
vestment in Chinese enterprises, supported trade 
with noncommunist countries, and allowed Chi- 
nese managers to pursue profits. Experiments 
with special economic zones, which opened up 
fourteen southern cities to foreign investment, 
were also successful. China successfully attracted 
international investment and expanded its trade 
in manufactured goods. 
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In spite of a brief period of economic sanc- 
tions, which followed the brutal suppression of 
prodemocracy demonstrations at Tiananmen 
Square in 1989, China maintained its export-led 
growth in the 1990s. Inexpensive labor offered an 
irresistible competitive advantage to firms that 
produced goods in Chinese factories. The value 
of Chinese exports grew from almost nothing 
during the Cultural Revolution to $250 billion by 
2000. The United States and Japan became China’s 
largest foreign markets, despite their legacy of 
poor relations with China during the Cold War. 


James Waite 
See also: China; Soviet Union. 
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COLONIZATION 


The process of establishing an outpost, or 
colony, of astate, economy, and/or people at 
some distance from the location of the estab- 
lishing entity. 


Although not all examples of colonization in his- 
tory have involved the creation of a system of 
political control by the establishing entity over the 
colony, such control has conventionally been re- 
garded as standard since the sixteenth century. 
Colonization is one of the main ways in which 
imperialism has functioned in the past five centu- 
ries. Reasons for establishing colonies have varied, 
typically involving some combination of the follow- 
ing goals: to secure or enhance trade, to establish or 
control the production of certain commodities, to 
solve social problems in the colonizing country by 
settling particular groups of its inhabitants abroad, 
and to create military bases for strategic purposes. 
Whatever the stated reasons for establishing a 
colony, the historical development of successful colo- 
nies has usually gone beyond those intentions or 
rendered them obsolete, often in a short time. Al- 
most all cases of colonization since the sixteenth cen- 


tury have relied on trade, regardless of formal in- 
tentions, and colonies played an important role in 
the construction of the global economy. 


SPANISH AND PORTUGUESE 
COLONIZATION 


The first significant European colonial ventures 
of early modern times were closely linked to trade. 
The small colonies established by Portugal in Asia 
and East Africa in the sixteenth century were es- 
sentially bases from which the Portuguese could 
attempt to redirect parts of the Asian-European 
and intra-Asian seaborne trade into Portuguese 
ships. They were both trading centers and naval 
bases, located at strategic points in the commer- 
cial system of the Indian Ocean and the South 
China Sea. Although they developed substantial 
populations (especially Goa, in southwestern In- 
dia) and became centers for significant intercul- 
tural contact, they never acquired large territories 
before the expansion of Portugal’s African colo- 
nies in the late nineteenth century. (The Portu- 
guese colony in Brazil, however, eventually 
became one of the largest countries in the world.) 

The initial Spanish colonies in the Caribbean 
area were also small, intended in part as bases for 
exploration in search of routes to Asia or as sources 
of wealth in America, and in part as sites for the 
production of commodities for export to Europe to 
keep the Spanish colonial enterprise solvent until 
the other intentions could be realized. The discov- 
ery and conquest of Mesoamerican empires in 
Mexico and Peru, and even more, the discovery in 
the 1540s of rich mines of silver in those countries, 
transformed the process of colonization, leading 
Spain to attempt to govern its expanded American 
colonies directly and to build a colonial economy 
around the extraction of silver. 

Between the sixteenth and the late eighteenth 
centuries, the Spanish government tried to restrict 
trade between Spain’s American colonies and Eu- 
rope strictly to fleets of Spanish ships under na- 
val convoy and through relatively autocratic 
colonial governments to limit economic develop- 
ment to levels necessary to support the silver en- 
terprise. In reality, both because of the growth of 
a Western population of European and mixed 
European-Indian descent and because of second- 


ary consequences of silver production, the Span- 
ish colonial economy developed beyond the 
restrictions placed on it by the colonial adminis- 
tration, engaging in extensive intercolonial and 
export trade and importing European and Asia 
goods through massive smuggling. An unre- 
solved tension between colonial government and 
expansive economy existed throughout the pe- 
riod of Spanish rule, until the wars of indepen- 
dence dismantled most of the Spanish colonial 
empire in the first third of the nineteenth century. 


BRITISH, DUTCH, AND FRENCH 
COLONIZATION 


Colonies were also a primary means by which the 
overseas expansion of northwest European 
peoples took place in the early modern era. The 
first permanent English, French, and Dutch colo- 
nies in North America, products of the early sev- 
enteenth century, were economically (and in 
every other way) quite marginal enterprises that 
got by on a combination of trade with indigenous 
populations (fur in French Canada, in New Neth- 
erlands, and in New England), production of ex- 
port products (tobacco in Virginia and Maryland), 
and smuggling (and occasionally piracy) in the 
Spanish colonies. 

Their circumstances were transformed by the 
establishment in the West Indies of colonies de- 
voted to the production of sugar, a highly profit- 
able commodity with a large and growing 
European market. The English took the lead in cre- 
ating sugar colonies (using systems of production 
introduced by the Portuguese), but the French, 
Dutch, and several other nationalities followed suit. 
Around a complex set of trade relations that in- 
volved the West African slave trade (to supply la- 
bor), the production of food in North America to 
feed the slaves, and the transportation and distri- 
bution of sugar and sugar products in Europe and 
elsewhere, a highly dynamic Atlantic economy was 
created. This economy flourished throughout most 
of the eighteenth century. It was anchored in colo- 
nies established by the major European powers, 
preeminently Britain and France. The political ar- 
rangements of these colonies permitted modern 
capitalist economies to be maintained and made it 
possible for substantial populations of Europeans 
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and Africans (the latter involuntarily, through the 
slave trade) to settle in America, thereby creating 
additional sectors of the Atlantic economy. On the 
other hand, colonial governments were supposed 
to be responsive to the policies of the imperial states 
that appointed them, and as in the Spanish colo- 
nies, there was always a tension between the inter- 
ests of colonists as participants in the multinational 
Atlantic economy and the national aims of the im- 
perial states. This tension led to revolution in most 
of the British North American colonies in the 1770s 
and to the creation of an independent country, the 
United States, in their place. 

The fact that the American Revolution had 
few long-term deleterious effects on British trade 
helped to break down the assumption that colo- 
nies were necessary for the expansion of the glo- 
bal economy. In the first three-quarters of the 
nineteenth century, European states did establish 
colonies, but generally under circumstances in 
which the expansion of trade or the achievement 
of some limited political aim apparently required 
such action—as, for example, in the case of the 
West African coast, where the British government 
gradually established political control over lim- 
ited areas in which traders and missionaries were 
active, but without a clear intention of expand- 
ing the colonial empire as an aim in itself and 
without a consensus that colonization in the re- 
gion was a good idea under any circumstances. 
The British effectively decolonized their holdings 
in Canada, Australia, and New Zealand by con- 
verting them into self-governing states with lim- 
ited dependency on the home country. The term 
“colony” came to be widely applied to settlements 
of European immigrants of common nationality 
within the borders of recognized non-European 
nation-states, such as the various colonies of Ger- 
man settlers in Latin America and Texas, which 
had no formal political links to the German states. 

In the late nineteenth century, the colony, as a 
political form, came back into fashion with a ven- 
geance. As the great powers suddenly came to be 
engaged in heated competition for control of large, 
previously uncolonized territories, they found it 
expedient to employ the model of the colony as 
the primary means of staking a claim to areas, of 
establishing effective control, and of organizing the 
process of the economic exploitation. At the Berlin 
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West Africa Conference in 1884, the rules of the 
competition were laid out in such a way that the 
creation of colonies was essentially required of 
the competitors, and so within the space of a little 
more than two decades, almost all of Africa was 
divided up into European colonies (although the 
official forms of colonization varied somewhat). 


THE DEMISE OF COLONIALISM 


It turned out, however, that the colony was not 
necessarily the ideal political form for organizing 
successful expansion of trade and economic 
modernization. Colonial governments had few re- 
sources at their disposal and had to respond toa 
wide variety of conflicting demands from politi- 
cal and economic interests at home and in the 
colonies—among which indigenous local interests 
did not figure very highly. When World War II 
weakened the economic foundations of most of the 
major colonial powers and reduced their ability to 
maintain colonial rule, the perception that colo- 
nies were not really needed for effective economic 
exploitation forced itself on the consciousness of 
political leaders and helped contribute to the pro- 
cess that led to rapid decolonization in the 1950s 


and 1960s. 
Woodruff D. Smith 


See also: Empire Building; Silver. 
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COLUMBIAN EXCHANGE 


A term popularized by environmental histo- 
rian Alfred Crosby, it refers to the many bio- 
logical, cultural, and human exchanges 
between Europe, Africa, and the Americas fol- 
lowing Christopher Columbus’s first journey 
to the Bahamas (October 12, 1492). 
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Spanish conquistadors’ victories over the Aztecs of Mexico led to 
the European conquest of the Americas and the massive distribu- 
tion of new trading commodities between the Western and Eastern 
Hemispheres, a process known as the Columbian exchange. The 
exchange included domestic animals like cattle and horses from 
east to west and plants—including tomatoes, potatoes, and corn— 
from west to east. (© North Wind Picture Archives) 


Widespread introduction of new diseases, plants, 
and animals has been intrinsically linked to hu- 
man intervention. Even though many areas of the 
Western Hemisphere (the Amazon and Mexico) 
have climates similar to African and European ar- 
eas (the Congo and the Mediterranean), geographi- 
cal isolation over millions of years led each region 
to develop diseases, plants, and animals unique to 
the area. This was particularly true in the Western 
Hemisphere, whose location between two oceans, 
combined with high mountain ranges oriented 
from North to South, limited biodiversity and con- 
tacts with outside areas. 

The first exchange between the New World and 
the Old World took place over 10,000 years ago 
when Siberian hunter-gatherers crossed the Bering 
Straight into North America, where they intro- 
duced the human species, along with, possibly, 
dogs and tuberculosis. Vikings temporarily settled 
in Newfoundland around 1000 c.., but no biologi- 
cal interchange apparently took place. Worldwide 
biological exchanges increased along with human 
interactions, most notably when Europeans 
brought back Middle Eastern crops following the 
First Crusade (1099), and when the Black Death 
epidemic struck Europe following a Mongol inva- 
sion (1347-1350). 


What made the Columbian exchange unique 
was the scope, as well as the effect, of the biological 
reordering brought about by Spanish, and later Por- 
tuguese, French, Dutch, and English explorers. As 
they explored and conquered territories peopled 
by American Indians, then settled them with Eu- 
ropean and African inhabitants, they introduced 
diseases, plants, and animals heretofore unknown 
in the Americas, and brought back equally new 
imports, most notably crops, to Eurasia and Africa. 

Diseases that Europeans introduced to the 
Western Hemisphere include influenza (1506) and 
smallpox (1519), along with diphtheria, measles, 
the bubonic plague, whooping cough, typhus, 
then, following the massive influx of African 
slaves in the seventeenth and eighteenth centu- 
ries, malaria and yellow fever. It seems likely that 
Columbus's sailors introduced venereal syphilis 
from the Caribbean to Spain after they came back 
from their American journey in 1493, though 
some scholars still debate this point. 

Spaniards first attempted to introduce crops 
common in their own Mediterranean climate, in- 
cluding figs, grapevines, lemons, olives, onions, 
oranges, chick peas, and wheat. Of more lasting 
impact were tropical plants, including banana trees, 
coffee, and sugarcane, as the latter two became cen- 
tral to Caribbean and Brazilian slave plantations. 
Europeans imported American crops, such as many 
varieties of beans, cacao, corn, manioc, peanuts, chili 
peppers, pineapples, sweet potatoes, white pota- 
toes, squash, tobacco, tomatoes, and vanilla. 

Many animals and humans also traveled 
across the Atlantic. Cattle, large dogs, horses, 
sheep, goats, pigs, and rats were European im- 
ports. Few large domestic animals, aside from the 
llama in the Andes, existed in the Americas, and 
guinea pigs were the only animals to thrive in 
Europe (Europeans also used dye from Mexican 
cochineals). Human relations were more complex. 
The arrival of Europeans, most notably in North 
America and the southern cone of South America, 
and of 9 million African slaves, primarily in Bra- 
zil and the Caribbean, had a profound impact on 
the racial makeup of the New World. Widespread 
miscegenation created large mestizo (Caucasian 
and American Indian ancestry), mulatto (African 
and Caucasian ancestry), and zambo (African and 
American Indian ancestry) populations. Incom- 
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ing Europeans brought with them new tools and 
techniques, such as the plow, iron, gunpowder, 
the alphabet, and the wheel; languages, such as 
Spanish, French, Portuguese, and English; and 
religions, such as Catholicism and Protestantism, 
that are now a mainstay in the Americas. 

The Columbian exchange’s impact, positive 
in Eurasia, negative in Africa and the Americas, 
was dramatic. European diseases, smallpox in 
particular, reduced the native American popula- 
tion by 50 to 90 percent (out of an estimated pre- 
Columbian population of 50 to 100 million people) 
and greatly facilitated Hernan Cortés’s conquest 
of Mexico (1519-1521) and Francisco Pizarro’s con- 
quest of Peru (1531-1533). In most Caribbean is- 
lands, native Tainos and Caribs were wiped out 
within decades of Columbus’s arrival. While 
Africa’s population did not undergo a spectacu- 
lar drop akin to the Americas’, internecine war- 
fare, aimed at seizing slaves for the export market, 
increased significantly, thus weakening native 
kingdoms. 

The introduction of new crops to Europe and 
Asia had effects ranging from the mundane (such 
as the introduction of the hammock and the bar- 
becue), to the addictive (such as the chocolate, 
coffee, and tobacco crazes) to the dramatic. North 
European peasants, after initial fears, made the 
potato a central part of their diet, while south 
Europeans became equally attached to corn and 
tomatoes, with both changes resulting in signifi- 
cant population increases. The introduction of 
New World crops also helped China’s population 
more than double during the eighteenth century. 


Philippe R. Girard 


See also: Cacao; Chocolate; Corn; Disease; Livestock; Pota- 
toes; Tobacco. 
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COLUMBUS, CHRISTOPHER 
(1451-1506) 


Explorer in the New World. 


Born to a family of weavers in the Italian port of 
Genoa, Christopher Columbus determined to go 
to sea when still a boy. As a young man, he worked 
on ships in the Mediterranean and sailed as far 
west as Ireland and Iceland. He eventually settled 
in Lisbon, which Prince Henry the Navigator had 
recently transformed into the main center for 
trade and exploration in western Europe. The 
Portuguese were busy establishing trade routes 
with the Far East by circumnavigating Africa. 
Columbus became convinced that ships could 
more easily reach the Indies by sailing west 


(1451-1506) 


around the globe. Certain that Japan was only 
3,000 miles away from Lisbon, he hoped to raise 
a fleet of ships, head west by dead reckoning, and 
found a great city in the Far East that would con- 
trol most of the trade with Asia. 

Columbus petitioned the royal courts of west- 
ern Europe for funds to help him fulfill his dream. 
The kings of Portugal, England, and France re- 
jected his scheme, believing that the proposed 
voyage was impractical since the world was much 
larger than Columbus imagined. The kings were 
also unwillingly to meet his demands for a fully 
equipped fleet, a share of the trade, and noble 
titles that could be passed on to his children. Co- 
lumbus finally convinced Queen Isabella of Spain 
to take a chance on his scheme. Claiming she 
would pawn her jewels if necessary, Isabella 


Christopher Columbus's landing at San Salvador Island (in the modern-day Bahamas) on October 12, 1492, inaugurated the conquest of 
the Americas and the rise of Europe to global economic and political hegemony in the second half of the second millennium. 
(Library of Congress) 


worked with the full support of her royal trea- 
surer to outfit Columbus with three ships and 
ninety men. In August 1492, Columbus and his 
crew boarded the Nina, the Pinta, and the Santa 
Maria in Palos, Spain. They traveled to the Ca- 
nary Islands and then headed west for the Indies. 
Early on the morning of October 12, 1492, 
Columbus and his men spotted the island of San 
Salvador in the moonlight. For the next three 
months, they explored the Bahamas, Cuba, Haiti, 
and Hispaniola. Columbus was convinced that he 
had discovered islands off the coast of China and 
asked the Arawak Indians to lead him to the im- 
perial capital. When Columbus returned to Spain, 
Ferdinand and Isabella awarded him with the 
titles Admiral of the Ocean Sea and Viceroy of 
the Indies. They outfitted a much larger expedi- 
tion and sent him on his second voyage in Sep- 
tember 1493. Still convinced he had found the 
Indies, Columbus spent three years discovering 
and exploring more islands in the Caribbean. 
On his third voyage in 1498, Columbus discov- 
ered Trinidad and the northern coast of Venezuela. 
He now admitted that he had found an “Other 
World,” but still believed it was directly southeast 
of China. On his fourth and final voyage in 1502, 
he explored Honduras in an attempt to find a wa- 
ter route to the Pacific Ocean. Four years later, he 
died forgotten and penniless in Valladolid, Spain. 
Although he never clearly understood that he had 
discovered a new world, Columbus had opened 
more possibilities for exploration and trade than any 
other single person in recorded human history. 


Mary Stockwell 


See also: Exploration and Trade. 


BIBLIOGRAPHY 
Morison, Samuel Eliot. Admiral of the Ocean Sea: A Life of Chris- 
topher Columbus. Boston: Little, Brown, 1942. 


COMBINATION ACTS 


The Combination Acts reflected the English 
government’s fear of social and industrial de- 
mocracy, protection of industry in a time of 
war, and an attempt to provide law and order 
in the new industrial society. 
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In the late eighteenth century, England was in 
the midst of its Industrial Revolution, testing the 
workability of laissez-faire economics and fight- 
ing periodically with France. Power was shifting 
from the old country squires to the new industri- 
alists, and the working class was caught in the 
middle. English political parties ranged from con- 
servative to reactionary. Tories saw no need to 
reform the system, Liberal Tories wanted reform 
but had no inclination to involve the working 
classes in politics and no use for democracy, and 
Wellingtonian Tories had no use for the working 
class at all. Whigs were willing to give the work- 
ing class only the workhouse. Tories tended to be 
upper-class or aristocratic believers in the old sys- 
tem, while Whigs were the newly emerging in- 
dustrialists and businessmen who believed in free 
trade, hands-off government, and low wages. 
Neither party had room for the masses. 

English industrialization was ruthless and 
harsh on the workers. Unhappy with the disloca- 
tion and suffering industrialization caused by 
Whig businessmen busily maximizing profit and 
minimizing expense, English workers resisted, 
organized, and attempted to improve conditions. 
The country gentry, not yet aware that they were 
obsolete, hoped to control the situation as they 
had controlled society for so long. The Combina- 
tion Acts were an attempt by a society shifting 
from agriculture to industry in the middle of a 
war to adjust to its new circumstance. 

Prime Minister William Pitt wanted to con- 
trol workers’ disruption of the industrial system 
and the war effort. He called for a series of Com- 
bination Acts, which together outlawed workers 
joining together to agitate for shorter hours or 
greater pay. The effect was to outlaw trade unions. 
But there was some provision for unemployment 
insurance and other workers’ benefits. 

Guilds dated from the Middle Ages. The new 
unions were sometimes the old guilds, sometimes 
friendly societies, locally based in public houses 
and intended primarily to provide insurance and 
fellowship for members. They also set apprentice- 
ship standards and negotiated wages. The French 
wars fueled inflation, and the societies demanded 
matching wage increases. The government read 
the demands as indicators of disaffection. English 
Common Law defined combination in restraint 
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of trade as conspiracy, and employers associations 
also had convinced Parliament to enact additional 
laws against workers’ combinations. 

When the London Master Millwrights asked 
the House of Commons in 1799 to prohibit combi- 
nations within their trade, William Wilberforce 
called combinations a“ general disease in our soci- 
ety” and Pitt introduced the Combination Acts of 
1799 and 1800. The laws resembled the older acts 
in principle but provided a summary trial before a 
justice of the peace instead of a trial at Assize. The 
1800 law allowed appeals. Maximum penalty was 
three months in prison, which was much less se- 
vere than earlier laws that provided for up to seven 
years’ transportation. The laws outlawed workers’ 
and employers’ combinations alike and required 
legally binding arbitration of wage disputes. 

Although rarely used, the Combination Acts 
reflected government fear of social and indus- 
trial democracy, Pitt’s determination to protect 
industry in time of war, a snobbish feeling that 
the lower orders had forgotten their place, and 
an attempt by the gentry to provide law and or- 
der in the new industrial society, which they no 
longer understood. 

The acts actually benefited unions because they 
were less used than older laws, employers and 
magistrates did not want to get involved with 
union disputes, and unions learned to use the 
postal services and the tools of secret societies such 
as the Freemasons as well as the Methodist skills 
in delegation, representation, and federation. And 
they learned the value of ceremony from the 
Hampden Clubs. 

The benefit of the acts showed in the rise of 
the Philanthropic Society. Starting in 1792, the 
Stockport and Manchester Spinning Society fu- 
eled a rise of organization in textiles, which led to 
strikes in 1810 and 1818. The latter year saw an 
attempt to go beyond crafts unionism to a Gen- 
eral Union of the Trades that would cross skill and 
geographic lines. The textile workers of Lancashire 
worked first with shipwrights in London and silk 
weavers at Spitalfields. Then they began work- 
ing with craftsmen such as shoemakers, bricklay- 
ers, hatters, and coal miners. Their combination 
was the Philanthropic Society. The effort failed 
when the leaders were arrested. 

By the early 1820s, the acts were virtually dead, 


and reformist “Enlightened Tories” such as Francis 
Place and Joseph Hume requested that William 
Huskisson, the chair of a parliamentary commit- 
tee, investigate how the acts were working. 
Huskisson reported that the acts, by denying an 
outlet, merely caused irritation and unnecessary 
violence. Huskisson’s committee and manufactur- 
ers recommended repeal, which happened in 
1824. Unfortunately the timing was bad, as 1824 
and 1825 were years of expansion of both trade 
and unions and unionists struck violently for the 
closed shop (union only). The result was a 
strengthening of the conspiracy laws and a modi- 
fication to the repeal that narrowed the purposes 
of combinations. Union members were subject to 
suit for breach of contract or restraint of trade, 
and they could not picket or otherwise obstruct. 
Union funds were vulnerable to legal collection, 
and owners took a stronger stance against collec- 
tive bargaining after 1825. 

The union leadership resisted efforts to repeal 
the Combination Acts. Francis Place, originally a 
union craftsman, supported radical politicians in 
the Commons by collecting data on reform causes. 
Between 1822 and 1824, he provided eight vol- 
umes of data supporting the repeal of the Com- 
bination Acts. He thought that the repeal would 
result in the demise of the union movement, so 
he was quite surprised when the repeal resulted 
in rapid union growth. 


John Barnhill 


See also: Industrial Revolution; Labor. 
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COMINTERN 


A congress established by Vladimir Lenin as a 
way of claiming communist leadership of the 
international socialist movement. 


The Third (or Communist) International (Comin- 
tern) was established in 1919, during the height 
of the Russian civil war, as an alternative to a po- 
tentially resurgent Second (or Socialist) Interna- 
tional. Held in Moscow, the founding congress 
was intended to have diverse representation from 
the world’s socialist camps, yet the vagaries of the 
civil war impeded a number of delegates from 
reaching the congress, thus necessitating a signifi- 
cantly reduced agenda. It was not until the sec- 
ond congress, held the following year that the 
firm differentiation between socialist and commu- 
nist parties was delineated with the adoption of 
the “Twenty-one Conditions” for Comintern 
membership. 

Efforts at fomenting revolution during the 
1920s failed, despite the growing strength of the 
internationalist movement, and resulted in the 
abandonment of the Twenty-one Conditions in 
1935. Shortly thereafter, the Comintern began to 
form coalitions, or “popular fronts,” with bour- 
geois parties, primarily in western Europe, and 
faced increased conflict from established regimes, 
most notably those of fascist Germany and Japan. 
To pacify its Western Allies during World War II, 
the Soviet Union dissolved the Comintern in 1943. 

During its brief existence, the overall impact 
of the Comintern with regard to world trade was 
relatively insignificant. As the Comintern’s prime 
purpose was the coordination of the world so- 
cialist movement, most policies dealt with politi- 
cal rather than economic issues. Only with respect 
to trade unionism did the Comintern speak to is- 
sues of world trade. In particular, European trade 
unions dominated by anarcho-syndicalists (mem- 
bers of a movement that supported the notion of 
“stateless socialism,” a free socialist economic sys- 
tem) adhered to Comintern policies regarding the 
coordination of international efforts to foment 
revolution by inducing strikes that would disrupt 
production of goods, thus impacting the system 
of world trade. 

A naive belief on the part of the Soviet mas- 
ters of the Comintern that global revolution was 
afoot led them to adopt policies that actually un- 
dermined revolutionary movements and activi- 
ties. By the late 1930s, the Comintern had lost 
control of the world socialist movement. Its dis- 
solution in 1943 ensured that the Soviets would 
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not affect international trade, at least not through 
this organization, nor was there evidence that any 
other viable communist organization could carry 
out the same. 


Sean Michael Cox 


See also: Communism. 
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COMMUNICATION 


The exchange of information between people, 
in either a written or a verbal form. 


Communication is an integral part of trade. Even 
within the smallest community, the exchange of 
goods and services cannot occur without some 
form of communication. To sell a surplus of a 
product to another individual who does not have 
the ability or desire to produce the same item re- 
quires the two parties agree on the value of each 
item. Verbal communication is the simplest and 
easiest way of conducting business at the local 
level. A farmer with extra grain barters with a 
herdsman with extra cattle, and a value is placed 
on each commodity. As long as the two parties 
speak the same language and agree on an equal 
exchange, the transaction is not difficult. But if 
the two parties are conducting long-distance 
trade, the problem becomes more complicated. 


RISE OF WRITTEN LANGUAGES 


During ancient times, before the advent of a writ- 
ten script or hieroglyphics, merchants who wanted 
to trade with foreign regions had to learn the lan- 
guage or find an intermediary who spoke the lan- 
guage of both parties. Translators were vital to trade. 
In some market cities, many languages were spo- 
ken. This trend continued even after written lan- 
guage was developed. For example, in Melaka more 
than eighty different languages were spoken in the 
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sixteenth and seventeenth centuries. Once written 
language was used extensively, accounts were of- 
ten written in more than one language so that 
people from different regions could understand or 
learn to translate the description or document into 
their own language. The Rosetta Stone contained 
three different languages and helped scholars de- 
cipher one of the unknown tongues. 

The first known written language that has not 
been deciphered was Linear A script. Its succes- 
sor, Linear B script, was deciphered in 1952. Used 
by the Bronze Age kingdom of the Mycenaeans, 
this written language outlined the trade between 
the Mycenaeans and other peoples for items such 
as cumin, ivory, and slaves from Lemnos, Cnidus, 
and Miletus. Other items that are recorded among 
the king’s inventory are chariots, chariot wheels, 
harnesses, helmets, armlets, spears, arrows, 
grains, spices, cheese, and fruits. Kings, nobles, 
and merchants could record their inventories on 
clay tablets that were then hardened in the sun. 

The ancient Egyptians had both verbal and 
written communication. They relied on picto- 
grams, or hieroglyphics, to convey information 
about daily activities, the afterlife, battles, victo- 
ries, and many other important events. Some of 
their slaves, in particular the Canaanites, took the 
concept of a written language with them when 
they left Egypt for the Sinai and Arabian penin- 
sulas. Their descendants, the Phoenicians, devel- 
oped the first alphabet. The use of letters and 
words made communication easier. Since the 
Phoenicians traded throughout the Mediterra- 
nean Sea, the use of written accounts allowed 
them to maintain more accurate records—an im- 
portant element in a successful business. Since 
they traveled to the remotest regions of the 
known world at the time, including Greece and 
Italy, they spread the idea of written language 
throughout Western civilization. By 1000 B.c.£., the 
Greeks began using the Phoenician alphabet, 
which was composed exclusively of consonants. 

The Greeks improved the alphabet by add- 
ing vowels. Like the Phoenicians, the Greeks were 
traders who traveled throughout the Mediterra- 
nean world. At every major port or trade center, 
Greek merchants carried their language and their 
written communication. Before the rise of Rome, 
the Greek language facilitated trade east to Cen- 


tral Asia, south to Egypt, west to Spain, and north 
to the Slavic regions. This common language 
made it easier for merchants to bargain and ex- 
change items as well as ideas. 

Ancient Rome, which emerged as the Greek 
city-states began to decline, developed its own 
written alphabet. The Latin language replaced 
Greek as the language of trade, but very slowly. 
Many merchants could conduct transactions in 
both Greek and Latin, especially in the areas that 
were formerly under Greek control. But the Ro- 
mans carried the Latin written or oral forms of 
communication farther to Great Britain, north to 
the Germanic tribes, south into Africa, and east 
to India. Along with their language, the Romans 
carried trade. Throughout the known world, 
goods were exchanged from one region to another 
along the Roman roads and by sea. The well- 
defined tax system of the Romans required the 
accurate accounting of business transactions and 
wealth, which required a well-defined form of 
communication. The taxes raised by the Romans 
paid for the maintenance of the empire. When 
the Western Roman empire fell in 476 c.£., trade 
diminished but the Latin language, as well as 
Roman law and customs, kept western Europe 
unified under the protection of the Roman Catho- 
lic Church. The limited trade that occurred from 
the sixth through the twelfth centuries was con- 
ducted primarily on a regional basis. Monks car- 
ried some goods from one region to another. 
Jewish or Syrian traders also sold their wares at 
annual fairs, but trade remained limited. The East- 
ern empire, however, continued to enjoy a 
healthy trade relationship with the Far East, Slavic 
peoples, and the Middle East. 

After the rise of Islam in the seventh century 
B.C.E., a new language emerged on the world 
scene. Arabic became the language of Islamic 
merchants who traded throughout the Middle 
East and North Africa. In the process of conduct- 
ing their trade, they also spread their new reli- 
gion. Arabic was spoken as far west as the Iberian 
Peninsula. Once again, the common language 
helped to stimulate trade since people could com- 
municate easily with one another. 

This pattern of communication and trade was 
manifest again in the major European empires of 
the sixteenth and seventeenth centuries. The 


French and the English conducted business rela- 
tions around the world in their native tongues. 
With the rise of England as the dominant world 
power after the Seven Years’ War (also known as 
the French and Indian War) and the American 
Revolution, the British Parliament tightened its 
control over all of its empire, especially in its large 
colonies such as India. The British language became 
the official language of the government and 
schools. With more than eighty dialects spoken in 
India, the use of the English language had a unify- 
ing effect on the subcontinent. Subjects around the 
world learned English, British law, British govern- 
ment, and British customs that all governed the 
conduct of trade. Again, the common language 
made it easier and more efficient for trade to occur. 

After World War I and World War II, the 
United States became the dominant world power. 
But since Americans spoke a variation of the En- 
glish language, it was easier for them to be un- 
derstood throughout much of the world. Both 
Great Britain and the United States pursued a 
course of free trade in the postwar period. Mer- 
chants as well as missionaries and politicians used 
this common language, which could be easily un- 
derstood by the native population. Where the 
traders traveled, so did the ideas of democracy, 
free trade, and Christianity. 


MODERN COMMUNICATIONS 


During the late nineteenth and into the twentieth 
centuries, a number of revolutions occurred. Tele- 
graph lines carried messages across the United 
States and most of Europe by the mid-1800s. A 
person could send a message, for a per-word fee, 
which would be received within a matter of min- 
utes or hours instead of days or weeks. The trans- 
mission time was further reduced with the 
invention and widespread use of the telephone. 
As the number of subscribers increased, business 
could be conducted quickly by simply picking up 
the phone. Telephones remained the main verbal 
mode of communication while newspapers and 
the mail dominated the written communication— 
until the computer age. 

As an outgrowth of research and develop- 
ment that occurred during the two world wars, 
computer technology emerged. Large computers 
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that filled whole rooms computed calculations 
needed for the physics and other scientific for- 
mulas to ascertain the dynamics of space, time, 
and speed. Programming was often cumbersome, 
with stacks of punch cards required each time an 
operator needed to resume calculations. During 
the 1950s and 1960s, the government continued 
to enhance this new technology. In the United 
States, the newly formed National Aeronautic and 
Space Administration played a key role in the 
development of the computer, as would compa- 
nies like International Business Machines (IBM). 
By the 1980s, IBM had developed a smaller, more 
compact version of the computer for home use. 
The personal computer operated with a digital 
operating system, which required its users to un- 
derstand computer programming. Sales of the 
personal computer soared after Microsoft devel- 
oped its first user-friendly point-and-click soft- 
ware. By the 1990s, most Americans either used a 
personal computer at work or at home or both. 

The personal computer revolutionized com- 
munication. At first, information could be trans- 
ferred from one computer to another by way of a 
modem that sent signals over telephone lines. With 
millions of users, telecommunication companies 
realized that dial-up technology was inefficient and 
so they began offering direct cable or DSL for high- 
speed access to the Internet. The use of the Internet 
became available to the public during the early 
1990s. Large mainframe computers such as those 
used by universities and government agencies 
could be accessed for information. 

Computer technology and the use of satellites 
opened up communication even more. Wireless 
technology led to the development of the cellular 
telephone industry. Not only did cell phones allow 
people to communicate instantly wherever they 
were, but the industry exploded as well. Business 
travelers could be reached for information or kept 
abreast of the latest developments. By using a cell 
phone, computer users can also access the Internet. 

Communication remains an essential element 
for trade. The development of technology that 
facilitated communication coincides with the mod- 
ern period of global trade. As long as people can 
communicate, either in written or verbal form, 
trade will continue. 

Cynthia Clark Northrup 
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See also: Alphabet, Greek; Alphabet, Latin; Barter; British 
Empire; Computers; Internet; Linear B Script. 


BIBLIOGRAPHY 

Chadwick, John. Linear B and Related Scripts. Berkeley: Uni- 
versity of California Press, 1987. 

Daniels, Peter T, and William Bright. The World's Writing Sys- 
tems. New York: Oxford University Press, 1996. 

Moschovitis, Christo J.P History of the Internet: A Chronology, 
1843 to the Present. Santa Barbara: ABC-CLIO, 1999. 

Sherman, Josepha. The History of the Personal Computer. New 
York: Franklin Watts, 2003. 

Tulsi, Ram. Trading in Language: The Story of the English in In- 
dia. Delhi: GDK, 1983. 


COMMUNISM 


Historical system characterized by the public 
ownership of the means of production and the 
elimination of private property. In communist 
states, foreign trade is controlled by highly 
centralized state monopolies. 


Classical communist political thought speaks little 
on the subject of world trade. Neither Karl Marx 
nor Friedrich Engels overly concerned themselves 
with trade policies or with trade relations between 
communist and noncommunist states. What few 
lines they spared in their works on communism 
were too sparse from which to derive any real and 
practical application. While this may seem surpris- 
ing, itis quite consistent with their rejection of “uto- 
pian blueprints” and the notion that such details 
of a future communist society could be planned. 
In the wider camp of socialist political 
thought, other theorists such as Karl Kautsky be- 
lieved that should the proletariat overthrow the 
capitalist world system, the socialist system that 
would be established afterward would soon in- 
validate the debate between protectionism and 
free trade, which at its core was the heart of com- 
munist concerns with trade and trade policy. Be- 
cause of the lack of answers in the works of Marx 
and Engels, theorists such as Kautsky and Johann 
Gottlieb Fichte developed socialist doctrine on 
commercial policy on a country-by-country ba- 
sis, reflecting the realities of the particular state 
under examination. Thus, doctrinal approaches 
to world trade and trade policy varied from state 


to state, preventing the development of a unified 
communist theory on trade and trade relations. 


MODERN THEORY AND 
PRACTICE 


In the twentieth century, the theory and practice 
of planned (communist) economies held that to 
be successful, trade between nationalized econo- 
mies and open (capitalists) economies was depen- 
dent on the creation of appropriate institutional 
and organizational structures for centrally planned 
economies. Thus, from a communist perspective 
the emphasis of trade and trade relations came to 
fall not on the development of theory appropriate 
to the task at hand, but to the development of in- 
stitutions that could carry out trade within the con- 
text of communist political, social, and economic 
structures. Understanding that the basic goals, eco- 
nomic mechanisms, and institutions of communist 
states are inherently different from those of capi- 
talist systems, it is possible to examine the impact 
of communism on the practice of trade relations. 


THEORY AT WORK 


In communist systems, the behavior and techniques 
that led to interaction with international markets 
were significantly different from those in capitalist 
systems. Many of the differences were a reflection 
of the implementation of Stalinist interpretations 
of communist ideology rather than Marxian tenets 
or any long-standing practices of trade control. For- 
eign trade monopolies, trade aversion, long-term 
trade agreements, export pricing and exchange 
rates, commercial policies, balance-of-payment con- 
cerns, and convertibility issues all affected commu- 
nist participation in international trade. 


FOREIGN TRADE MONOPOLIES 


While in capitalist systems governments do take part 
in some trading operations besides their regulatory 
roles, the vast majority of foreign transactions are 
conducted by private concerns. In communist states, 
however, foreign trade was a highly centralized 
pursuit that was controlled by state monopolies that 
were highly centralized. Most trade issues were 
handled by ministries of foreign trade, which del- 
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“Crush capitalism or be crushed by it!” reads the caption of this 1919 poster by Soviet graphic artist Deni Victor. Vladimir Lenin, the leader 
of the Soviet revolution, asserted that the growth of the global empire-based economy in the late nineteenth and early twentieth centuries 
represented the final stage of capitalism. (© Topham/The Image Works) 


egated responsibility to subministries, generally 
known as foreign trade organizations, that would 
then monitor imports and exports for particular eco- 
nomic sectors and subsectors. Foreign trade minis- 
tries were not usually operational bodies, but 
administrative units that transmitted information 
and data from the trade organizations to the state 
planning committees, which were responsible for 
determining import and export targets. These tar- 
gets that were issued by the planning committees 
had the force of law, and the trade organizations 
were expected to negotiate imports and exports with 
other communist bloc countries or capitalist private 
enterprises accordingly. The significance of this lay 
in the fact that it was primarily the trade organiza- 
tions that had contact with foreign entities and not 
the concerned enterprises themselves. The domes- 
tic enterprises in fact had little incentive to produce 
export-quality goods that met the needs of the buy- 
ers, as they were not familiar with the buyer. More- 
over, profits were not generally dependent on 


exports because of state intervention, and manufac- 
tured commodities were not particularly valued 
domestically because of their inferior quality. 
Further consequences of state foreign trade 
monopoly included reifying antimercantilist trade 
views, the tendency to barter over import/export 
exchanges, and rendering tariffs redundant. Ex- 
ports were considered as a means of acquiring 
imported goods (in particular, difficult-to-acquire 
manufactured goods), not as a means of turning a 
profit, thus marketing and promotion of export 
goods was minimal. Only in the case of balance- 
of-payment difficulties were exports strongly 
touted. Furthermore, because exports were not 
valued, they were only seen as a balance to im- 
ports purchased. It was generally more important 
for exports to equal imports than it was to profit 
from the sale of exports exclusively. Finally, com- 
munist states did not benefit from import duties 
as foreign trade was controlled and limited by state 
monopolies, thus rendering tariffs unnecessary. 
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TRADE AVERSION 


In general, and as a function of Marxist ideology, 
many communist countries attempted to mini- 
mize external trade. The primary reason for such 
aversion was most likely the desire on the part of 
state planning committees to minimize distur- 
bances that could be created in the material bal- 
ances of commodities. For much of their existence, 
communist states’ foreign trade balances were sig- 
nificantly below those of capitalist systems. For- 
eign trade was seen as risky, as it was thought to 
lead to the development of dependency of for- 
eign goods, a thought to which most communist 
states’ leaders were extremely adverse. 

Profitably was not the motivating factor in 
promulgating foreign trade, rather, it was of ne- 
cessity that communist states did business with 
the capitalist West. Moreover, the understanding 
that internal pricing mechanisms were inherently 
irrational (a function of Marxist ideology and the 
rejection of capitalist market mechanisms) further 
discouraged foreign trade, as state planners were 
essentially clueless as to how to price goods for 
export. 


EXPORT PRICING AND 
EXCHANGE RATES 


Internal prices of commodities in communist sys- 
tems failed to reflect, for reasons that will be de- 
scribed, the accurate market prices of goods, both 
exportable and domestic. By ignoring supply and 
demand mechanisms and instituting excise taxes 
and sectoral subsidies, state planning committees 
were unable to determine rational prices for their 
commodities. This affected the exchange of cur- 
rency (or currency equivalents) because prices in 
communist states on tradable goods could not 
reflect the purchasing power of the local currency 
in relation to tradable goods. Setting aside quo- 
tas, tariffs, exchange controls, and the like, prices 
in capitalist states reflected the value of a states’ 
currency relative to other states as prices gener- 
ally found an equilibrium through foreign trade. 
Communist states lacked this equilibrium factor 
as prices were determined by committee rather 
than by market mechanisms. 

Understandably, the most difficult question 


for state planning committees was: At what price 
should internationally tradable goods be set? In 
general, the response to this conundrum was to 
simply set prices that reflected current trading 
values in capitalist states, regardless of the true 
value of the commodity in real terms. This was 
easily achieved because foreign trade, in particu- 
lar East-West trade, usually amounted to such an 
insignificant part of the economy of any given 
communist state, that any income earned, or any 
loses made, from foreign trade was easily ab- 
sorbed into the system. 

Essentially, the purposes for setting exchange 
rates based on random pricing were twofold. First, 
to maintain a balance in payments or trade in lo- 
cal currencies, some common unit of accounting 
was required. As trade was conducted in West- 
ern terms, an exchange rate was necessary to 
record balances in “own” currencies, rather than 
in Western currencies. Economically, there was 
no purpose in this as foreign trade was such a 
small part of the total economic volume of com- 
munist states. Politically, however, reporting trade 
balances in the currency of that state was a mat- 
ter of pride and demonstrated, no matter how 
falsely, that communist states could compete in 
the international market. Second, for the purposes 
of allowing tourists, limited as they may have 
been, embassy and consular employees, and 
members of press services to freely purchase 
goods and services, foreign currencies needed to 
be exchangeable. 


LONG-TERM TRADE 
AGREEMENTS 


Given the extensive nature of central planning in 
communist states, most foreign trade was con- 
ducted under the auspices of long-term trade 
agreements, usually lasting up to five years. The 
intent behind such agreements was to reduce 
the risks of foreign trade by bringing certainty to 
the trading markets of communist states. By speci- 
fying minimum levels of trade and flows of goods, 
state planning committees intended to set up 
norms of trade that could be used in the annual 
calculations that established the distribution of 
resources and commodities internally for the com- 
ing year. 


COMMERCIAL POLICIES 


For many of the communist states, trading with 
foreign countries, particularly in the West, pre- 
sented certain concerns requiring resolution. One 
such situation was the idea of establishing tariffs 
on traded goods, not for the purpose of protect- 
ing domestic markets, but to be used as tools in 
negotiations with foreign business enterprises. 
State ownership of the means of production, a 
basic tenet of communist systems, meant that tar- 
iffs were unnecessary. State planning committees 
decided what was produced, how much was pro- 
duced, where and when it was distributed, and 
at what price. Importation of commodities was 
part of this calculation and was implicitly under- 
stood as a quota on foreign goods. Foreign enter- 
prises could never compete with domestic 
industries as planning committees could always 
reduce the prices of commodities. In particular, 
with the growing number of most-favored-nation 
(MEN) trading states, communist systems needed 
some bargaining tool with which to negotiate the 
assignation of such status. As MEN status required 
the reduction of impediments to trade, and as 
communist systems had no inherent impedi- 
ments, effectively a trade barrier needed to be 
created so as to replicate the bargaining process 
that normally occurred between two Western 
states negotiating MEN status. 

A second issue that arose out of communist 
commercial policies regarded the “dumping” of 
commodities on the international market (selling 
goods at values below their domestic production 
costs). Communist states had been accused of this 
on many occasions in the twentieth century. The 
issue of dumping was difficult to deal with be- 
cause at its source was the fact that the irrational- 
ity of the pricing systems of communist states, 
with the randomness of exchange rates, usually 
made it impossible for foreign agencies to deter- 
mine if dumping truly had occurred. Further- 
more, the existence of foreign trade monopolies, 
where exports and imports were not independent 
of each other, prevented an accurate assessment 
of the ability of a state enterprise to actually pro- 
duce such a number of goods for export that could 
be considered dumping, that would be allowed 
to be sold abroad in the first place, or that would 
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be sold at a price that reflected differences in in- 
ternational and domestic markets. 


BALANCE OF PAYMENTS 


Strict control by the state over foreign trade opera- 
tions generally resulted in communist countries 
showing a balance in trade accounts. It was gener- 
ally understood, however, that should trade be 
freed, deficits would be quickly built unless trade 
terms could be altered through such mechanisms 
as currency devaluation or import substitution. 
Taut planning, repressed inflation, industrializa- 
tion, and limited import/export targets resulted in 
unsatisfied demands for imported goods, while 
domestic goods remained unpopular and out of 
demand. This, of course, created serious balance- 
of-payment issues for communist countries, as it 
was difficult to establish equilibrium in import- 
export exchanges. State planning committees relied 
on equilibrium because of the highly centralized 
nature of the planning system. Currency devalua- 
tion was also not an option to achieve equilibrium 
as pricing in communist systems was irrational and 
any reduction in prices had no effect on the real 
exchange value of currency. Thus, it was better to 
minimize foreign trade than risk severe systemic 
disequilibria in payment balances that were po- 
tentially catastrophic. 


RESOURCE INCONVERTIBILITY 


One prominent feature of communist systems 
was the lack of currency convertibility on the in- 
ternational market. This was a result of the taut 
planning policies, the irrational pricing systems, 
and the hidden balance-of-payment issues that 
were inherent to centrally planned economies. In 
particular, if the balance of payments were out of 
equilibrium, then currencies could not be traded 
or used to purchase imported goods. By control- 
ling imports, communist states attempted to avoid 
imbalance and the devaluation of their own cur- 
rencies, which also prevented citizens from con- 
verting domestic currencies into foreign monies 
or gold. Conversion of currency was allowed only 
to the extent necessary for acquiring foreign com- 
modities and never more than the earnings from 
foreign trade. The most obvious way of address- 
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ing this problem was to limit foreign trade (to 
minimize the possibilities of imbalances) and to 
establish bilateral trade agreements, which could 
be sustained reliably over time. In this way, com- 
munist states were not overly susceptible to the 
vagaries of the international trade system. 

Besides currency inconvertibility, communist 
systems were subject to the more serious problem 
of “commodity inconvertibility,” a feature unique 
to centrally planned systems. Foreigners shopping 
in communist countries were restricted from pur- 
chasing goods that were obtained through impor- 
tation. Commodities, especially those in heavily 
subsidized sectors, were often lower in cost than 
importers could obtain in their own countries, 
even with transportation costs factored into the 
price. Only commodities offered by foreign trade 
associations were available, as established by state 
planning committees. Furthermore, these goods 
could only be purchased using foreign currencies 
as the carefully balanced system of equilibrium 
could be thrown out of balance if there were un- 
planned and disruptive purchases. 


PRACTICAL APPLICATION OF 
COMMUNISM AND THE IMPACT 
ON WORLD TRADE 


In practice, the influence of communism on trade 
issues in the twentieth century was most obviously 
evident in the institutional structures of the states 
of Eastern Europe. The communist systems in place 
for much of the century developed comprehen- 
sive economic features, distinctive from those of 
capitalist systems, which as a whole affected their 
participation in global trade and influenced their 
trade policies. Utilizing these features with an 
understanding of the general theoretical practices 
described earlier completed the communist version 
of foreign trade participation. Ownership rights, 
planning issues, employment, incentive factors, 
and price controls were all manifestations of the 
practical application of contemporary communist 
thought to issues of trade and trade relations. 


OWNERSHIP 


With few exceptions, economic sectors in these 
countries (aside from agriculture), where nation- 


alized and centralized, reflected one of the pri- 
mary tenets of contemporary communist politi- 
cal ideology: the public ownership of the means 
of production. Agriculture, the exception to the 
rule, was primarily a collectivized and more lo- 
calized concern. However, the state was able to 
maintain significant influence as the principal 
supplier of goods such as fertilizer and machin- 
ery and as the agency that determined prices and 
purchased most agricultural products. While com- 
petition did exist among and between different 
economic sectors, the fact that all properties were 
commonly held prevented economic battles that 
were often seen in capitalist societies as competi- 
tors vying for market share. Furthermore, mo- 
nopolies were a given as it was the state that in 
fact exercised the ownership rights of the prole- 
tariat, and the lines between different agencies in 
the same sector were often blurred. 


CENTRAL PLANNING 


Working in conjunction with central ownership of 
state industries to define and organize the com- 
munist system was the practice of employing 
central planning to determine economic output. 
While not a prerequisite feature of communist sys- 
tems, central planning played an important role 
in the great majority of twentieth-century commu- 
nist states. State planning could fall along a spec- 
trum of action, ranging from planning boards 
exercising authority over every transaction that oc- 
curred, to reliance on both internal and external 
market mechanisms to settle planning issues. In 
the larger proportion of states, planning decisions 
usually fell somewhere in between the two ex- 
tremes, those only being reached in times of great 
urgency, such as actions taken by the Soviet Union 
during World War II to prevent total economic ruin. 

Under communist systems, the distribution 
of goods was similar to that of capitalist countries. 
The significant difference, however, was that un- 
der communism it was the state that determined 
output and pricing policies rather than private 
owners or liberal market mechanisms. In general, 
prices in communist systems were much more 
rigid than in capitalist countries and output 
changes were less responsive to market demands 
or consumer needs. This was a result of the in- 


herent complexity of planning for the supply and 
production of thousands of commodities by tens 
of thousands of business enterprises and the gen- 
eral lack of responsiveness on the part of the state 
to its citizens. While business interests were al- 
lowed to buy freely of common and sundry con- 
sumer goods, important products (defined through 
some obscure bureaucratic procedure) were tightly 
regulated. Outputs, sales targets, delivery dates, 
buyers, and sellers were all directly controlled by 
state planning committees. In effect, planning com- 
mittees acted as substitutes for the “invisible hand” 
of Adam Smith, replacing the market mechanisms 
of supply and demand with bureaucracy. 

The practice of establishing “material bal- 
ances,” whereby sources of commodities were 
listed opposite usage of commodities, effectively 
tied up the system of distribution and produc- 
tion if the supply and demand of a product did 
not balance, skewing the entire system because 
of the complex issues of resource allocation in- 
volved in the interindustry relations that were by- 
products of most communist models. In short, if 
one industry required more or less of a commod- 
ity, the spillover in other industries was signifi- 
cant as it was the central planning committees that 
determined the most efficient way of resolving 
the imbalance, generally without input from the 
industries thus affected. 


EMPLOYMENT 


Related to the issues of both nationalized indus- 
tries and state planning is the matter of employ- 
ment. Unlike in capitalist countries, communist 
countries guaranteed the maintenance of full 
employment (although it was generally guaran- 
teed as a function of taut planning). One method 
of achieving this involved state planning commit- 
tees setting output targets for production well 
above the realistic availability of resources and 
growth rates. As there were higher targets to meet, 
more work was required, thus necessitating more 
employees. However, this skewed the system by 
leading to an excessive demand for consumer 
goods (the source commodities of which may 
have been diverted by planning committees to 
economic sectors requiring greater commitments 
of resources) and labor, much like in capitalist 
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wartime economies. Important commodities were 
hoarded, enterprise managers underreported 
production capabilities so as to be able to meet 
production quotas, and enterprises began using 
“expediters,” individuals with the right connec- 
tions on the black market who could arrange for 
the illegal purchase of needed commodities above 
and beyond those provided by the state. 

The overall effect of maintaining full employ- 
ment was a significant impact on the purchasing, 
distribution, production, and consumption of re- 
sources and commodities. In terms of trade, the 
effect was also negative as the quality of the com- 
modity produced declined (a result of planning 
schemes meant to retain maximal employment 
that created a seller’s market), thereby reducing 
its desirability in both domestic and international 
markets. 


PRICING 


In communist states, prices were relatively inflex- 
ible, changed infrequently, and remained insu- 
lated from the market mechanisms of supply and 
demand. This was a direct result of the system of 
central planning and the ability of planning com- 
mittees to set the prices on both wholesale and 
retail commodities. Thus, prices of commodities, 
and in particular consumer goods, did not reflect 
the real value of the goods had price indexes been 
allowed to float with supply and demand. Price- 
fixing decisions by planning committees were 
generally influenced by the Marxian concept of 
labor theory of value (tying wages to price), which 
undermined both the accurate reporting of costs 
and its reflection on prices for such commodities 
as land, rent, interest, and profit. As these were 
not seen as labor-produced commodities, their 
values was severely underrepresented in the 
market and spilled over into related industries 
such as petroleum, natural gas, banking, and 
small-scale enterprises that existed in the heavily 
rent-dependent societies. 

The disequilibria of prices to value were fur- 
ther irrationalized by the introduction of excise 
taxes and enterprise subsidies. These taxes gen- 
erally served both social and economic purposes 
in communist systems. Alcohol and cigarettes 
were taxed at higher rates to discourage their con- 
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sumption, while books and musical instruments, 
for example, had virtually no taxes, so as to en- 
courage their purchase. Economically, goods that 
were in greater demand had higher taxes placed 
on them, while commodities that were more 
abundant (those few goods that could be pro- 
duced at set targets) had lower taxes assigned. 
This was a function of attempts by many of the 
communist countries’ planning committees to 
compensate for imbalances in supply and de- 
mand, which led to decreased revenue. Subsidies 
were introduced not as positive rewards systems, 
but to compensate for the costs of operations of 
enterprises that had negative earnings, or to cover 
losses in sectors where wages had risen faster than 
productivity levels. 

The overall impact of price irrationality in 
communist economic systems, whether from 
taxes, subsidies, or imbalances in the supply and 
demand mechanism, was keenly felt in commu- 
nist bloc trade as raw resources and manufactured 
commodities were most often exchanged at se- 
vere imbalances to their true market values. In- 
ternationally, manufacturers happily purchased 
certain commodities, generally raw resources, as 
the true value of the good was generally well 
underpriced when compared to the same com- 
modity in capitalist countries. 


INCENTIVE FACTORS 


As profit was not the primary motive for produc- 
tion in communist states, it was difficult to create 
incentives for lowering overall costs and raising 
product quality. Factor in the often-unrealistic pro- 
duction targets, and the motivation to produce 
high-quality goods at low costs was magnified. In 
particular, enterprise managers were faced with 
few incentives to encourage the development of 
efficient and cost-effective production values. In 
communist systems, targets were more numerous 
and ordered differently than under capitalism. 
Reduced unit costs, reduced wage expenditures, 
maximized output, increased capital productivity, 
and increased labor productivity were just a hand- 
ful of the targets that managers were faced with, a 
number of which clashed with one another. For 
much of the communist era, output targets were 
the primary concern, overshadowing all other tar- 


gets and providing the largest managerial bonuses 
(the only incentive given for performance). Over 
time, managers let all other targets slide in favor of 
the quantitative targets geared toward measuring 
output. This lack of concern in other target areas 
contributed to the deterioration of product qual- 
ity (especially as economies grew and became more 
sophisticated and diversified) and lowered mar- 
ket demand, setting off the material balances char- 
acteristic of centrally planned economies. In the 
mid-1970s, reforms were introduced to stem the 
tide of problems by shifting bonuses away from 
output targets to sales numbers, but in general it 
was too little too late as the problems of demand 
and overproduction persisted. 


ECONOMIC GOALS 


Internally, the structures of communist states pre- 
vented the development of economic systems that 
were efficient and accessible to external markets. 
From the 1950s through to the early 1980s, de- 
cline in economic productivity was directly tied 
to the policies of the Soviet Union (epitomized 
by Leonid Brezhnev’s twenty-year-plus reign as 
leader of the Soviets) and its influence on the So- 
viet satellite states of Eastern Europe. While 
Brezhnev’s death in 1981 led to several years of 
political uncertainty, by 1985 and the accession of 
Mikhail Gorbachev to the top post in the Soviet 
Union, economic concerns had taken on a new 
importance and new initiatives for economic re- 
form were explored. Before the Gorbachev period, 
the economic goals of the communist states of 
Eastern Europe, primarily related to industrial- 
ization, were determined by political policies in- 
fluenced by both Marxist-Leninist ideology and 
the desire to outperform capitalist systems. 
Explicitly, communist countries defined par- 
ticular goals, such as full employment and stable 
prices, which would contribute to the strengthen- 
ing of their political systems. Policies that promoted 
these goals were implemented administratively 
and fell in the areas of pricing and market control, 
as they generally worked best to bring about 
gradual change to the system. By the 1980s, how- 
ever, a number of reforms had been implemented 
to make communist markets more competitive in- 
ternationally. The biggest reforms came in the area 


of nonlabor-valued goods, such as rents, interest, 
and land. While land still remained state owned, 
attempts were made to give value to the use of 
land for economic purposes. Similar attempts were 
made in the areas of rent and rent collection, and 
the use of interest, primarily in banking concerns. 
In short, the communist systems were slowly con- 
forming to accepted economic practices of capital- 
ist states. By converging their economic systems 
with those of capitalist states, communist countries 
were able to create interest in foreign trade, as long 
as production quality increased and prices re- 
mained somewhat stable. 


TRADE BETWEEN BLOCS 


For communist states, there were realistically only 
two alternatives in foreign trade, both of which 
tended to be mutually exclusive. In terms of ease, 
intrabloc trade, that is, trade between communist 
states, was relatively simple as trade systems were 
harmonized (in fact, usually patterned after some 
basic Stalinist model) and dictated by the Soviet 
Union through its domination of the Council for 
Mutual Economic Assistance (CMEA). Participa- 
tion in CMEA trade was often a lifeline of trade 
for communist countries if relations with noncom- 
munist states soured. Trade taken at the intrabloc 
level was often understood in terms of balances 
of economic and political power within the bloc, 
as a mechanism for economic integration, and, in 
the case that one state may step out of line from 
the appropriate behavior, as economic coercion. 
This last was a tool used significantly by the So- 
viet Union to keep its satellite states in order. 
The other primary trade alternative was trade 
with the West (or capitalist states). Foreign trade 
of this variety was significantly more difficult as 
there were stronger political factors than eco- 
nomic factors impinging on trade issues, and trade 
with the West was often seen as a sign of weak- 
ness among communist countries. Much of the 
type of trade between East and West could be 
defined by economic warfare. The goal of many 
Western states, in particular the United States, was 
to prevent the military and economic develop- 
ment of communist countries. By denying com- 
munist states strategic goods, the West hoped to 
impede their growth and eventually cause their 
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collapse (a strategy that, it could be argued, was 
successfully demonstrated with the collapse of 
communism from 1989 to 1991). 

Conversely, communist states were loath to 
allow the West to gain the upper hand and were 
willing to fight not in terms of besting the West 
through economic development, but by making 
themselves invulnerable to the economic warfare 
of the West. In this case, the East had a distinct 
advantage, as Western states needed to work to- 
gether by way of consensus and concession; the 
Eastern forces could be marshaled by the Soviet 
Union, usually in the form of developing inter- 
locking economies that were difficult to penetrate, 
because of many of the features outlined earlier, 
from the outside. 

In the end, the adversarial political and eco- 
nomic ideologies of the two blocs had a signifi- 
cant impact on international trade, at least at a 
truly global level, an impact that for the most part 
was not resolved until the collapse of communism 
in the late twentieth century. 


Sean Michael Cox 


See also: Capitalism; Communism; Council for Mutual Eco- 
nomic Assistance. 
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COMPARATIVE ADVANTAGE 


The basic principle explaining the pattern of 
international specialization and the gains from 
trade. 
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If two countries each have an absolute advantage 
in producing a different good (i.e., each country 
can produce a particular good with smaller factor 
inputs per unit of output than any other coun- 
try), then there are obvious gains from each coun- 
try specializing in producing the commodity in 
which it has an absolute advantage, as Adam 
Smith explained in 1776. Comparative advantage, 
the basic insight of international trade theory, is 
far less obvious: all countries can benefit from 
specialization and exchange even if one country 
has an absolute advantage in producing all goods. 
Robert Torrens gave a verbal statement of com- 
parative advantage in 1815 (which was made 
clearer in subsequent editions of his Essay on the 
External Corn Trade), but the widespread influence 
of the concept is because of David Ricardo’s fa- 
mous numerical example in chapter 7 of his Prin- 
ciples of Political Economy (1817). 

Ricardo assumed that two countries, Portu- 
gal and England, could produce two goods, cloth 
and wine, using a single factor of production: la- 
bor. Each country has a fixed amount of labor, 
which is mobile between occupations within a 
country, but not between countries. Ricardo as- 
sumed that England could produce 1 unit of cloth 
with 100 person-years of labor and 1 unit of wine 
with 120 person-years of labor. Portugal could 
produce 1 unit of cloth with 90 person-years of 
labor and 1 unit of wine with 80 person-years of 
labor, so that Portugal had an absolute advantage 
in producing each good. Suppose that, without 
trade, each country would produce and consume 
one unit of each good, so that total output would 
be two units of cloth and two of wine. If England 
devoted all of its 220 person-years of labor to pro- 
ducing cloth, it could produce 2.2 units of cloth. 
If Portugal devoted all of its 170 person-years of 
labor to producing wine, it could produce 2.125 
units of wine. 

By England specializing in cloth production 
and importing Portuguese wine, and Portugal spe- 
cializing in wine production and importing English 
cloth, each country could consume strictly more 
of each good. Both countries would be better off 
because of the international division of labor and 
efficient allocation of resources. The crucial point 
is that the opportunity cost of a unit of cloth is five- 
sixths of a unit of wine in England and nine-eighths 


of a unit of wine of Portugal, so that England has a 
comparative advantage in producing wine (even 
though itis at an absolute disadvantage, measured 
by the labor input per unit of cloth). Similarly, the 
opportunity cost of a unit of wine is sixth-fifths of 
a unit of cloth in England and eight-ninths of a 
unit of cloth in Portugal, so the opportunity cost of 
producing wine is lower in Portugal. 

Comparative advantage shows that two coun- 
tries both benefit from specialization and ex- 
change even if labor is more productive or better 
paid in one of the countries. 


Robert W. Dimand 


See also: Economics, Classical; Ricardo, David; Smith, Adam. 
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COMPASS 


An invention capable of plotting accurate navi- 
gational courses independent of geographic 
landmarks or celestial sightings. 


Before the compass, travelers navigated by the 
stars or by observing geographic points of inter- 
est. Either method severely limited the range and 
safety of travel. A cloudy sky could obscure the 
stars, while keeping to a checklist of known geo- 
graphic points discouraged people from travel- 
ing to unknown regions. 

The compass stripped away these limitations. 
Ships were freed from sailing along the coastline 
to find their way and no longer become lost while 
searching for stars on dark nights. Sailors could 
find their way even in winter, when bad weather 
obscured both the coast and the stars. This dis- 


The compass, originally developed by Muslims in the Middle Ages 
and shown here at use on a nineteenth-century French ship, was 
critical for navigation and thus international trade. 

(Mary Evans Picture Library) 


covery opened the door to year-round trade and 
made possible the great sailing expeditions of the 
fifteenth century. 

The first historical reference to a compass ap- 
pears in a Chinese text dating to 83 c.r. It describes 
a spoon-shaped lodestone (magnetite) invention 
that pointed southward. By the eighth century, 
the Chinese were using magnetized needles in- 
stead of the lodestone. 

These early compasses used a free-floating 
magnetized object, such as aneedle perched ona 
platform of cork bobbing in a bowl of water, to 
indicate the direction of Earth’s magnetic poles. 
A variation was the dry-pivot compass, which 
suspended the magnetic needle in the air. 

The first European reference to the compass 
appeared around 1190 c.z., when Alexander 
Neckam, an English scientist and abbot, wrote 
about a magnetic compass in a book about inven- 
tions. By the early thirteenth century, magnetic 
compasses appeared on ships. The device evolved 
to incorporate all east-west and north-south po- 
sitions and wind directions. 

Among the early practitioners of the compass 
was Prince Henry the Navigator, the son of King 
John of Portugal. Prince Henry founded his own 
commercial maritime enterprise and trained a 
cadre of seamen in the use of the compass. These 
men became stellar mariners. They were the first 
Europeans to sail around the African continent 
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and map its features, a success that helped to clear 
the way for the African slave trade. 

Other great Portuguese navigators include 
Vasco da Gama, whose 1497 expedition opened a 
trade route between Europe and Asia, and 
Ferdinand Magellan, whose expedition for Spain 
was the first to circumnavigate the earth. 

The compass was instrumental in the rise of 
the Venetian Republic. By the early thirteenth 
century, using a combination of maritime prow- 
ess and crafty politics, the republic forged a mo- 
nopoly on European trade from the east. Its 
dominance spurred other countries to seek al- 
ternative routes to the East. One of these was 
Spain, whose desire to circumvent the Venetians 
put Christopher Columbus on course to discover 
the Americas. 

The magnetic compass operates on a scien- 
tific theory that the earth’s core consists of an iron 
mass surrounded by free-flowing iron liquid. The 
friction from movement of this liquid generates a 
magnetic field that pulls at a magnetized object. 
The direction of the earth’s true magnetic poles 
are not exactly aligned with the planet's rotational 
axis, so a user of the compass must take this de- 
viation, known as an inclination, into account. 

Other types of directional compasses have ap- 
peared over time. A solar (or sun) compass oper- 
ates much as a sundial does by indicating 
direction through the shadow cast by the Sun. 
Navigators used solar compasses in those areas 
where the earth’s magnetic field fluctuates, such 
as at or the near the magnetic poles or at high 
altitudes. The solar compass surfaced in the four- 
teenth century and is likely the invention of Syr- 
ian Arabs of Aleppo. 

The gyrocompass uses a frame of spinning 
wheels, known as a gyroscope, that allows the 
device to maintain its altitude even while tilting 
in different directions, making it advantageous 
for ships and aircraft. 

Hermann Anschutz-Kaempfe of Germany 
received a patent for the first working gyroscope 
in 1905. Elmer Sperry patented a gyroscope in 
1911, and the two men fought bitterly over in- 
fringement. The gyroscope has since become a 
crucial instrument for guidance systems and me- 
chanical stabilizers. 

Ann Saccomano 
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COMPETITION 


As a concept, refers to a rivalry among two or 
more people or groups of people for a given 
prize; might refer to anything from chess com- 
petition to a soccer game as fulfilling the 
meaning of the verb “to compete.” 


Competition is a political and social goal, as well as 
an economic one, with some possible resulting con- 
flict among these various values. In the political 
sense, competition refers to a society where indi- 
vidual freedoms fully exist and where democracy 
is the main founding pillar. In the economic sense, 
the rivalry is among the firms in a given industry 
for the goal of maximizing their profits vis-a-vis 
other firms in an industry. The rivalry in question 
might also be among the countries to maximize their 
overall welfare vis-a-vis other countries in the world. 


ECONOMIC MEANING OF 
COMPETITION 


Competition is one of the basic principles of eco- 
nomic theory. The well-known tendency concern- 
ing the meaning of competition in economic 
theory is to consider it as the opposite of mo- 
nopoly, but this has created confusion in terms of 
the relationship between economic efficiency and 
business behavior. 

There are a number of scholars who provide 
significant insights to the concept of competition, 
such as George Stigler and Paul McNulty. Stigler 
defines competition in an economic sense as a 
means of organizing economic activity to achieve 
a goal. The economic role of competition, accord- 
ing to Stigler, is to discipline the various partici- 
pants in economic life to provide their goods or 


services skillfully and cheaply. McNulty points 
out that competition is a principle so basic to eco- 
nomic reasoning that not even such powerful crit- 
ics of orthodox theory as Karl Marx and John 
Maynard Keynes could avoid relying on it with- 
out ever clearly specifying what exactly competi- 
tion is. Both Stigler and McNulty share the same 
idea that the concept of competition has evolved 
from the emphasis of Adam Smith in his Wealth of 
Nations, from rivalry between firms to competi- 
tion as a situation where there is an absence of 
effective monopoly power. However, McNulty 
comments that the concept of competition already 
existed before Smith, but his emphasis on the is- 
sue helped accelerate the evolution of the con- 
cept. In the Wealth of Nations, Smith stressed the 
fact that the actions of the rival firms are the es- 
sence of competition. Competition can be present 
even though there is a monopoly power. Accord- 
ing to Stigler, nonocclusive forms of rivalry, for 
instance, price cutting and product differentia- 
tion, are competition for Smith. 

Throughout the evolution of the concept of 
competition, there exists anumber of leading eco- 
nomic theories and models that have had signifi- 
cant policy implications. One of the best known 
of these is the perfect competition model, which 
is a representation of the optimum, a kind of 
measuring stick against which all other situations 
and market structures can be evaluated. It is an 
exacting concept forming the basis of the most 
important model of business behavior. The es- 
sence of the concept is that the market is entirely 
impersonal. It exists when there is no monopoly 
power. In other words, there should be no seller 
or buyer with price-making power and a signifi- 
cant effect on market results. The absence of price- 
making ability is highlighted as one of the key 
features of perfect competition. 

The cutthroat pricing contests as the test of 
market strength between firms are considered a 
rivalry. The basic assumptions of the perfect com- 
petition model were as follows: many number of 
firms, homogeneous products, free entry and exit 
to the market in question, perfect flow of infor- 
mation in the market, and the firms make their 
decisions independent of each other. There were 
many criticisms of the perfect competition model, 
such as that it had no connection with real-life 


phenomena and that it was too abstract. Because 
of criticisms such as these, other theories and ap- 
proaches arose. 

Another important contributor in the evolu- 
tion of the competition concept was Edward H. 
Chamberlin, who merged the concepts of mo- 
nopoly and competition as the result of the un- 
deniable fact that the business world is more or 
less a mixture of the two. More specifically, the 
term “monopolistic competition” is a form of in- 
dustrial organization in which the elements of 
competition and monopoly coexist. Chamberlin’s 
theory of monopolistic competition had two sig- 
nificant results. First, it was an improvement over 
the simplicity of the older classification of perfect 
competition. Second, it paved the way for a con- 
cept of competition as distinct from the concept 
of competitive market that is relevant in terms of 
both economic analysis and economic policy. 
Chamberlin pointed out the diversity of products 
in a given market and the similarity of products 
produced by different industries and developed 
his theory through the inadequacy arising out of 
the perfect competition model. Chamberlin’s con- 
tribution made it possible to address the problem 
of defining products and industries, however, the 
theory was not adequate enough to solve eco- 
nomic problems. 

The criticisms about the abstract concept of 
perfect competition led to other theories and mod- 
els of competition, such as workable competition. 
According to this concept, the real-world markets 
do not have so many firms in a market, therefore, 
judging them as anticompetitive would not be fair. 
The workable competition concept had its prob- 
lems since it made it difficult to clarify which in- 
dustry was competitive or anticompetitive when 
used during the policy implementations. Later in 
the 1960s, the workable competition concept 
evolved into the effective competition concept by 
J.M. Clark. 

Much of the ambiguity about the meaning 
of competition arose from the failure to distin- 
guish between competition and market structure. 
The market structures are monopoly, duopoly, 
or oligopoly. This classification made it possible 
to obtain analytical simplicity, and it helped to 
clear out the confusion between monopoly and 
competition. 
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The contributions to the evolution of compe- 
tition concept are quite extensive. One of the most 
important conceptual debates concerning com- 
petition evolves around the definition of compe- 
tition with two main approaches: competition as 
the state of affairs and competition as a process. 
Neoclassical economists introduced the concept 
of competition as the state of affairs. And the main 
contributions of the neoclassical economists were 
twofold: the perfection of the concept of compe- 
tition and the idea that competition itself is a 
market structure. Antoine-Augustin Cournot, 
William Jevons, and Francis Edgeworth were ef- 
fective during the evolution of these ideas, yet 
the merging of the market and competition con- 
cepts was the result of the works by J.B. Clark and 
Frank Knight, which cleared the way for the con- 
temporary perfect competition concept. Stigler, 
on the other hand, believed that the merging of 
competition and market concepts was unfortu- 
nate since according to him the two needed sepa- 
rate treatment. 

The classical economists thought of competi- 
tion as a market process, a force, and a dynamizer 
of the economy, whereas the neoclassical devel- 
opment of the perfect competition concept was 
taking it as a market structure. This could be ac- 
cepted as a sharp break in the evolution of social 
thought. Actually, classical and neoclassical ap- 
proaches toward competition are incompatible in 
a basic sense, reflecting the condition of equilib- 
rium and behavioral patterns leading to it. 

Itis hardly possible to complete the evolution 
of competition theory without mentioning the 
significant contributions of the Austrian school of 
economists. The Austrians pointed out the limi- 
tations of the neoclassical approach. For them, 
competition is a process that moves the economy 
to an equilibrium. This follows that the process 
of exchange, within their terminology catalectics 
(the science of exchanges), is central to their think- 
ing. Their focus of attention is the entrepreneur 
or the acting person in a given market. The com- 
petitive process is driven by the self-interest of 
the entrepreneur who has to make choices de- 
pending on the limited amount of information 
he or she has and because of his or her percep- 
tion of the present and future conditions in the 
market. The same is true for the others in the 
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market. The Austrian view of competition is based 
on removing obstacles to competition so that it 
clears the way for new products, processes, and 
entry for rival firms. 

Apart from the previously mentioned contri- 
butions to the concept of competition, though par- 
allel with some of the views already presented, it 
is worth mentioning two more specific views in 
the evolution of competitive theory. The first one 
belongs to Joseph Schumpeter, who points out in 
“The Process of Creative Destruction” that the 
reality of the capitalist system demanded a com- 
petition arising from a new commodity, new tech- 
nology, and new sources of supply and that the 
price competition did not count as such. Second, 
Frank Knight emphasizes that competition means 
the existence of many competing units acting in- 
dependently of each other. This calls for a close 
conceptual connection between competition, eco- 
nomic rationality, and freedom. Knight also com- 
ments that competition actually means the 
freedom of the individual to deal with any and all 
other individuals and to select the best terms as 
judged by him- or herself among those offered. 

The increasing usage of game theoretic tools 
in recent years has also widened the scope of the 
theory of competition. Structurally, the competi- 
tion concept includes besides its evolutionary 
theories the spectrum from monopoly to cartels, 
to joint-ventures, and to mergers. 

Itis possible to see a striking contrast between 
the analytical precision of competition when it 
is described in terms of market structure and the 
ambiguity around the idea of competition when 
it is described in behavioral terms. If the eco- 
nomic competition concept is to be treated in 
relation to the economic policy, and it is often 
taken as such, then it is to be associated with the 
term “compete.” No matter what shape it takes, 
competition is a concept that has empirical rel- 
evance and operational meaning in terms of busi- 
ness behavior. 


COMPETITION AND 
REGULATION 


Competition among the players of any market is 
attained by the usage of regulatory tools such as 
competition policy and antitrust laws. The idea 


is to have efficiently working markets where pro- 
ductive and allocative efficiency are created 
through antimonopoly policies, and the indi- 
vidual welfare of the consumer is optimized as 
such. Since the firms will search for ways to maxi- 
mize their profits, it might be their rational choice 
to restrain competition between themselves for 
the attainment of this goal. Then, the regulation 
of the markets to protect competition that might 
otherwise be to the detriment of the society and 
the individual in general becomes a necessity. 
The important political mission embedded in the 
competition policy is to avoid the tendency to- 
ward totalitarian regimes resulting from possible 
excessive market power. In essence, competition 
policy is integral to human nature and to the role 
of society and the state. Essentially, the liberal 
view of the state is in tune with the classical 
model of competition. 

The attempts to protect competition and the 
competitive environment in markets in particu- 
lar, and the foundations of society in general, led 
to the passage of laws in the United States that 
later provided guidance for other countries. One 
of the most famous of these laws is the Sherman 
Antitrust Act of 1890, which came into existence 
as a reaction to the railroad cartels of the time. 
The act is important for many reasons, the most 
important being that it institutionalized the pro- 
tection of competition by state authorities, thus 
creating a path-breaking regulatory environment 
that was later to be followed by the Clayton Anti- 
trust Act (1914), the Robinson-Patman Act (1936), 
and the Celler-Kefauver Act (1950). The European 
Community (after 1991, the European Union 
[EU}) later followed the cumulative experience of 
the United States in the field of competition to 
establish its own policy and policy tools. There is, 
however, one important difference between the 
EU and U.S. competition policies. EU competi- 
tion policy has the main purpose of attainment 
of a sound common market, whereas U.S. com- 
petition policy addresses a national goal. 

The political goal of U.S. competition policy 
was Clearly put forth by President Franklin D. 
Roosevelt in 1938 when he stated that the liberty 
of democracy was not safe if the people tolerated 
the growth of private power to a point where it 
became stronger than their democratic state itself. 


REGULATORY COMPETITION 
AND DIFFERENT SCHOOLS OF 
THOUGHT 


In the regulation and attainment of efficiently and 
competitively working markets, competition au- 
thorities have been influenced by a number of 
different schools of thought and the paradigms 
and the theories developed by them as regards 
the competition policy implementations. The 
most significant of these are the market power 
paradigm (Harvard School), the market efficiency 
paradigm (Chicago School), and the contestability 
theory. Each of these paradigms or theories has a 
considerable impact on the evolution of the con- 
cept of competition and the competition policy 
implementations going in parallel with it. 

The economic case for competition policy de- 
pended on the market power paradigm, which was 
developed by the Harvard School of economists 
over along period. Market power, or in other words 
the structure-conduct-performance paradigm, has 
its roots in the neoclassical theory of competition, 
and it has been the central point of interest in the 
field of industrial economics. According to this 
paradigm, the structural factors in the markets such 
as size distribution of firms and entry barriers have 
a role in facilitating anticompetitive practices and 
generating supranormal profits. 

There is an apparent determinism—from the 
structure of the markets to the conduct of the firms 
in that market toward their performance in the 
market—in question. The structure in this sense 
relates to the importance and characteristics of in- 
dividual markets in an economy. Structure, then, 
can be identified by market concentration: the ex- 
tent to which the products are differentiated, the 
barriers to entry, and the diversification of firms in 
the market. Conduct refers to the actions of firms 
and their decision-making processes such as ad- 
vertising and research and development. Perfor- 
mance is related to the allocative and productive 
efficiencies on the part of the firm. This paradigm 
has been attractive for a long time because it has a 
straightforward chain of reasoning and a relative 
ease of identifying structural characteristics. 

Starting from the early 1970s, the Chicago 
School of economists developed the market effi- 
ciency paradigm as a criticism of the market power 
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paradigm of the Harvard economists. According 
to the adherents of this paradigm, monopoliza- 
tion or high market concentration cannot be 
blamed on its own as anticompetitive and one has 
to understand how these monopolies come into 
existence. For instance, firms might achieve a cost 
reduction that results in an increase in their prof- 
its, and when that does not negatively affect the 
resource and income distribution, it is not fair to 
punish these types of firms. The efficiency of the 
firm and the market power or higher profits they 
sustain in this way should not be considered as 
anticompetitive. The outcome of the development 
of the market efficiency paradigm, or in other 
words the alternative paradigm, is that competi- 
tion policy implementations became less rigid in 
parallel with the basic idea of this paradigm that 
market power is not in itself anticompetitive per 
se in the beginning of the 1980s. 

In the 1980s, the contestability theory also 
came into existence. This theory stressed the fact 
that a particular market structure is not necessar- 
ily equivalent to a particular type of performance. 
The theory was built around the contestable mar- 
ket idea and was focused on several aspects of 
market entry. The conditions of this theory hold 
for three conditions. First, entry is free and there 
are no limits. Second, the entrant can establish 
him- or herself in the market before an existing 
firm can give any response. Third, entry is revers- 
ible. This means that exit from the market is per- 
fectly free. The contestable market theory also 
attracts criticisms as regards real-world phenom- 
ena. The arguments point out that it leaves little 
room for competition policy since in a contest- 
able market no firm has absolute market power. 


COMPETITION AND TRADE 


With the globalization trend and the gradual 
opening of world markets, and the transfer of 
production factors from one country into another, 
the concept of competition becomes more and 
more important in international trade. Firms that 
operate in a global context and transnational 
mergers, joint-ventures, and takeovers create a 
concern for national competition authorities as to 
how to regulate these issues. Therefore, there is 
an ongoing trend of cooperation among the com- 
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petition authorities all over the world. The best- 
known example of this type of cooperation is be- 
tween the United States and the EU. These efforts 
are now leading to the establishment of an inter- 
national competition authority to oversee the glo- 
bal markets. 

The discussion of competition and the cre- 
ation of cohesion between trade and competition 
policies has been on the agenda of relevant in- 
ternational organizations, such as the Organiza- 
tion for Economic Cooperation and Development 
(OECD), for the past decade. This discussion re- 
lates to the definition of the common and differ- 
ing aspects of competition and trade policies for 
defining future policy options. The idea behind 
these attempts is to create an optimum interac- 
tion environment for the two policies and policy 
instruments. Competition policy and trade policy 
are complementary in the sense that they are 
both procompetitive and proconsumer oriented. 
The underlying rationale is that both competi- 
tion policy and trade policy address the issue of 
elimination of barriers to and distortions of the 
markets. Both of the policies aim to increase gen- 
eral efficiency and welfare. The present policy 
question is: How can these two policies be used 
effectively for the attainment of their main goals? 
The answer lies in the economic rationale behind 
the integrated usage of trade and competition 
policies. 

Adam Smith articulated the economic ratio- 
nale of the competition-integrated approach to 
trade. He pointed out that trade liberalization is 
necessary for sustaining the economic benefits of 
market competition. The opening up of national 
markets to global competition is the pillar of trade 
and investment liberalization. There are both 
staticand dynamic gains associated with free com- 
petition in this sense. Static gains are those that 
improve the allocation of resources, by the exclu- 
sion of discriminatory measures that are disrupt- 
ing competition. Dynamic gains result from the 
positive effects of competition on the efficiency 
of the production process. This type of competi- 
tive gains introduces the incumbent firms with 
the new production technology. Thus, a technol- 
ogy transfer occurs, which enhances the general 
welfare of the host country. Competition-inte- 
grated trade policy implementation might also 


bring about the economic benefits through demo- 
cratic regulatory reforms triggered by interna- 
tional interactions. 

Competition policy and competition law 
should be thought of as distinct from one another. 
Competition policy pertains to both the private 
behavior of firms and government policy, 
whereas antitrust rules pertain only to the behav- 
ior of firms. Competition policy has a broader 
context, which comprises a number of measures 
and instruments used by the governments that 
define the competitive conditions on a national 
scale. Competition law has started to become a 
focal point for trade-policy officials. This is par- 
tially initiated by export interest groups who are 
pointing to the anticompetitive practices that pre- 
vent them from selling goods and services in for- 
eign markets. This concern also includes the 
transnational mergers and acquisitions among big 
companies. Competition policy already exists in 
the WTO by way of trade policy, subsidies, intel- 
lectual property rights, and so on. The WTO 
agreements such as the Trade-Related Invest- 
ments Measures, the Trade-Related Aspects of 
Intellectual Property Rights, and the General 
Agreement on Tariffs and Trade also contain sub- 
stantial provisions concerning competition. Still, 
whether these provisions are implemented or not, 
the restrictive business practices on services are 
not definitive. The members are now free to act 
on their own initiative about these issues. 

An important question for the WTO is 
whether national competition regulations have 
an effect on trade or not. In 1996, the WTO (like 
the OECD) created a working group to examine 
the relationship between trade and competition 
policies. There is no consensus as yet whether the 
competition policies should be integrated into a 
world trading system or not. 

The advocates of the international competi- 
tion authority in the WTO have as their main fo- 
cus the issue of market access. There are a number 
of groups with different agendas and arguments, 
such as developed country views as opposed to 
developing country or less-developed country 
views. The EU and the United States are investi- 
gating the possibility of using competition policy 
as an export promotion device, as they are not 
actually interested in exposing their firms to in- 


ternational competition disciplines. The main fo- 
cus of the 1990s was on the cross border mergers 
in terms of interaction of international trade and 
competition policies. Now, the main question that 
remains is how strategic interest should use the 
regulatory framework of competition in sustain- 
ing free trade in the international context. 


Esra LaGro 


See also: Cartels; European Union; Marx, Karl; Smith, Adam; 
World Bank; World Trade Organization. 
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COMPUTERS 


Electronic devices that process and store in- 
formation at fast speeds. 


The advanced technology produced by scientists 
and inventors during the twentieth century, es- 
pecially during the two world wars, required the 
computation of scientific data faster than ever 
before. By 1930, the first mechanically operated 
computer was developed by an American named 
Vannevar Bush. When Europe entered World War 
II in 1939, John Atanassoff had already created 
the first digital computing device and Howard 
Aiken, conducting his research at Harvard Uni- 
versity, had constructed the first fully automatic 
calculator. By the end of the war, the first elec- 
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tronic digital computer, utilizing hundreds of 
vacuum tubes, was operational at the University 
of Pennsylvania. 

The device, known as Electronic Numerical 
Integrator and Calculator, was superseded by the 
development of Universal Automatic Computer 
(UNIVAC) in 1951. UNIVAC was the first device 
that was capable of performing both numerical 
and alphabetic calculations simultaneously. The 
research and development that occurred during 
the war, especially in the United States, yielded 
products such as the transistor, which was used 
during the 1950s and 1960s in mainframe com- 
puters, some of which were used to perform the 
calculations required for the development of mis- 
sile technology and space exploration. Computer 
technology excelled during the 1970s and 1980s 
with the development of integrated circuits. The 
size and cost of the computer shrank, making the 
technology more affordable for businesses. Dur- 
ing the computer revolution of the 1980s, the size 
of the computer diminished even more with the 
introduction of the personal computer. Individu- 
als could access information stored in their com- 
puter or in computers being used by others within 
their company through the use of a network sys- 
tem. The personal computer became popular af- 
ter the introduction of Microsoft's point-and-click 
programs, commonly known as Windows. The 
average person could use a computer without 
having to know programming language. 

Although government agencies and some of 
the largest corporations used computer technol- 
ogy during the formative years, the introduction 
of the personal computer revolutionized society. 
Millions of business transactions could be con- 
ducted within seconds. Dial-up modems were 
used initially to transmit information from one 
computer to another through the telephone lines. 
Access to the Internet, along with the use of faster 
equipment such as DSL or cable, allowed for even 
quicker communication. Companies located in 
one part of the world could communicate by e- 
mail with suppliers or buyers in another part of 
the world, bypassing the barriers of language 
(through translation programs) and time zones. 
Orders placed in the middle of the night could 
be shipped the next day. Both parties could track 
shipments to their destination through the use of 
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barcodes read by optical scanners that transmit 
the information to computers. 

The impact of the computer on trade has been 
phenomenal. Not only are businesses able to com- 
municate quicker than with the traditional method 
of correspondence by mail, but also the computer 
has generated its own industry. Computer com- 
panies such as International Business Machines 
(IBM), Apple, Compaq, and Dell employ thou- 
sands of workers. In addition, the suppliers have 
staffed their operations. Computer software com- 
panies like Microsoft generate billions of dollars a 
year in sales. Hundreds of companies in the United 
States provide Internet access. Computer technol- 
ogy has been incorporated into electronic game 
devices such as Gameboy, XBox, and Playstation. 
In 2002, the sales generated from the sale of game 
software and devices exceeded $6.9 billion in the 
United States alone. 

Computers have changed the way many 
people shop for consumer products. In 2002, 
Americans purchased more than $28 billion of 
goods on the Internet. Clothing, books, automo- 
biles, personal computers, as well as hotel book- 
ings and airline tickets ranked among the top 
items purchased. Most companies have estab- 
lished Web sites to attract new customers outside 
of their general geographic location. Besides re- 
tail sales, consumers also purchase goods through 
auctions such as eBay, Yahoo, Amazon, and uBid. 
In one week in August 2002, more than 32 mil- 
lion people visited these auction sites. The suc- 
cess of this marketplace has attracted the attention 
of government agencies that have begun auction- 
ing off surplus government property online. 

The widespread use of the computer and the 
Internet has resulted in changes in marketing 
strategies. Companies advertise their Web sites 
through traditional print, television, and radio 
media, but many also purchase pop-up ads that 
are displayed when consumers visit popular Web 
sites. Links from one site to another might also 
generate additional profits fora company through 
revenue sharing. 

Consumers in industrialized countries such 
as the United States and those in western Europe 
use computers to manage their own financial ac- 
counts. Online billing paying is used by millions 
of households. Also, online trading has become 


popular. Whether at work or at home, the com- 
puter allows individuals to monitor and conduct 
stock transactions throughout the day. According 
to J.D. Power and Associates, 3.5 million house- 
holds engaged in this form of trading in January 
2000. The trend continued to climb in the United 
States, Germany, England, and Sweden as the 
stock market soared. After the terrorist attack of 
September 11, 2001, day trading declined as the 
stock profits vanished. With the rebound of the 
economy in the last months of 2003, the industry 
showed slight gains once again. 

The rapidity of changes within the computer 
industry will continue to impact trade in the fu- 
ture. Smaller computerized chips have resulted 
in the development of the cell phone industry and 
the deployment of satellites for the transmission 
of voice and electronic data. Computers have led 
to many changes within society, and all of them 
have facilitated an increase in trade on a local, 
regional, and global basis. 


Cynthia Clark Northrup 
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CONFUCIUS (551-479 8.c.c.) 


The Latinized name given in the West to Kong 
fuzi (Master Scholar Kong), the progenitor of 
Confucianism (ru in Chinese). 


Confucius’s theory, which chiefly figured in the 
Analects of Confucius (a collection of Confucius’s 
sayings passed on by his disciples), bore a central 
influence on the traditional Chinese thoughts of 
ethics, morality, and political economy. 
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a. 


Confucius, the Chinese philosopher of the sixth and fifth centuries B.c.e., shown here in a statue erected on the site of his home in Qufu, 


established an ethical structure that continues to influence Chinese society. Among Confucian principles is honesty and fairness in trade 


and economic exchange. (Library of Congress) 


Born in the state of Lu, today’s Shandong 
Province in China, and well educated in learning 
and deportment, Confucius lived during the 
Spring and Autumn Period (722-481 B.c.£.), a time 
when China passed from the Bronze Age into the 
Iron Age; dynamic social, economic, and political 
changes marked this epochal transition. A nobil- 
ity-dominated serfdom now gave way to a new 
peasantry-based agricultural economy, while si- 
multaneously the feudal suzerainty of the west- 
ern Zhou dynasty (1100-771 B.c.£.)—a hierarchical 
order of deference rituals between the Zhou im- 
perial court and its vassal states—underwent 
gradual disintegration. The Zhou feudatories 
meanwhile competed among themselves in 
economy, warfare, and diplomacy for supremacy. 
This time of disorder witnessed the advent of 
various schools of thought, including Confucian- 


ism, which imbued human values, governance, 
and social morals with new meanings. 
Descending from a line of lower nobility or 
knight class, Confucius symbolized nostalgia for 
the harmony that the Zhou feudalism had once 
iconized. His thinking evinced a strong propen- 
sity for restoring humanism and stability to a 
world plagued by turmoil and dislocation. Believ- 
ing in a natural human drive for good, Confucius 
advocated devotion to ethical principles as essen- 
tial to a stable state and society. Ren—a virtue that 
encompassed benevolence, compassion, and 
sympathy toward fellow human beings—ranked 
highest in Confucius’s order of moral values that 
embraced filial piety, loyalty, courage, wisdom, 
and modesty. As a paragon of moral caliber, how- 
ever, ren was only achievable by ideal rulers and 
true gentlemen. For Confucius, a society was hi- 
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erarchical in nature and encompassed five major 
relationships: ruler-subject, father-son, husband- 
wife, older brother-younger brother, and friend- 
friend. These interactions should inform 
duty-bound reciprocity and follow honorable rites 
(i), a term that encompasses ritual, propriety, and 
good manners. To Confucius, all individuals 
ought to follow appropriate standards of behav- 
ior corresponding to their respective social and 
political status. 

Social and political harmony rested ona ruler’s 
success in executing righteous and moral gover- 
nance that focused on ethical cultivation of his sub- 
jects and people for the well-being of a society. A 
benevolent ruler, Confucius believed, would pose 
a self-evident moral example for his subjects to fol- 
low and common people to admire. In this sense, 
Confucius opposed unnecessarily austere law and 
punishment. Economically, he argued against a 
ruler’s exaction of people’s financial and material 
capacity. A sovereign could enjoy abundance of 
human and economic resources only after his 
people had a decent standard of living. For this 
purpose, Confucius insisted that society and the 
head of state give sufficient attention to agricul- 
tural production. But he remained anticommercial 
and insisted that profit-driven merchants only 
caused moral decadence and hampered social se- 
renity. Such views had a lasting effect on a Chi- 
nese tradition of depreciating merchants. 

Given its rationale for political and social sta- 
tus quo, Confucius’s philosophical beliefs became 
a predominant ideology for later Chinese imperial 
dynasties. During his lifetime, however, Con- 
fucius’s doctrines failed to provide a useful guid- 
ance for rulers of rival states, whose survival or 
domination depended on military strength, eco- 
nomic resources, and political intrigues. Although 
unsuccessful politically, Confucius did well in con- 
veying his visions about the life of state and of so- 
ciety. He did so by dedicating himself to private 
education, a pioneer innovation to Chinese civili- 
zation that earned him fame as “the first teacher.” 


Guogiang Zheng 
See also: China. 
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CONSTANTINOPLE 


The capital city of the Roman empire under 
Constantine and later the capital of the East- 
ern Roman empire. 


Established on both sides of the Bosporus at its 
entrance into the Sea of Marmara, the name of 
the city was originally Byzantium, then Constan- 
tinople after 330 c.z., when Emperor Constantine 
moved the capital of the Roman empire there and 
renamed the city, and then finally to Istanbul in 
1930. After the division of the Roman empire be- 
tween Honorius in the West and Arcadius in the 
East in 395, Constantinople became the capital of 
the Eastern Roman empire, which extended from 
the Balkans, down to Greece, and included all of 
present-day Turkey, as well as Egypt. Its unique 
position on both sides of the Bosporus meant that 
the city was located in both Europe and Asia Mi- 
nor. Access to the Sea of Marmara and the Black 
Sea provided control for the rulers over products 
being shipped from the Crimea and the steppes 
of Russia to the Mediterranean world. 

The position of the city at the crossroads of 
Europe, Asia, and Africa attracted merchants from 
all regions. The government controlled prices and 
required that merchants and traders obtain li- 
censes at a fee to conduct business transactions. 
The bureaucracy regulated all trade closely. The 
fees were usually low, but the large volume of fees 
allowed the imperial family to maintain a lavish 
lifestyle that became the envy of all Europe. The 
money also helped pay for the cost of defense, 
something that merchants were concerned about 
since robbers would steal their goods if the de- 
fensive system became weakened. Although fees 
were collected, the tax rates remained low and 
there was a common currency used throughout 
the empire that helped to facilitate trade. 

One of Constantinople’s main industries was 
the production of silk cloth in the state-run work- 
houses. The silk yarns from the cocoons of sev- 
eral different varieties of moths were used to 
produce silk cloth. In the sixth century, monks 
smuggled silk moth eggs into Constantinople and 
the silk industry became vital to the economy of 
the city. From the seventh through the tenth cen- 
turies, silk production was centered in Constan- 
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Constantinople’s (modern-day Istanbul’s) location on the Bosporus, the strait connecting the Black Sea with the Mediterranean, made it a 
hub of international trade since its founding by the Roman emperor Constantine in the fourth century c.e. Shown here is the city’s Tophane 
Square in the late nineteenth century. (Library of Congress) 


tinople, but after the tenth century other Greek 
towns also developed the industry. All silk facto- 
ries were either owned or controlled by the gov- 
ernment. Guilds were formed for the different 
stages of production and sale of the silk that in- 
cluded one for the silk weaver, the silk clothier, 
the merchant of raw silk, the silk importer, and 
the raw silk dresser. Most of the silk produced was 
for the royal family and was used for ceremonial 
and ecclesiastical vestments or furnishings. The 
royal family also gave silk as a gift to foreign dig- 
nitaries. The purchase of silk by Jews or other 
merchants for sale outside of the empire was out- 
lawed, except for a few Muslim merchants who 
could purchase a limited quantity of the cloth for 
sale in Arab lands. Venetians and citizens of other 
Italian city-states could sell silk in the city, but only 
if it was of a lesser quality. 


Items imported into the Byzantine capital in- 
cluded many spices such as Greek incense, frank- 
incense, mastic, saffron, musk, amber, aloe, 
cinnamon, and cassia. Pepper and ginger were 
the most highly prized of the spices. Most of the 
spices arrived in Constantinople from India or the 
Far East. Other long-distance trade included wool, 
metals, marble, timber, wine, and oil. During the 
fifth and sixth centuries, trade in silk, perfumes, 
spices, and jewels reached its peak. 

By the seventh century, the empire had 
started to shrink. The loss of Egypt was signifi- 
cant because its wheat had been imported into 
Constantinople to feed the predominantly urban 
population. As the strength of the empire waned, 
trade decreased as travel by road became more 
perilous. More time was spent on agriculture in 
the empire after the loss of Egypt. By the elev- 
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enth century, the Eastern Roman empire was in 
dire need of money to maintain the Byzantine 
court. As more and more farmers abandoned the 
land for the city, the only group left to tax was 
the merchant class. Without sufficient revenues 
to control trade, the government privatized it. 
Merchants from Venice, Pisa, Genoa, and other 
west European countries soon came to dominate 
merchant activities. In 1204, Christian crusaders 
sacked the city on the way to the Holy Land. 
During the next 150 years, the empire struggled, 
but increased taxation resulted in many of the 
outlaying provinces accepting Ottoman rule over 
their own state. The Ottomans attacked and cap- 
tured the city in 1453. 


Cynthia Clark Northrup 
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CONSUMERISM 


A system of visions, practices, and institutions 
in which people give meaning to their roles in 
society and define their personal identity by 
the purchase, ownership, use, and display of 
mass-produced and mass-marketed goods and 
services. 


Many intellectuals and critics of contemporary 
society argue that consumerism was the defining 
“ism” of the twentieth century and it will likely 
remain so in the twenty-first century. 


CONSUMERISM AS AN 
IDEOLOGY 


According to historian Gary Cross and others who 
study this pervasive phenomenon, consumerism 
is the ultimate victor in the global ideological con- 
test waged through much of the twentieth cen- 
tury. The world underwent two devastating 


world wars in the first half century, the first waged 
primarily among contending imperialist powers 
and the second fought between forces subscrib- 
ing to visions of democratic capitalism and those 
resorting to varied forms of totalitarianism. In the 
roughly half century following World War II, the 
world was then consumed in the prolonged Cold 
War between an alliance of nations upholding 
capitalism and the international communist camp 
that challenged the capitalist world order. But the 
real worldwide winner, which emerged by the last 
decade of the century, argues Cross, was not the 
American political cannon of free democratic citi- 
zenry pursuing self-determining political activ- 
ism, as some Cold War triumphantists hold. What 
emerged truly victorious from the century-long 
ideological contestation was visions and realities 
of societies made up of consumers who tend to 
passive reception of what the market delivers and 
construction of their identities through purchased 
products. 

It is not customary to see consumerism as the 
winning contestant over other ideological “isms” 
and political doctrines in defining public life and 
structuring human society. It is commonly as- 
sumed that consumerism is innately apolitical 
because it is driven by decisions made and actions 
taken by private individuals, not by public au- 
thority. According to this widely held view, predi- 
cated as it is on a narrow definition of what 
constitutes politics, consumption is what can take 
place and thrive when individuals are free of war 
and other forms of violence, political instability, 
and coercive ideological controls. Fascism, com- 
munism, and other forms of totalitarianism that 
sought global ascendancy in the twentieth cen- 
tury stood in the way of this desired “normalcy” 
in the human condition. 

The real victor in the twentieth century, it fol- 
lows from this view, was not consumerism but lib- 
eralism in its classic sense of individual rights free 
from autocratic political rule, self-directed civic in- 
stitutions, religious tolerance and political plural- 
ism, unrestricted markets, and limited states. Some 
label this strand of thought neoliberalism, and its 
adherents generally render positive judgment on 
the extent to which contemporary society has come 
to organize and define itself around the acts of 
commodifying and consuming goods and services. 


At the same time, consumerism lacks a systematic 
philosophy articulated by an identifiable school of 
intellectuals and is not promoted by any particu- 
lar political parties or leaders. It has, however, 
emerged as the only ideology, with accompany- 
ing practices and institutions, that can command. 
popular allegiance on a truly transnational scale. 

Consumerism has come to command such 
pervasive and staunch allegiance across national 
boundaries in the twentieth century partly be- 
cause it permits its practitioners to pursue such 
hallowed ideals as equality, freedom, and democ- 
racy largely irrespective of the formal political 
structure under which they live. Material con- 
sumption also enables people to experience and 
express the key political creeds of the twentieth 
century without having necessarily to resort to 
overtly self-destructive behavior, violent acts 
against others, personal humiliations, or denial 
of bodily comfort. Consumer products and 
commodified services have allowed Americans 
and many others in the contemporary world to 
break out of the old, relatively stable, and pro- 
tected but closed communities to which they pre- 
viously belonged. Purchased goods allow people 
to venture into the world of expressive individu- 
alism as participants in a dynamic and ever- 
changing mass society. 

Historians note that, in the United States, the 
paramount engine of modern consumerism, 
people began to embrace consumption and in- 
vest positive meanings into it in the late nine- 
teenth century. Commodities and marketed 
services gave the American people a sense of free- 
dom and autonomy and provided them with a 
painless substitute for the independence, both 
physical and emotional, of the shop, craft, or farm 
that began to disappear as the United States un- 
derwent industrialization with the attendant ur- 
banization and bureaucratization of society. 

An accelerating pace of immigration and a loss 
of social cohesion also marked nineteenth-century 
America as it was traditionally conceived. Con- 
sumer goods gave the American people, whether 
of old stock or newly arrived, the means with 
which to construct new personal or group identi- 
ties and part with previous connections without 
completely relinquishing existing ties with family 
and friends or their shared ethnic heritage. Chil- 
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dren of immigrants, for instance, used commercial- 
ized public entertainment such as amusement 
parks and movie theaters, new types of food, and 
fashion to distance themselves from their parents 
and relatives while maintaining those ties. At the 
same time, consumer goods, made affordable 
through mass production and more efficient dis- 
tribution, became a common language that defined 
and redefined relationships between friends, fam- 
ily members, and strangers who came into greater 
contact as a result of industrialization and urban- 
ization. Goods people purchased and displayed, 
such as antiques, novelties, and seasonal decora- 
tions, themselves not essential to human existence, 
also helped define concepts of the understandable 
past and future, gave anew yet comforting cadence 
to the rhythms of daily life, and remade social ritu- 
als to meet the needs of the present. 

The acts of consuming goods and services also 
redefined democracy in twentieth-century 
America and other nations in the industrialized 
world. It helped create social solidarities, emo- 
tional cohesion, and opportunities for participa- 
tion and self-assertion in the public sphere that 
transcended and often supplemented suffrage 
rights or binding political ideologies. By the early 
twentieth century, the notion of a world of mass- 
produced goods made affordably available to the 
American people largely replaced the traditional 
vision of a republic made up of self-reliant pro- 
ducers. This new political ideal also challenged, if 
not replaced, class, religion, gender, and ethnicity 
as principles of political solidarity and mobiliza- 
tion. In other words, the promise of a democracy 
of citizens, free to choose and buy goods supplied 
by unrestricted markets, in large part reconfigured 
(some may say eroded) class-based identity. The 
notion of a democracy of consumers in turn cre- 
ated new social needs and fulfilled those needs 
largely without the disruptive and violent redis- 
tributive political conflict common to older forms 
of social solidarity. 

Simply put, it was, and still is, relatively easy 
to buy one’s way into a community of consum- 
ers. Similarly, it became easier for capital to co- 
opt labor by appealing to the workers’ perceived 
needs and identities as consumers, thus “milling 
the class conflict of labor strife” into bread-and- 
butter issues. 
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In the context of consumerism, liberty is thus 
no longer an abstract right to participate in pub- 
lic discourse or practice free speech and expres- 
sion of conscience. It has come to mean expressing 
oneself, situating oneself vis-a-vis others, and re- 
alizing personal pleasure and comfort in and 
through purchased goods. Democracy does not 
mean universal equal rights under the law or 
guaranteed access to the political process. Instead, 
it has come to embody sharing with other indi- 
viduals and groups access to particular commodi- 
ties. By this definition, democracy is reinforced 
and expanded each time new and improved 
products enter the market and the means for ac- 
quiring and enjoying them become widely avail- 
able. If one pushes this vision of consumers’ 
democracy further, however, consumerism can 
pose a threat to the notion of individual respon- 
sibilities, civic virtues, and social solidarities that 
made political democracy work in the past. A 
narrow fixation on personally obtained goods and 
comfort has removed the necessity of sacrifice or 
commitment beyond the family and relatively 
small groups to which individuals belong. It al- 
lows little room for social conscience and confines 
human aspiration to the personal realm and to 
targets that can be achieved merely through ac- 
quisition of concrete material objects. 

Some critics bemoan that consumer society 
has replaced civil society, but others counter that 
the phenomenon has not been exclusively detri- 
mental. The latter group argues that communi- 
ties of shoppers and spenders have served as 
effective counterweights to the kind of political 
and cultural solidarities that produced Nazism in 
the past and make for ethnic or religious bigotry 
at the present time. Consumerism has provided 
emotional and social outlets for human energies 
that politicians and ideological movements could 
otherwise exploit for demonic or at least hostile 
purposes. As C.B. McPherson notes, the “posses- 
sive individualism” or “personal acquisition” re- 
garded as a vice in the seventeenth century 
became a peaceful alternative to the more destruc- 
tive passions of vengeance, millennial glory, and 
domination in the twentieth century. Similarly, 
modern consumerism, some argue, has kept af- 
fluent industrial societies with immense techno- 
logical power from such destabilizing, destructive, 


and pain-causing forms of collective behavior as 
ethnic feuds, racial bigotry, and aggressive mili- 
tarism. Mass consumption combines hedonism 
and egoism with work and fantasy with hard- 
nosed realism and rational calculation of cost- 
effectiveness. 


VARIATIONS IN CONSUMER 
SOCIETIES 


Since the late nineteenth century, Americans have 
led the world in moving toward a mass consumer 
society, but Americans are not the sole creator of 
consumerism. Neither is consumerism the Ameri- 
can national character incarnate, as many critics 
of American society are prone to charge. Despite 
the great uniformity in consumptive styles in the 
contemporary world, other societies have also 
created different types of consumerism. For ex- 
ample, Europeans have been noticeably slower 
than Americans and Canadians to abandon small- 
scale, class-segmented stores in favor of large dis- 
count/department stores and nationally uniform 
franchises. But they have often spent more freely 
on food, travel, and aesthetic activities than the 
average American. Americans, on the other hand, 
have led the way in private consumption of rela- 
tively large homes and cars. Japanese and other 
East Asians in the postwar period distinguished 
themselves in the wholehearted consumption of 
household electrical appliances and consumption 
related to mutual gift giving. 

Generally speaking, modern consumerism 
has mirrored broad structural transformations 
experienced by members of industrial societies 
worldwide. As an aspect of industrialization, sci- 
ence and technology became inextricably linked 
to the pursuit of human happiness, comfort, and 
subjective contentment. Human yeaning and 
desire for comfort, freedom from pain and want, 
and greater variety in life’s options are not unique 
to the twentieth century. Before the twentieth 
century, however, people and societies possessed 
limited means to achieve these desired goals. 
Humans had only limited ability, for instance, to 
harness natural energies, to catalyze or manipu- 
late chemical processes, or to mold and assemble 
labor-saving or energy-enhancing machines. This 
stricture also curtailed the parameters of shelter, 


clothing, and nourishment. People were thus at 
the mercy of nature to a greater degree. By the 
dawn of the twentieth century, however, the in- 
dustrialized world liberated large portions of hu- 
manity from many of these natural restrictions 
through scientific discoveries, inventions, techni- 
cal innovations, and development of new tech- 
niques and organizational philosophies that 
encouraged the distribution of such information 
to a wider audience. 

Consumer society also emerged when, as a 
result of industrialization, the economy of mass 
subsistence/deprivation and elite opulence gave 
way to an economy capable of producing and de- 
livering vast and diverse hordes of goods and ma- 
terials to larger segments of the population. The 
introduction of Henry Ford’s automobile assem- 
bly line in the United States in 1913 and the system 
of mass production and surrounding managerial 
technologies associated with the term “Fordism” 
opened the door to this paradigmatic shift in the 
relationship between humans and material goods 
and the role of acquisition and consumption in the 
formation of social hierarchies. In this respect, 
America’s historical experience is highly suggestive 
of consumerism ’s implications for other societies. 

The new production system ushered in by 
Ford allowed industrial output to exceed demand 
for goods on a sustained basis, thus accelerating 
the needs for systematic advertising to create new 
demand where none existed. New transportation 
and communications technologies and visual 
media, developed since the late nineteenth cen- 
tury but more purposefully harnessed in the 
twentieth for mass commercial pursuits, aided the 
reciprocal growth of production and advertising. 

Pictorial catalogues and visually appealing 
shopping centers helped to create wants to match 
the growing supply of products. The words, con- 
ceptual schemes, and concrete visual images con- 
cocted by new types of professionals such as 
advertising agencies and display designers helped 
generate human physical needs, impulses, and 
fantasies and assigned them to packaged goods 
through symbolic association. A symbiotic rela- 
tionship between consumption and work kept the 
economic system going and structured daily life. 
The emergence of this codependent society of 
producers, marketers, and purchasers, however, 
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was not an inevitable consequence of mass pro- 
duction or the manipulative hands of merchan- 
disers. This development represented a human 
choice, although seldom consciously made, to 
define self and community through the owner- 
ship and display of goods. 

More than any previous century, the twenti- 
eth century opened with a great promise of sci- 
entific breakthroughs and technological advances. 
What people took for granted by the end of the 
twentieth century—automobiles, airplanes, mo- 
tion pictures, radio, electric lights, appliances, 
bottled soft drinks, canned food, and synthetic 
fibers—all came into existence in the century’s 
first decade. The real genius of American indus- 
trialism lay less in these great inventions than in 
the way in which American prosperity and the 
national political myth of classless society com- 
bined to give ordinary American workers the cars, 
electric appliances, telephones, and fashionable 
clothes that European masses and the vast ma- 
jority of the world population would have to wait 
until midcentury to obtain. 

The increase in leisure time created by mecha- 
nization, discretionary personal income, and new 
products helped make that unprecedented “de- 
mocratization” of goods possible in the United 
States and, to a lesser degree, in other industrial- 
ized countries. In turn, new spending opportu- 
nities helped Americans cope with the profound 
social change that began to take place in the late 
nineteenth century. Americans had previously 
tended to define themselves through possession 
of land, job skills, and private businesses. Those 
markers of self-worth and independent citizen 
status had become out of reach for many by the 
turn of the nineteenth century, and Americans in 
growing numbers took industrial and service jobs 
in which incomes were often higher than agricul- 
tural work and trades, but individual autonomy 
was forever lost. 

New consumer products furnished more than 
physical comfort, sensory pleasure, and physical 
mobility. They introduced new lifestyles and out- 
looks, especially new ways of coming to terms 
with the societal changes that enveloped turn-of- 
the-century Americans. New products helped 
smooth Americans’ transition to a changing world 
of work and home and eased the pain of increas- 
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ingly monotonous work typical of the industrial 
economy. For new immigrants who supplied the 
bulk of the expanding industrial labor, commodi- 
ties were tools for coping with an alien culture 
and finding new meanings of democracy at a time 
when the political process was becoming more 
bureaucratized and thus ever more removed from 
average voters. Consumer products were often 
useful components in the construction of differ- 
ent identities and new communities when the old 
ones no longer served. Through their innovative 
packaging, display, and advertising, consumer 
goods came to embody a visible and handy alter- 
native to political and even religious visions of 
an American life of liberty and freedom. New 
white-collar corporate employees, not possessing 
the workplace autonomy once enjoyed by inde- 
pendent farmers, small business owners, and 
craftsmen, increasingly sought to achieve status 
and a sense of control through their consump- 
tion and leisure activities rather than their work. 
A strategy of substituting consumer aspirations 
for producer dreams expanded beyond the ranks 
of the native blue-collar or immigrant workers. 


CONSUMERISM AND LABOR 


In America’s consumer-oriented democracy, man- 
agement succeeded in maintaining control over 
work and output by promising personal (not 
class-wide) access to the material fruits of in- 
creased industrial production. This bargain, per- 
haps scarcely perceived as such at the time, was 
largely possible when labor relinquished, or at 
least moderated, its claims of control over the 
workplace and the production process in general 
in exchange for higher disposable incomes and 
shorter working hours, which allowed them to 
enjoy their status as consumers. Henry Ford’s 
assembly line was the most prominent example 
of this strategy of labor co-optation. Ford main- 
tained rigorous managerial control over produc- 
tion by offering a $5/eight-hour day for workers, 
a generous offer by the day’s standards. Ford thus 
gave its employees a sense of shared well-being 
and contentment as consumers enjoying the ben- 
efits of a “living wage.” 

Beyond the politics of labor control, other 
ramifications of industrialization fed into the ex- 


panding infrastructure of consumerism in Ameri- 
can society in the early twentieth century. In- 
creased amounts of free time available to the 
average worker and a steady decline in family size 
between 1900 and 1930 freed parents from the 
tyranny of constant work and gave them more 
time for child rearing and leisure activities pur- 
sued in family units. The development of Coney 
Island and similar amusement parks in large 
population centers reflected these intertwined 
demographic and social trends. The proliferation 
of mandatory education and the government 
regulation of child labor gradually released chil- 
dren from the dictates of the household economy 
or the rigors of wage labor. 

By the early 1920s, American children began 
to have more playtime and spend it with their age 
group cohorts, giving rise to relatively self-con- 
tained youth peer cultures. Much of children’s 
newly conferred autonomy and right to self-ex- 
pression was played out through goods designed 
specifically for their needs. In the increasingly age- 
segmented markets, new types of toys, candies, 
and forms of entertainment were created. The age- 
segmented consumer culture helped further blur 
ethnic and class divisions in America. The diversi- 
fication of consumer markets became apparent 
even for more costly items such as cars. General 
Motors both seized on and accelerated this trend 
by producing a full range of cars to cater to diver- 
gent tastes and needs of the target population. 

Purchase of an expanding range of merchan- 
dise became supported by new marketing tech- 
niques. One such tool was credit, such as the 
method of installment payments pioneered by 
Singer Sewing Machines. By the 1920s, credit buy- 
ing came to be applied to other big-ticket items 
such as cars and pianos. This purchase scheme 
bred an expectation, or reinforced a social myth, 
that nothing was, or should be, beyond the reach 
of the average working family if it had a steady 
income. Many scholars of American consumptive 
behaviors agree that Richard Sears, who launched 
a mail order business in 1886, did for retailing 
what Henry Ford did for manufacturing. The pic- 
torial merchandise catalogues, which could be 
mailed anywhere in the country, delivered con- 
crete visual images of, and thus acquisitive de- 
sires for, new or improved products even to 


people living in the remote countryside. In 1916, 
self-service stores began to appear, and prospec- 
tive purchasers no longer needed the “expert” 
intercession of retailers at the store counter to 
obtain new product information. As consumers 
acquired direct contact with products, manufac- 
turers became more dependent on systematic 
advertising to publicize and promote their prod- 
ucts. Advertising innovators like Ernest Calkins 
used modern psychology, a new scientific disci- 
pline, to appeal to the public’s desires and inse- 
curities. Through advertising, producers and 
industrial designers successfully linked specific 
products with people’s immaterial longings and 
desires. The spiraling and self-fulfilling aspects of 
human insecurities and discontents drove the 
proliferation of products that could be touted by 
advertisers as capable of removing such emotional 
woes. 

Greater physical mobility and spatial au- 
tonomy proffered by the automobile led to less 
restrained consumptive activities. The automo- 
bile revolutionized leisure and consumption by 
freeing the pleasure-seeking population from the 
dictates of streetcar and train timetables and the 
fixed routes of other forms of land-based trans- 
portation. The automobile also offered greater 
options in retailing, product delivery, and home 
ownership in areas not serviced by public transit 
systems. This last point was a crucial factor in the 
growth in suburban home ownership, particu- 
larly spectacular in the post-World War II period. 

New communications gadgets, most impor- 
tantly the radio, were not only another avenue 
of information dissemination, but also a source 
of the individualizing trend in consumption. In 
the privacy of their homes, people could now 
retrieve and consume information without the en- 
cumbrances of engagement with larger commu- 
nities through which information had been 
typically spread. Thanks to ever advancing tech- 
nology, by the 1920s the only skill the radio re- 
quired of a listener was an ability to turn switches. 
The automobile, the radio, and, in the postwar 
period, the television set combined to create more 
individualistic consumerism in the United States, 
and the Great Depression and World War II only 
postponed the inexorable trend. As many luxury 
items of the 1920s became middle-class necessi- 
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ties and respectabilities in the postwar period, 
more things fell under the purview of private 
ownership in the first half of the twentieth cen- 
tury. New packing materials such as plastic al- 
lowed single packaging of products. The notion 
of licensing and selling pictorial images such as 
Mickey Mouse became widely accepted. Walt 
Disney was the original guru of character licens- 
ing directed toward children and families in the 
1930s. The licensed visual images were found to 
be serviceable in advertising as well. 

The deferral of wants during the Great Depres- 
sion and the vastly expanded public sector of the 
New Deal and World War II years created new en- 
ergies and venues for private spending in the post- 
war period. In the so-called GI Bill of Rights, 
Congress offered veterans returning from World 
War II low-interest housing loans. This allowed the 
average working American to achieve home own- 
ership at a relatively young age. Along with the 
Federal Housing Authority’s long-term mortgages, 
government-backed loans fueled extraordinary 
growth in housing construction in suburban 
America. The advent of suburbs and single-house- 
hold homes, such as those epitomized by Levittown 
in Long Island, were harbingers of a breakup of 
traditional community and kinship networks. 

Bereft of such conventional sources of advice 
and support, many women in suburban homes 
turned increasingly to purchasable “expert” ad- 
vice and mass-marketed products with which to 
rear their children and manage their households. 
With the increasing use of television, product 
commercials penetrated private homes and no 
place remained a sanctuary from advertising. As 
historian Lizabeth Cohen and others have shown, 
home itself became a shrine of consumer goods 
in postwar America. It also became the key site 
for highly commercialized holiday celebrations 
and displays of domestic refinement. In the con- 
sumption-saturated homes, children became prin- 
cipal arbiters of household spending, accelerating 
market segmentation. 


CRITIQUES OF CONSUMERISM 
Various efforts have been made to present a vi- 


able alternative to rampant consumerism and the 
inanities it represents, but most have been con- 
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fined to endeavors to protect consumer interests 
rather than to transcend the paradigm underlin- 
ing mass consumerism itself. Although the con- 
sumer movement has contained various strains 
of ideological and spiritual anticonsumerism, 
most advocates, to be politically effective, have 
concentrated on protecting citizens from the 
abuse and deceit of producers and advertisers. 
They have also sought to ensure product safety 
through stricter government regulation, a type of 
advocacy more easily translatable into specific 
political resolutions. 

Ina response to the consumption boom in the 
postwar decade, Vance Packard’s Hidden Per- 
suaders (1957) resurrected an idea popularized 
earlier in the century by critics such as EJ. Schlink 
and Stuart Chase. It held that big business sur- 
reptitiously manipulated consumers into buying 
goods they did not need and indicted a new trend 
in advertising based on “motivational research.” 
This merchandising technique drew on depth 
psychology to tap into people’s desire for status 
and differentiation in an outwardly egalitarian 
society. It also abetted self-indulgence by prey- 
ing on feelings of personal inadequacy and inse- 
curity in an increasingly appearance-obsessed 
and secular society. 

Befitting the decades of upheaval for which 
the 1960s and 1970s became known, more Ameri- 
cans began to take issue with the costs of unre- 
strained consumption as well as environmental 
degradation caused by such social practices. Many 
grassroots skeptics coalesced into two organized 
forces: the consumer rights and environmental 
movements. In 1965, Ralph Nader’s Unsafe at Any 
Speed shot the opening salvo of the consumers’ 
rights movement as an organized political force 
speaking up against the power of big corporation 
and omnipresent advertising. The young con- 
sumer advocate contended that rising numbers 
of car injuries were attributable not so much to 
collisions themselves as to the lack of seat belts 
and other safety features in cars. He also charged 
that corporate influence over government regu- 
latory agencies was as nefarious as deceptive 
merchandising. Nader’s consumer advocacy reso- 
nated with various critiques of unrestrained eco- 
nomic growth and its destructive impact on the 
natural environment. Rachel Carson’s Silent 


Spring highlighted the indiscriminate use of pes- 
ticides including DDT. The environmentalists’ 
outcry against pollution and waste led to the es- 
tablishment of a host of new regulatory agencies 
in the late 1960s and 1970s. 

While Nader articulated a vision of consumer 
rights as an inalienable part of democracy, many 
Americans saw no farther than the product rat- 
ings in consumer reports, and the consumer rights 
movement was generally reduced to savvy shop- 
ping and demands for better and safer products 
by the end of 1970s. Similarly, the environmental 
movements were marginalized in American po- 
litical discourse, as the claims of a new kind of 
individualistic consumption to status as an aspect 
of democracy began to gain force. The counter- 
culture of the 1960s decried the working class’s 
materialistic aspirations, but in doing so it alien- 
ated labor, which expected a right to consume and 
share in the economic pie as a dividend of equal- 
ity. Many counterculture radicals themselves 
could not break out of the middle-class norm and 
used consumption to establish social practices 
outside the materialistic sphere. By practicing re- 
bellion through consumption, they added yet 
another segmented market oriented toward ex- 
pressive individualism and youthful revolt 
against “traditional values.” 

The political economy of the post-Vietnam 
inflation also enlarged the juggernaut of material 
consumption. The use of credit cards became 
more common among middle-class Americans 
after the 1960s, and many Americans found the 
temptation of buying now and paying later with 
cheaper money all too irresistible. As the nation’s 
economy stumbled, the association between full 
employment and consumer spending was formed 
with active government participation. 

After America’s “right” turn in the 1980s, the 
ideology of the unfettered market came to pre- 
dominate in American political discourse, in which 
regulators were often portrayed as tyrants and evil 
hands of a “big government” and those advocat- 
ing restraint in consumption as lacking in civic- 
mindedness. In what social critic Thomas Frank 
calls the “free-market populism” dominant in con- 
temporary America, the construction of large 
shopping malls and nationally franchised mega 
retail outlets such as Wal-Mart and K-Mart re- 


ceived a further boost. The first climate-controlled 
indoor shopping mall was built near Minneapo- 
lis in 1955. In the privately owned “public” space 
set aside for consumption, however, the political 
functions that had been traditionally served by 
town squares and commons, such as free expres- 
sion and propagation of divergent political views, 
could now be banned with profound long-term 
implications for American democracy. 

The assertion of minority rights by women, 
blacks, and other ethnic groups created new, seg- 
mented markets catering to their “distinct” tastes 
and preferences. In the meantime, with more 
women joining the workforce, some domestic 
chores began to be performed by paid services, and 
various time-saving products were invented and 
sold. The paradigm of fulfilling personalized needs 
through commodities thus passed unscathed even 
through the radicalism of gender and minority 
politics. The New Right assailed consumerist ex- 
cesses, but seemed to do so only when such con- 
sumption was satisfied by an “entitlement” or 
expressed outside of “traditional” family values. 
From the 1980s onward, firewalls protecting many 
remaining sanctuaries from advertising began to 
break down, as illustrated by a dramatic commer- 
cialization of schools. The phenomenon, mani- 
fested in the introduction of soft drink vending 
machines and franchised fast food into school caf- 
eterias, was often justified on budgetary grounds. 

The introduction of cable and fiber optics com- 
munications in the 1980s accelerated the commer- 
cialization of the domestic sanctuary that had been 
started by the television set. The cable television 
was a critical device for more customized adver- 
tising and programming. The segmented visual 
and cultural markets created by myriad different 
channels allows individuals to live in their own 
worlds and separate themselves from peoples and 
issues that do not appeal directly to their narrowly 
constructed personal identities. The availability of 
personal audiovisual equipment, computer de- 
vices, and wireless phones, an outcome of ad- 
vances in miniaturizing technologies since the 
1970s, permits each family member to enjoy his or 
her self-contained world of entertainment and to 
turn his or her room into a nest of consumption. 
The fragmented character of the new consumer- 
ism became fully manifest by the end of the 1980s. 
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These social developments in the United States 
have presaged many similar phenomena in other 
industrialized societies, and the global reach of con- 
sumer capitalism does not leave developing coun- 
tries immune from the consumption-oriented 
systems, even though many in those places are 
unable to participate. In the age of global financial 
transactions and industrial standardization, the 
lives of many people threaten to become an assem- 
blage of single-packaged commodities. The chang- 
ing nature of childhood worldwide is a good case 
in point. Children’s life in the contemporary world 
can be characterized as a composite whole of toys, 
clothes, food and beverages, and other material 
objects bearing licensed characters and globally 
protected brand names. The global media conglom- 
erates will, in all likelihood, continue to propagate 
images of such a childhood as a model of citizen- 
ship in the next stage of modernity. 


Sayuri Guthrie-Shimizu 


See also: Advertising; Media. 
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CONTAINMENT 


A policy enacted by Harry S Truman’s adminis- 
tration during the Cold War. 


Tensions between the Soviet Union and the United 
States existed before the end of World War II. The 
tensions, however, increased after the end of the 
war, and the allies became enemies. Winston 


CONTAINMENT 


Containment was the doctrine developed in the early years of the 
Cold War to prevent the spread of Soviet communism and its threat 
to the international capitalist economic order. Shown here in this 
1950 Oval Office photo are President Harry S Truman and Secre- 
tary of State Dean Acheson, two of the principal architects of the 
containment doctrine. (Abbie Rowe, National Park Service, Courtesy 
Harry S Truman Library) 


Churchill called the border between Communist 
Europe and Democratic Europe the Iron Curtain. 

In a famous letter, “Mr. X” (later revealed to be 
George Kennan), an American attaché in the U.S. 
embassy in Moscow, predicted in 1947 the begin- 
ning of the Cold War, “For ideology, as we have 
seen, taught [the Soviets] that the outside world 
was hostile and that it was their duty to overthrow 
the political forces beyond their borders.” 

Once the Truman administration realized that 
the Soviet Union was also trying to spread its ide- 
ology and influence beyond its borders (or the 
borders of the communist bloc), it decided to 
launch a new policy that was called containment. 
This policy was part of a four-pillared policy. The 
first pillar was deterrence; the second, the com- 
mitment to intervene; the third, the establishment 
of a “liberal” economic international order; and 
the fourth, containment through alliance. The 
goal of this was to contain Soviet expansionism, 
either in its ideological or territorial form. The 
main goal of this policy was to create a “wall” of 
countries surrounding the Soviet Union and its 
allies, preventing them from expanding into Eu- 
rope, the Americas, or Asia. 

The first time it was mentioned was again by 
Kennan in 1947, “United States policy toward the 


Soviet Union must be that of a long term, patient 
but firm and vigilant containment of Russian ex- 
pansive tendencies.” 

The containment policy began with the acti- 
vation of the Marshal Plan (1947), in which $12 
billion was granted to sixteen noncommunist states 
in Europe (including Turkey). The second step was 
the signing of several treaties, which enabled such 
containment. The North Atlantic Treaty Organi- 
zation (NATO) was established in April 1949 as a 
military cooperation treaty. Most of the European 
democracies joined NATO. Nowadays, NATO in- 
cludes former members of the Warsaw Pact, which 
was established as the communist answer to 
NATO in 1955. NATO also has had an economic 
impact. The European members of NATO devel- 
oped the first buds of the European Community 
(after 1991, the European Union) in 1959. 

The Soviet answer to the economic contain- 
ment was the establishment of the Council for 
Mutual Economic Assistance in January 1949. The 
Soviet Union centralized the economic polices of 
its satellites, for example, the Bulgarian trade vol- 
ume with the Soviet Union grew from 12 percent 
in 1937 to 92 percent in 1951. 

The containment policy included regional 
pacts in other parts of the world as well but with 
less success. The Baghdad Pact included Muslim 
countries such as Turkey, Iraq, and Iran. However, 
Egypt, the most populated Arab country, was 
called to join the treaty only after Iraq, which pres- 
sured Gamal Abdel Nasser, the Egyptian presi- 
dent, to ally with the Soviet Union and form an 
alternative axis to that of the Baghdad Pact, de- 
spite the fact that Egypt was not a communist 
country. In Asia, Latin America, the Middle East, 
and Africa, the United States supported noncom- 
munist regimes, even when they were not demo- 
cratic and required the protection of U.S. armed 
forces. 

Nadav Gablinger 


See also: Cold War; Council for Mutual Economic Assistance; 
Soviet Union. 
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COOK, 


CONTINENTAL SYSTEM 


An attempt conceived by Napoléon Bonaparte 
to crush Britain by engaging it in an economic 
as well as a military war. 


The Napoleonic Wars with England began in 1803 
and with it the unofficial inauguration of the plan. 
Officially, it began with the decrees of Berlin (1806) 
and Milan (1807). The plan was intended as a way 
to counteract Great Britain’s naval superiority. The 
Continental System was to act as any blockade 
but in reverse. Britain was not to be starved of 
goods but rather allowed to import as much as it 
could. However, its exports to the French-con- 
trolled Continent and the colonies were to be 
stopped. 

For the Continental System to work, it re- 
quired extensive government interference. This 
interference, which was to enrich France and im- 
poverish Great Britain, required one set of mea- 
sures designed to encourage exports and another 
set to discourage imports: or more explicitly, to 
increase France’s export of manufactured foods 
and the provision of imported raw materials, and 
to discourage the import of British-manufactured 
goods. 

Napoléon believed that by saturating Britain 
with goods from the Continent the British 
economy would be in a shambles: the outflow of 
precious metals would push the whole British 
credit system to the brink of financial ruin as it 
tried to pay for the imports. In the end, he hoped 
that labor disturbances arising from the economic 
chaos he envisioned would prove as harmful to 
Britain as a battlefield defeat. 

The Continental System proved unworkable, 
however. Even though Napoléon had unrivaled 
political power, he could not extinguish the wide- 
spread continental demand for British (and their 
colonies’) produced goods. This extreme protec- 
tionism was made untenable by the obvious cor- 
ruption, particularly in countries not under 
Napoléon’s direct rule. The sector that benefited 
most from the Continental System was the well- 
ordered smuggling trade. 

In retaliation, Napoléon, through the Trianon 
and Fontainebleau policy of 1810, set up a com- 
plicated system of licenses for such trade as was 
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officially prohibited. To compete with the smug- 
glers, colonial goods were to be admitted on the 
payment of duties calculated to be just less than 
the prices the smugglers were charging. The sys- 
tem failed, and the use of fake papers and licenses 
(more than 18,000 were issued by Great Britain 
alone) broke through the French self-blockade 
and totally undermined the system Napoléon 
hoped to establish. 

The Trianon policy was a huge producer of 
revenue buta failure from the standpoint of wag- 
ing an economic war on Britain. When Napoléon 
fell, the Continental System was terminated. 

The economic outcome of the plan was that it 
provided France with a protectionist regime that 
checked the supply of raw materials to industries 
it wanted to help (particularly cotton). Disrupted 
by blockade and destruction, the center of Euro- 
pean Atlantic commerce swung to Britain. 


Robert Koehn 


See also: War of 1812. 
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COOK, CAPTAIN JAMES 
(1726-1779) 


The son of a Yorkshire laborer, he worked as a 
farmer’s boy and grocer’s assistant before find- 
ing employment in the coal trade off the east 
coast of England. 


In 1755, at the age of twenty-seven, Captain James 
Cook joined the British navy as an able seaman. 
His charting of Newfoundland brought him to 
the attention of the Admiralty and at the age of 
thirty-nine he was elevated from the ranks to take 
command of an important expedition: to discover 
whether or not a large continent existed in the 
South Pacific. 

The Pacific had, of course, been “discovered” 
centuries before by non-Europeans. But in the two 
and a half centuries since Ferdinand Magellan first 
rounded Cape Horn, Oceania gradually en- 


CAPTAIN JAMES 


Arguably the greatest navigator and explorer in British history, Cap- 
tain James Cook’s voyages in the eighteenth century helped open 
up the Pacific basin to European trade and conquest. 

(© North Wind Picture Archives) 


croached on the European consciousness. Cook’s 
expeditions were the culmination of this process. 

His first voyage (August 1768 to July 1771) in 
the HMS Endeavour, resulted in the establishment 
of an observatory in Tahiti to make observations of 
the planet Venus (which passed across the face of 
the Sun in 1769). The expedition then explored the 
coasts of New Zealand and eastern Australia. The 
Union Jack was unfolded on Botany Bay and “New 
South Wales” was claimed for King George III. 

Cook’s second voyage (July 1772 to July 1775), 
on board the HMS Resolution and accompanied 
by the HMS Adventure, extensively explored the 
southern Pacific. On January 17, 1773, they be- 
came the first boats to cross the Antarctic Circle, 
as they made three attempts to find a southern 
continent. The Adventure, commanded by Tobias 
Furneaux, returned to England witha Polynesian 
from Tahiti named Omai, who came as an object 
of fascination to Europeans: a living example of 
the “noble savage.” 

After the second expedition, the British Ad- 
miralty wished to explore the North Pacific and 
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to discover whether a northwest passage existed 
across the north polar seas. Omai also had to be 
returned to Tahiti (with a swag of European com- 
modities, including firearms). Cook set out on his 
third voyage in July 1776, again on the Resolution. 
Arriving in Tahiti in August 1777, the British ex- 
plorers discovered that the Spanish had claimed 
the island and had attempted to convert the in- 
habitants to Christianity. 

Cook then proceeded to Hawaii, where a 
boat was stolen. Determined to seize a hostage 
to force a return of the boat, Cook became in- 
volved in an affray with the local inhabitants of 
Kealakekua Bay and was mortally stabbed in the 
back on February 14, 1779. The expedition arrived 
back in England (by way of the Cape of Good 
Hope) in October 1780. Thereafter, Cook’s “Death 
in Arcadia” became a potent artistic image. 

A wider audience celebrated the European 
exploration of the Pacific in the pantomime Omai, 
or a Trip around the World, brought to the Covent 
Garden Stage by David Garrick in 1785. This pan- 
tomime created a wide public interest in the ex- 
otic South Seas and reinforced the British 
self-image of a proud trading and naval power. 
Geographical exploration led naturally to curios- 
ity about the flora and fauna of the Pacific and 
the culture and commodities of its inhabitants. 

A large trade in collector’s items and com- 
modities from the Pacific developed. Whaling 
ships soon began to visit the Pacific islands, as did 
evangelists from the London Missionary Society, 
who established an export trade in coconut oil. 
Small settlements of Europeans sprang up, anda 
scramble for colonies began. Money began to re- 
place barter. 

Cook was accompanied on his first voyage by 
a group of scientists and artists including Joseph 
Banks, who later became president of the Royal 
Society. Banks brought back with him an exotic 
Australian bird, the kookaburra. Banks also en- 
gaged a number of artists and engravers to com- 
plete and prepare for publication many of the 
maps and drawings, including a portrayal of 
what—to European eyes—was an astonishing 
looking creature: the kangaroo. 

The expansion of trade increased British 
wealth—it also exacerbated the need to protect 
that wealth from overseas rivals and domestic 


criminals. British jails were becoming increasingly 
overcrowded, and in 1779, the year of Cook’s 
death, Banks suggested that Botany Bay might 
be a suitable destination for British convicts. This 
idea gained momentum in 1781, following the 
British defeat in American War of Independence. 

The “First Fleet” left England in May 1787 for 
this penal colony, arriving in what would soon 
be called Sydney Harbor on January 26, 1788. 
Over the next eight decades, approximately 
160,000 men, women, and children were trans- 
ported to Australia. When the last convict ship 
arrived in Fremantle in January 1868, the colony’s 
population had grown to over 1.5 million (Ab- 
original inhabitants were not counted in the Aus- 
tralian census until 1966). 

In the century after Cook left Plymouth on 
his first expedition, Australia, New Zealand, and 
the Pacific islands became integrated into the 
world economy. He was arguably the most im- 
portant explorer of his age: in Charles Darwin’s 
phrase, he added a hemisphere to the “civilized” 
world. 


Robert Leeson 


See also: British Empire. 
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COPPER 


The oldest and one of the most abundant 
metals known to humanity. 


The ancient Egyptians referred to copper with the 
Ankh sign that signified Eternal Life. Homer 
called copper “chalkos,” a name that is sometimes 
used to denote the Chalcolithic Age. The Romans 
used the term “ase Cyprium.” From the Latin 
term, the English coined the term “copper.” 

The use of copper dates back to the third mil- 
lennium B.c.£. Evidence of early finds remained 
restricted to the Sumerian civilization along the 
Tigris River and ancient Egypt. The Sumerians 
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Although it has lost some of its importance as a component in elec- 
tronics, copper remains one of the most important metallic trading 
commodities. Shown here is a trainload of copper ore leaving the 
Anaconda Company’s Butte, Montana, mines during World War Il. 
(Library of Congress) 


used copper from the Lake Van region of Arme- 
nia, while the Egyptians relied on the metal from 
the hills along the eastern coast of the Red Sea. 
Cyprus, located in a strategic trade route in the 
eastern Mediterranean, also yielded copper ar- 
ticles from the early Egyptian and Sumerian em- 
pires. After realizing the usefulness of the metal, 
the inhabitants of Cyprus also discovered copper 
on their island and mined the metal extensively. 
During ancient times, these three countries were 
the only copper-producing areas known. 

The use of copper was widespread in other 
nations scattered throughout the eastern Medi- 
terranean Sea. The Phoenicians (who occupied 
present-day Lebanon) sailed throughout the 
Mediterranean Sea in search of this precious 
metal, which they finally discovered in the Ibe- 
rian Peninsula (present-day Spain). Their mining 
operations, initially trenches cut into the side of a 
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mountain, occurred around 1240 B.c.z. By this time 
copper was used for tools, religious items, and 
decorative objects. The Romans continued to mine 
for copper in Spain after conquering Carthage dur- 
ing the First Punic War. The Romans perfected the 
process of removing the ore from the ground by 
constructing shafts at a forty-degree angle and by 
utilizing a device powered by slaves that was simi- 
lar to the Egyptian waterwheel to remove water 
from the tunnels. Workers descended into the 
shaft by using the footstones hammered into the 
side of the walls. The deepest known tunnel de- 
scended about 1,000 feet into the ground. Since 
the tunnels were still dangerous and expensive to 
maintain, the Romans devised another strategy 
for extracting the metal. Mountains containing 
copper were reduced to valleys down the center 
so that both sides of the remaining rock could be 
accessed easily. Besides the copper from Spain, the 
Romans also used copper from the region of Yu- 
goslavia and Asia Minor. 

By 2500 B.c.£., coppersmiths had discovered 
that by adding a small amount of tin to the copper 
during the heating process the metal would be 
harder. This combination of copper and tin yielded 
bronze. During the Bronze Age, the use of copper 
increased dramatically. Tin from Armenia, Saxony, 
and Cornwall was imported into the Mediterra- 
nean region to mix with the copper. The use of the 
bellows to increase the heat of the fire during the 
heating process helped generate the temperatures 
(the melting temperature of copper is 1,981 degrees 
Fahrenheit) needed to process large quantities of 
bronze with limited amounts of fuel. 


ANCIENT USES OF COPPER 


Copper was used by the ancient civilizations for 
a wide variety of reasons and for many purposes. 
Copper is biostatic, which means that bacteria will 
not attach itself to the metal. Therefore, copper is 
an excellent metal to both hold water and to move 
water from one place to another. Copper pipes 
were used in ancient Egypt more than 5,000 years 
ago. The ancient Greeks relied on the strength of 
the metal to protect the bows of their ships’ 
triremes, which would often be used to ram other 
ships. Later ships would be coated with copper 
or material that contained copper so that barnacles 


would not attach to the vessel. Copper’s noncor- 
rosive properties also reduced the chance of rust 
and mildew. Ancient civilizations used copper for 
religious items as well. King Solomon’s Temple 
in ancient Jerusalem had two twenty-six-foot-tall 
bronze pillars at the entrance and a vast circular 
copper container resting on the backs of twelve 
bronze bulls that held 16,000 gallons of water and 
was known as the “Bronze Sea.” Most ancient re- 
ligious statues were made of bronze as well. An- 
cient Greeks cast bronze statutes and since the 
metal was easy to use they were capable of creat- 
ing anatomically correct statues that were usu- 
ally in motion (e.g., in the process of throwing a 
spear with their arms outstretched instead of the 
static statues of the Egyptians with their arms by 
their sides). 

After the fall of the Western Roman empire, 
copper mining in Britain halted until the thir- 
teenth century. Under the House of Tudor (Henry 
VIL, Henry VIII, Edward VI, Mary I, and Eliza- 
beth I) mining resumed. During the interim pe- 
riod, Britain relied on Germany for its copper. The 
mine at Falun, Sweden (located approximately 100 
miles from Stockholm), was also in operation dur- 
ing the Middle Ages. These regions supplied most 
of northern Europe at the time. 

Before Europe resumed its use of copper on 
a wide scale, the Chinese and Indian cultures 
were using the metal on a grand scale. The 
temples of the region were primarily constructed 
of stone with bronze decorations and, most im- 
portantly, bronze statues of Buddhas and ceremo- 
nial bells. During the Middle Ages, the use of 
bronze also began in West Africa. Bronzes were 
usually cast heads instead of full statues. Nige- 
rian use of bronze yielded some of the best bronze 
works from this period. In pre-Columbian 
America, the inhabitants, including the Aztecs 
and Incas, combined copper with gold to form a 
metal known as “tumbaga.” They also produced 
copper weapons, tools, and jewelry used for reli- 
gious purposes. 


COPPER AND THE INDUSTRIAL 
REVOLUTION 


The Industrial Revolution, which began in Great 
Britain during the late eighteenth century, re- 


sulted in the need for more copper. An improve- 
ment in the process of removing impurities resulted 
in an increase in output. The use of coal as fuel for 
producing the high heat required to melt copper, a 
process developed by Edward Jorden and per- 
fected by Sir Philip Vernatt, also sped up the out- 
put. Great Britain and Sweden were the primary 
sources of the metal. The production process was 
usually located close to large supplies of coal such 
as in the Swansea district. In addition to being used 
for the production of bronze, coal was also used to 
produce brass in the nineteenth century. 

During the nineteenth century, copper min- 
ing occurred in many regions around the world. 
In the western United States, miners mined more 
copper than any other metal. Russia, Chile, 
Canada, Northern Rhodesia (present-day Zam- 
bia), and other African countries became major 
producers of the metal. Smaller mining operations 
occurred in Finland, Norway, and present-day 
Kazakhstan, as well as in Japan and China. The 
Cornish mines in Great Britain, which had been 
overworked for decades, were nearly depleted by 
the nineteenth century. 

The demand for copper in the late nineteenth 
century is attributed to the development of elec- 
tricity and from then the production of new 
manufactured products. The invention of the 
dynamo and electrical generators required a large 
quantity of copper wiring. The combustion en- 
gine also used copper with the high-performance 
engines of the twentieth century utilizing cop- 
per to reduce the heat on the engine. Copper is 
also used for electronic devices since it conducts 
electrical current better than any other metal. 
Computer companies have begun using copper 
instead of aluminum in their computer chips for 
the same reason. The invention of the telephone 
also increased the demand for copper wiring, and 
even at the end of the twentieth century copper 
telephone wires are used as an inexpensive alter- 
native to fiber optics because of its high-quality 
transmission capabilities. Although many homes 
and businesses have PVC pipes for plumbing, the 
best pipes are still constructed of copper. Chefs 
rely on copper for their cooking pans because of 
its ability to conduct heat efficiently and evenly. 
Roofs, gutters, and downspouts contain copper 
frequently. The average house contains 439 
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pounds of copper from doorknobs to pipes and 
appliances. Automobiles contain copper for their 
electrical circuitry. Ships, submarines, heavy con- 
struction equipment, trains, and many other 
forms of transportation now rely on copper as 
well. Most coins consist of copper with the addi- 
tion of a small amount of other metals. In the 
modern era, copper has become indispensable. 

Although humans have mined and used cop- 
per for six millennia, the world’s supply of the 
metal is not in danger of depletion. Known cop- 
per sources amount to 5.8 trillion pounds, but only 
12 percent of that amount (0.7 trillion pounds) 
has been mined. The primary reason for the low 
rate of consumption is that copper is the most 
widely recycled metal. Ancient copper or bronze 
objects were often reheated and formed into new 
objects. In modern times, copper wiring and ob- 
jects are still recycled. 


Cynthia Clark Northrup 


See also: Computers, Electricity; Industrial Revolution; Ro- 
man Empire; Telephone. 
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COPYRIGHTS 


Monopolistic protections created for authors 
and publishers. 


The laws governing copyright protection, espe- 
cially in the United States, have been revised 
several times over the years. The origins and de- 
velopment of copyright law started in Great Brit- 
ain. It began in the aftermath of the invention of 
Johannes Gutenberg’s printing press. The law was 
shaped by efforts of the mercantile class to obtain 
monopolistic control of the publishing industry. 
It was similar to those of the medieval guilds that 
were instrumental in shaping patent and trade- 
mark law. Besides the concerns of publishers in 
having a monopoly over the production of books 
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comparable to the interests of guilds in maintain- 
ing control over the production of new technol- 
ogy, copyright law was also influenced by those 
interested in controlling the content of new works 
of authorship. The moving force behind such con- 
trol was the Roman Catholic Church. It sought 
“to restrict the dissemination of anti-clerical and 
reformation publications.” The most lasting influ- 
ence, however, remained with the publishers 
themselves. They wanted to maintain controlling 
rights over their own trade. 

In the late seventeenth century, authors and 
others desirous of sharing the commercial re- 
wards of publishing challenged the control pub- 
lishers exercised over the printing of books. In 
1710, Parliament enacted the Statute of Anne, 
which “purported to limit formerly perpetual 
rights by publishers to a period of years.” The 
1710 statute defined copyright law in England. 
It was intended to limit as well as to create mo- 
nopolistic copyright protection. As early as the 
eighteenth century, moreover, an important com- 
mercial distinction between author and publisher 
was established. Once the author’s work was dis- 
tributed, the publisher gained the publication 
rights. This distinction between pre- and post- 
publication rights remained an essential aspect 
of Anglo jurisprudence. 

In the United States, copyright law has dis- 
tinguished between the “common-law” right of 
an author to his or her unpublished creations, and 
the statutory copyright that might be obtained 
on publication. Until the 1970s, an author had 
perpetual rights to his or her creation. This also 
entailed the right to decide when, if, and how to 
publish the work. Yet, that common-law protec- 
tion terminated on the work’s publication. The 
Copyright Act of 1976 shifted the line of distinc- 
tion between common law and statutory copy- 
right from the moment of publication to the 
moment of fixation of the work into tangible form. 

In Article 1, section 8, clause 8 of the U.S. 
Constitution, Congress has the power to enact any 
legislation consistent with the intent of the Con- 
stitution to provide copyright protection for lim- 
ited times. In 1790, Congress adopted a copyright 
statute. It has been revised four times: 1831, 1870, 
1909, and 1976. The revisions were responses to 
new forms of expression that became commer- 


cially important. In 1802, Congress added prints 
to protected works. The 1831 law added musical 
compositions and the 1870 revision earmarked 
paintings, statutes, and other fine arts. The 1909 
act remains significant because it is the last act 
maintaining the distinction between pre- and 
postpublication rights, as well as protecting many 
works of creation. The 1976 act ultimately aban- 
doned that distinction. 

Throughout much of American history, copy- 
right protection had been granted in multiples of 
fourteen years. The 1909 act had an initial term of 
twenty-eight years followed by a possible renewal 
for another twenty-eight years. The 1976 act 
adopted a lifetime-plus-fifty years and extends 
protection to just about anything that can be ex- 
pressed in tangible form. New challenges are now 
being raised in the information-technology era. 
The publication of e-books and downloading pro- 
tected material from the Internet is reshaping the 
judicial landscape in the realm of intellectual 
property and copyright protection. 

The basic concept of copyright, at least in 
Anglo-American jurisprudence, is originality. Pro- 
tection centers fundamentally on the original ex- 
pression of an idea, whether literary, artistic, 
commercial, or otherwise. Throughout its historic 
evolution, the twin concepts of expression and 
originality have been the foundation of copyright 


protection. 
Charles FE. Howlett 


See also: Intellectual Property. 
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CORN 


There are four species of Zea native to Mexico 
and Central America. 


Most scientists now believe modern corn de- 
scends from Zea mexicana, or teosinte. After do- 
mestication in the Balsas River basin of southern 
Mexico, Zea mexicana evolved into Zea mays, 
modern corn, or maize. The first archaeological 
record of Zea mays, a particular variety prepared 
as food by popping, comes from the Tehuacan 
caves near Puebla, Mexico, and is dated to 5,000 
B.C.E. Corn’s use spread north, east, and west, be- 
coming common in both temperate and tropical 
areas. By 3,000 B.c.£., corn was grown in coastal 
Ecuador, apparently spreading first to the Andean 
highlands, then by 1800 B.c.r. into the drier coastal 
communities of Peru, at the same time reaching 
New Mexico by 1,200 B.c.z. Although corn agri- 
culture entered the Amazon basin slowly, it ar- 
rived in the Orinoco River basin between 400 B.c.E. 
and 100 c.z., roughly the same time it had reached 
the Mississippi River valley. Corn’s centrality as a 
food ensured it a place in Mesoamerican mytholo- 
gies and religions, where it was seen as integral 
to all human life. 

Different types of corn developed in Mexico 
or South America. Finds in pre-Columbian ar- 
chaeological sites in North America and the Car- 
ibbean point to the fact that corn from Mexico 
and South America was traded along both land 
and sea routes connecting areas of sedentary and 
semisedentary civilization. However, the adop- 
tion of corn did not immediately connote the tran- 
sition to a fully settled existence, as fields of corn 
were cultivated only periodically by nomadic 
hunter-gatherer societies, who relied on them as 
an occasional food source. In the American South- 


A key food source for ancient Americans, including these Anasazi 
women shown grinding the grain, corn became a widely traded 
international commodity following the European conquest of the 
Americas in the sixteenth century. (© North Wind Picture Archives) 
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west and Eastern woodlands, for example, it took 
over a thousand years before corn became a staple 
food. 

Throughout the Americas, corn was cultivated 
in conjunction with other vegetables, as it is to- 
day, creating the corn-squash-bean food complex, 
a felicitous combination that prevented farmers 
dependent on corn from suffering pellagra, a dis- 
ease caused by corn’s lack of lysine. On the other 
hand, pellagra became a problem in other parts 
of the world, particularly Europe, where corn was 
eaten unaccompanied by beans or squash. 

After Christopher Columbus's voyages, corn 
spread quickly to Europe and along maritime 
trade routes, connecting Spanish and Portuguese 
colonies with centers of population in Africa and 
Asia. Ironically, the introduction of cattle by Span- 
iards into the Americas in the colonial period rav- 
aged teosinte corn in its native distribution as an 
understory plant in pine and oak woodlands. The 
hardy and fast-growing Peruvian strains of corn 
imported into parts of southern Europe flourished 
as a spring-summer crop and contributed to 
population increases in areas of northern Italy and 
the Basque countries of Spain and France. 

Europeans and Africans cultivated corn in 
coastal settlements of West Africa and Angola by 
the first half of the sixteenth century. Corn’s 
spread was thus connected to the triangle trade 
based on slavery. By 1561, it was grown in 
Mozambique on the east coast, and by the nine- 
teenth century it had supplanted sorghum as a 
food source in most of the wetter parts of sub- 
Saharan Africa. By 1543, the Spanish had brought 
it to the Philippine Islands and by 1590 Portuguese 
traders had introduced it into India. The Chinese- 
controlled maritime commercial network was re- 
sponsible for corn’s distribution in Southeast Asia 
beyond European trade. Corn, however, did not 
supplant rice or wheat in Asia, but was adopted 
by mountain-dwelling agriculturalists on mar- 
ginal soils where corn flourished, becoming the 
preferred staple of poorer regions and contribut- 
ing to population growth wherever a wet season 
and warm temperatures allowed for successful 
cultivation. 

Beginning in the nineteenth century, corn 
agriculture reached a new high in the appropri- 
ately named Corn Belt of the American Midwest. 
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In 1933, farmers using mechanized agricultural 
technology turned to hybrid seed corn. It dis- 
placed old garden varieties completely by 1953, 
but this massive move unfortunately exposed the 
corn crop to devastating fungal diseases by the 
1970s. More research developed newer strains 
resistant to disease in temperate North America 
and more productive corn for the tropics where 
it had become a staple food by the twentieth cen- 
tury. Corn’s introduction to tropical highlands 
and savannahs and to the grasslands and cleared 
forests of subtropical and temperate areas 
throughout the world has usually resulted in 
population increases because it is an extremely 
nutritious crop and can be stored dried or in pow- 
dered form. 


Fabio Lopez-Lazaro 
See also: Columbus, Christopher; Discovery and Exploration. 
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CORN LAWS 


The generic term, from medieval times on- 
ward, for legislation regarding regulation of 
grain exports and imports in Britain. 


The nature and impact of corn laws changed 
from the twelfth century onward, when they first 
appeared in the historical record. The initial for- 
mal legal ban on exports so as to maintain a low 
price for domestic grain in Britain was imposed 


Richard Cobden (1804-1865), an industrialist from Manchester, 
England, fought to abolish the “corn laws” prohibiting grain imports. 
The struggle over the laws pitted manufacturers—who wanted 
cheaper sources of food for their workers—against agricultural in- 
terests. (© Topham/The Image Works) 


as early as 1361. A series of laws followed—for 
example, in 1436, which granted grain growers 
monopolistic advantage, and in 1463, which in 
effect controlled grain exports and imports, de- 
pendent on the domestic price level, and im- 
posed tariffs and duties on grain imports and 
exports accordingly. 

These laws adapted to market conditions, 
both domestic and foreign. For example, between 
1660 and 1814 duties and tariffs on grain imports 
and exports were on a de facto “sliding scale”; that 
is, they were adjusted to changes in market con- 
ditions, so as to attain the aims of both maintain- 
ing domestic supply and sustaining profits from 
grain sales for landowners. In 1773, 1791, and 
again in 1804, the laws were amended; in the first 
instance, to reduce duties, and in the latter in- 
stances, to compensate landowners by raising 
grain prices. 

Under the provisions of the Corn Law of 
1815, imports of wheat were prohibited until the 


price of domestically produced grain rose to a 
preset level; this effectively ended the de facto 
sliding scale system of import duties that was 
reimposed, a decade later, in 1828, and revised 
again in 1842. 

Although initially supported by Thomas Rob- 
ert Malthus, and opposed by David Ricardo on 
economic grounds, the Corn Laws eventually 
became both a political and an economic issue. 
Much has been written on the respective stances 
taken by Malthus as against Ricardo regarding the 
Corn Laws. What is important to remember, how- 
ever, is that Ricardo did not advocate the imme- 
diate repeal of them; rather, he wanted their 
gradual abolishment, so as not to harm the agri- 
cultural sector in Britain. 

Between 1836 and 1839, an anti-Corn Law 
movement developed, led by John Bright and 
Richard Cobden. This movement gained politi- 
cal support from British merchants, bankers, trad- 
ers, manufacturers, industrialists, and political 
radicals alike. The merchants and industrialists 
attacked the laws as subsidizing agriculture at the 
expense of industry, trade, and economic growth. 
The political radicals attacked them as benefiting 
landowners at the consumers’ expense, since the 
imposition of the laws was, in their view, an im- 
plicit tax on food. 

In 1845, two events occurred that finally cata- 
lyzed mass opposition to the Corn Laws. The 
Irish potato crop failed, and famine resulted. In 
addition, heavy rains in Britain that year ruined 
crops and created food shortages. Under increas- 
ing nationwide public pressure, Robert Peel’s 
Tory government finally repealed the Corn Laws 
in 1846. The repeal of the Corn Laws, therefore, 
not only represented the triumph of Ricardo, 
Adam Smith, and free trade, it also represented 
the newly acquired political clout of a newly 
crystallized middle class in Britain, especially 
after the Reform Act of 1832. 


Warren Young 
See also: Agriculture; Great Britain; Malthus, Thomas Robert. 
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CORPORATIONS 


A company recognized as a legal entity by the 
government with specific powers outlined in 
its charter and liabilities that do not extend 
to the individual shareholders. 


EARLY ENGLISH 
CORPORATIONS 


The whole purpose of forming corporations, or 
joint-stock companies, was to allow individuals 
to invest in trading companies while limiting their 
personal liability. The first chartered company was 
formed in England in 1553. The Muscovy (or Rus- 
sia) Company was established to explore for a 
northeast passage to Asia. Formed sixty-one years 
after the discovery of the New World, the com- 
pany pooled the resources of private citizens for 
the venture. At the time, the English royal trea- 
sury could not support such a scheme. The expe- 
dition traveled from England across the White Sea 
and down to Moscow. In 1555, the company re- 
ceived a monopoly on all trade with Russia and 
would eventually establish land trade routes with 
Persia. The company lost its monopoly briefly af- 
ter the execution of King Charles I, but the privi- 
leges were reinstituted after the restoration of the 
monarchy under Charles II. The company lost its 
monopoly again in 1698, but continued to trade 
in Russia until the revolution of 1917. 

The success of the Muscovy Company led to 
the chartering the Levant Company in 1581. The 
Levant Company was granted a monopoly to 
trade with the Ottoman empire and continued 
to operate until 1825 when Parliament dissolved 
the corporation. 

The third major corporation chartered was by 
far the largest and most successful. The objective 
of the British East India Company, founded in 
1600 under the reign of Queen Elizabeth I, was to 
compete or even eliminate the Dutch from the 
spice trade. After a disastrous slaughter against 
the Dutch at Amboina in 1623, the British re- 
treated to India where the company had already 
established several factories. The British East In- 
dia Company focused on trade in cotton textiles 
with their brilliant dyes and patterns. The com- 
pany would later develop the pepper and tea 
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trade. Under the terms of the charter, the com- 
pany was granted a monopoly on trade from the 
region and in exchange it was responsible for ne- 
gotiating trade agreements and providing for its 
own protection. The royal treasury reaped the 
benefit of the taxes paid while expanding its em- 
pire at no additional expense. Corporations and 
the government established a mutually beneficial 
relationship. Madras, Bombay, and Calcutta be- 
came the primary centers of trade for the com- 
pany until the Seven Years’ War when Robert 
Clive, a company man, helped drive the French 
from the subcontinent (1751-1760). At the con- 
clusion of the war, Parliament passed a series of 
legislation designed to lay direct taxes on the 
American colonies. 

After much resistance to and the repeal of the 
Sugar and Stamp Acts, Parliament passed the Tea 
Act. The British East India Company was near 
bankruptcy but had enough tea in its warehouses 
to pay its debts. Parliament granted the company 
a monopoly for the sale of tea in the North Ameri- 
can colonies but included a small tax on the prod- 
uct. The destruction of the tea in Boston Harbor 
ultimately led to the American Revolution and 
the creation of the United States. The British East 
India Company continued to consolidate control 
over India until the Sepoy mutiny of 1857. In 1858, 
the British assumed direct control over India and 
in 1874 the company was dissolved. The goal of 
securing India had been accomplished. 

Within a few years of the British authorizing 
the British East India Company, several other cor- 
porations were chartered. Among these were the 
Virginia Company of London (1606) and the Vir- 
ginia Company of Plymouth (1629), both of which 
established successful colonies in the New World. 
The Virginia Company of London was founded 
on the hopes that the explorers would discover 
gold like the Spaniards did in South America, while 
the Virginia Company of Plymouth was founded 
for religious reasons. The colony established at 
Jamestown became viable with the cultivation of 
tobacco—a cash crop. After the company spent 
200,000 pounds and arranged for the passage of 
10,000 people to Virginia, complaints forced the 
Crown to revoke the charter and make Virginia a 
royal colony in 1624. The Plymouth company tried 
unsuccessfully to establish a colony until 1620, and 


then Massachusetts Bay was established a few 
years later. The colony continued to grow and pros- 
per and became part of the triangle trade that de- 
veloped between Europe, Africa, and the Americas. 
After several disastrous Indian wars and the Glori- 
ous Revolution, Massachusetts Bay, Plymouth, and 
Maine were consolidated in 1691. Although the 
corporations ceased to exist, they had established 
English colonies in the New World and developed 
trade with England and other parts of the world 
before becoming the United States. 

King Charles II granted a charter to the 
Hudson’s Bay Company in 1670 with the stated 
objective of the corporation being to settle the 
Hudson Bay area and to find a northwest pas- 
sage to India. The company established a lucra- 
tive fur trade, but the French, along the St. 
Lawrence River, competed with it until the end 
of the French and Indian War (1754-1763) when 
the English gained control over all of Canada. The 
company then had to compete against the North 
West Company that was interested in the west- 
ern lands of North America. 

Besides the English, the Dutch also estab- 
lished corporations to control trade in the Far East 
as well as in the New World. The Dutch East In- 
dia Company, established in 1602, rivaled the Brit- 
ish East India Company. The Dutch controlled 
much of the spice trade and successfully pre- 
vented the British from ruling the Spice Islands. 
The company was dissolved in the late eighteenth 
century as a result of corruption and its posses- 
sions reverted to the government. The Dutch also 
formed a West India Company that established a 
fur trade with the American Indians in the area 
of present-day New York. The lucrative fur trade 
was ended when the duke of York (the future 
James II) conquered the New Netherlands and 
established New York. 

The French also used the corporation to fund 
the exploration and settlement of the New World. 
In 1664, King Louis XIV chartered the French East 
India Company to develop trade with the Far East. 
Settlements on the islands of Bourbon and Ile de 
France (present-day Réunion and Mauritius) were 
established in the late seventeenth century. In 
1719, the company developed trade in India but 
struggled to pay its expenses. Forced to merge 
with another company for a few years, the French 


East India Company became a separate entity 
again. Events in India required that the company 
pursue an active role in the political matters of 
the region and beginning in 1741 Joseph Francois 
Dupleix started a change in French tactics by at- 
tempting to dominate the Indians and drive the 
British off the subcontinent. The English defeated 
the French in India during the Seven Years’ War 
(1754-1763). By 1769, the French East India Com- 
pany had been dissolved. 

The role of these early corporations had been 
to pool resources of private investors for the pur- 
pose of establishing trading companies between 
the mother country and regions throughout the 
world. The Crown received a percentage of the 
profits or funds from the taxation of the company 
but was spared the expense of settling and pro- 
tecting these areas. After the enterprises became 
successful, many of the companies experienced 
corruption at some level, subsequently they lost 
their charters and the government assumed con- 
trol over an expanded empire. During the late sev- 
enteenth and early eighteenth centuries that 
trend continued. With the industrialization of the 
west European countries and the United States, 
the trade role of the joint-stock company was re- 
placed by big business. 


BIG BUSINESS 


During the Industrial Revolution, corporations in 
Great Britain established factories to produce tex- 
tiles. New inventions, such as the spinning jenny 
and the water frame, and the spinning mule al- 
lowed for the production of cotton cloth at a faster 
rate and lower cost. Britain became the leading 
textile producer with the United States develop- 
ing its textile industry during the early eighteenth 
century. The British had established a mercantile 
system that protected their corporations as early 
as the 1650s, and that policy continued until the 
mid-1800s when they began advocating free 
trade. With their corporations already establish- 
ing and dominating trade, the move was intended 
to persuade other countries, when competing 
goods could not be produced and sold at a com- 
petitive price, to eliminate trade barriers such as 
tariffs so that the British would have a distinct 
advantage in markets throughout the world. 
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The response in the United States was to raise 
tariffs. Between the American Revolution and the 
War of 1812, the United States had a low, revenue- 
only, tariff on a select group of imported items. 
One of the lessons learned as a result of the War 
of 1812 was that the United States must be eco- 
nomically independent from Europe, including 
Great Britain. Beginning in 1816, Congress passed 
a protective tariff that was raised to record high 
levels after the Civil War. Enumerated schedules 
were expanded to include most items. The pri- 
mary beneficiaries of this policy were the corpo- 
rations. By effectively eliminating most foreign 
competition through the imposition of high du- 
ties, corporations could focus on the domestic 
market. Many entrepreneurs took advantage of 
this opportunity to create large corporations such 
as U.S. Steel and Standard Oil. The lack of anti- 
monopoly legislation allowed the companies to 
engage in horizontal and vertical monopolistic 
practices that reduced the cost of their products. 
By selling lower than the competition, these com- 
panies forced others out of business and once they 
controlled the market, they could raise prices to 
whatever level the market could sustain. 

By the turn of the twentieth century, popular 
support for controlling the corporations had de- 
veloped and Congress passed effective legislation 
that forced the companies to eliminate interlock- 
ing directorates and break up into smaller entities. 
This shift in policy occurred as corporations had 
saturated the domestic market and had begun to 
turn their attention to foreign markets. 


MULTINATIONAL CORPORATIONS 


Competition between countries during the nine- 
teenth century resulted in the erection of tariff 
barriers in most industrialized countries. When 
owners of corporations decided to expand into 
foreign countries, they were often prevented from 
selling their goods because of the higher costs 
involved as a result of tariff rates. In 1911, Henry 
Ford opened the first overseas branch of the Ford 
Motor Company in Manchester, England, to cir- 
cumvent tariff restrictions. Other companies soon 
followed Ford’s example. Branch offices or facto- 
ries would be established in foreign countries and 
the profits returned to the mother country. 
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Many multinational companies became so 
large, and amassed so much wealth, that prob- 
lems often developed. One of the major issues 
was that such companies often had more wealth, 
and therefore, influence within the host country 
than the government itself. Another issue raised 
by labor unions was that the establishment of fa- 
cilities in other countries to service that market 
resulted in the loss of jobs in the home country. 
As the industrialized nations moved toward a free 
trade policy after World War II, this argument took 
on added significance since overseas labor costs 
less than it does in industrialized nations. Prod- 
ucts once manufactured for overseas consump- 
tion were being shipped back into the home 
country of the parent corporation resulting in a 
loss of jobs. In many instances, the problem was 
exacerbated by the fact that the United States re- 
duced tariff barriers unilaterally while other coun- 
tries maintained trade restrictions. During the 
1980s, Japanese automobile manufacturers were 
pressured into opening plants in the United States 
to placate auto workers who had been losing their 
jobs as American-made auto sales declined. 

The growth of multinational corporations 
(MNCs) has resulted in many of these companies 
conducting business on a global basis. Although 
the headquarters remains in the mother country, 
the reach of the company extends beyond the 
control of any one government. The largest MNCs 
are based in the United States and Japan, followed 
by the countries of western Europe, although 
three Chinese corporations joined the top 500 
multinational entities during the late 1990s. Many 
of these corporations own assets in foreign coun- 
tries, although the Japanese own far less of these 
assets than other nationalities. In 1995, the top 100 
MNCs owned $1.7 trillion in assets overseas and 
recorded sales of over $2 trillion while employ- 
ing more than 5.8 million workers. The largest 
American MNCs are General Motors, Ford Mo- 
tor Company, and Exxon. The largest European 
MNC is Shell, while Japanese companies include 
Mitsui, Itochu, Marubeni, Sumitomo, and Toyota. 
MNCs such as Unilever, GM, Philips, Nestle, ABB, 
Siemens, BAT, PepsiCo, and McDonald’s employ 
hundreds of thousands of workers in their over- 
seas facilities. Some of these corporations benefit 
from intrafirm trade, although statistics on these 


transactions are only recorded in the United 
States. MNCs account for 62 percent of all U.S. 
imports and exports. 

The negotiation of free-trade areas such as the 
European Union and the North American Free 
Trade Agreement will foster the growth of MNCs. 
As more countries moved toward free trade, pri- 
marily through participation in the General Agree- 
ment on Tariffs and Trade, a voluntary organization, 
it became essential for a more structured institu- 
tion to be formed to handle international trade 
issues—that institution became known as the 
World Trade Organization. Although international 
law and agreements govern the many activities of 
MNCs, the companies continue to exercise power 
over the political and economic systems of the 
world, much as they did when they were first 
formed in the sixteenth and seventeenth centuries. 
Corporations will continue to control world trade 
well into the future. 


Cynthia Clark Northrup 


See also: British East India Company; British Empire; Dutch; 
European Union; Ford Motor Company; French Empire; 
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COTTON 


A vegetable fiber harvested primarily for use 
in textiles. 


The cotton plant is shrubby in nature, with seeds 
surrounded by downy fibers that can be easily 
twisted and spun into yarn when dried. The use 
of cotton cloth dates back to the ancient civiliza- 
tions in Egypt and India, where the climate is con- 
ducive to the growing of the plant. Although a 
significant amount of manual labor was required 
to separate the fibers from the seeds, once dried 
the cotton fibers flatten and twist on their own, 
thereby making spinning easier. While some cot- 
ton was traded with other Middle Eastern cul- 
tures, it remained limited since Europeans, living 
in colder weather, used wool or furs for clothing 
and the Chinese preferred their silk cloth. 

India was the first country where cotton cloth 
was woven and exported to other regions on a 
large scale. In the first century c.z., Arab traders 
sold fine Indian muslin and calico cloth to Italy 
and Spain. By the ninth century c.z., the cotton 
plant was being cultivated in Spain. Cotton was 
then shipped to Venice and Milan, where it was 
spun into cloth. Indian cotton was finally intro- 
duced in England during the fifteenth century, 
where it was used for candlewicks. During the 
seventeenth and eighteenth centuries, the Brit- 
ish, French, and Dutch established trading cen- 
ters in India, and cotton was exported back to 
Europe, along with pepper and other goods. 

Although cotton grew well in the southern 
colonies in British North America, the labor- 
intensive processing of the fibers made the wide- 
spread cultivation of the plant economically 
inefficient, even under the institution of slavery. 
The invention of the cotton gin by Eli Whitney in 
1793 changed everything. Because the cotton gin 
decreased the time and effort required to sepa- 
rate the fiber from the seeds, cotton became a prof- 
itable crop. Southern planters imported additional 
West African slaves to work the land, and after 
the slave trade ended in 1808, the plantation own- 
ers purchased slaves from the East Coast tobacco- 
growing colonies, where the soil had been ex- 
hausted and slaves were no longer needed. 

The demand for cotton from the United States 
and India continued to increase during the first 
half of the nineteenth century as the British tex- 
tile mills, operating with new technology like the 
spinning jenny, the flying shuttle, and the water 
frame, produced cloth faster than ever before. 
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Trade relations between the southern United States 
and Great Britain were mutually beneficial. The 
slaves picked the cotton that was shipped to En- 
gland, where it was made into cloth, much of 
which would be sold back to the southern states 
to clothe their slaves. This trade was threatened 
during the 1830s when the U.S. Congress passed 
the Tariff of 1828 and the Tariff of 1832, raising im- 
port duties to record high levels. Vice President 
John C. Calhoun argued in the South Carolina Ex- 
position that the tariff rates were discriminatory and 
therefore unconstitutional. Northern factories 
could purchase cotton from the South and sell the 
cloth back to the South without paying any du- 
ties, but since the North could not consume all the 
cotton grown in the South, the southern states 
were forced to sell their cotton to England. The 
high import duties limited the ability of the South 
to maintain the cycle of trade with England. 

Only after South Carolina threatened to leave 
the Union did Congress, with the skillful nego- 
tiations of Henry Clay, pass the Compromise Tar- 
iff of 1833, which reduced tariff rates to 20 percent 
over a nine-year period. Throughout much of the 
nineteenth century, cotton was “king”—the crop 
was the number-one commodity exchanged. 
Even after the Civil War ended slavery, the grow- 
ing of cotton remained profitable. By the twenti- 
eth century, machines were used to pick the 
cotton and the crop remained profitable but vul- 
nerable to the production of synthetic fibers. 
While cotton continues to be cultivated in the 
South, it is also grown in some western states. 

Until the 1990s, the United States remained 
the largest cotton-producing country in the world 
and second only to Great Britain in the manufac- 
ture of cotton textiles. China has now surpassed 
the United States as the leading producer of cot- 
ton, with the former republics of the Soviet Union 
producing the third largest amounts of cotton. 
Cotton manufacturing has moved to regions 
where the price of wages are lower. China, India, 
Pakistan, Brazil, and Egypt are major producers 
of cotton textiles. 

In 2002, the top 400 producers of cotton tex- 
tiles purchased 46 percent of the U.S. cotton crop. 
The value of that 46 percent equaled $626 million. 
Annual sales exceed $1 billion. Although China 
surpassed the United States as the largest producer, 
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recent weather-related crises forced China to pur- 
chase large quantities of cotton on the world mar- 
ket to sustain the production of apparel. 

Besides textiles, the cotton plant is processed 
into a number of other goods. The fibers are used 
in cordage, automobile-tire cord, and plastic re- 
inforcing. Cotton hulls are used as fertilizer while 
the fibers of the stalk can be processed into paper 
and cardboard. After the seeds are shelled and 
pressed, the oil is removed and processed into 
salad and cooking oil, cosmetics, and margarine. 
Cotton oil is also used in soap, candles, detergents, 
and oilcloths, as well as in some paints. 


Cynthia Clark Northrup 
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COTTON GIN 


Machine developed to clean and process cot- 
ton crops. 


After the American Revolution, American farmers 
produced two types of cotton in the South: Sea 
Island long-staple cotton with black seeds and 
upland short-staple cotton with green seeds. Long- 
staple cotton could be easily cleaned of its slippery 
seeds, but its growing area was limited to the moist 
regions of coastal Georgia and the Carolinas. Short- 
staple cotton could potentially grow in western 
regions of the South, yet the enmeshed green seeds 
could not be efficiently cleaned from the cotton 
lint, thus severely limiting its market potential. 
With the developments in the late 1700s of the 
steam engine looms in the English textile mills and 


the resulting turn from wool and flax to cotton 
production, the American economy needed a prof- 
itable export commodity such as short-staple cot- 
ton to fill this growing European market. 

Cotton gins (short for engine) existed before 
the 1790s, but these roller gins, based on a design 
from India, did not process clean lint from short- 
staple cotton. Some planters thought perhaps a 
hybrid from both long- and short-staple cotton 
could be developed to solve the seed problem, but 
this idea never caught on. As Whitney’s biogra- 
pher Constance Green stated about the post- 
American Revolutionary era, “Only cotton seeds 
stood between the nation and economic recovery.” 

Whitney spent six creative months, from No- 
vember 1792 through April 1793, at the plantation 
of Catherine Greene, a wealthy and resourceful 
widow who challenged Whitney to develop a 
machine to aid the southern economy. He cre- 
ated a unique version of the cotton gin, amachine 
with a single revolving cylinder armed with iron 
points or teeth that acted in conjunction with fixed 
bars and a brush to extricate cotton from the re- 
volving teeth. Whitney described his invention 
as such: “The cotton is put into the Hopper, car- 
ried thro’ the Breastwork, brushed off from the 
teeth by the Clearer and flies off from the Clearer 
with the assistance of the air, by its own centrifu- 
gal force. The machine is turned by water, horses, 
or in any other way as is most convenient.” His 
machine successfully cleaned the green seeds 
from short-staple cotton lint at a rate ten to fifty 
times faster than hand without damaging qual- 
ity, thus creating a profitable crop. 

Although Whitney formally applied for patent 
rights on June 20, 1793, he never received any no- 
table profits from his invention as it was too easily 
copied. Whitney prided himself that the gin con- 
siderably reduced labor yet had not caused unem- 
ployment. However, the cotton gin increased the 
fieldwork in southern cotton fields by enslaved 
people and factory work in the northern and En- 
glish textile mills by the working classes. The gin 
not only created new profits for planters for an 
easily marketed crop, but it also helped to perpetu- 
ate slavery in the South for another sixty years. 

Production of short-staple cotton dramati- 
cally increased before the Civil War. The earliest 
trade, from Charleston, began in 1747 with only 
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The cotton gin, invented in the late eighteenth century, allowed for the vast expansion of cotton cultivation—and African American slavery— 
in the U.S. South in the nineteenth century. Cotton was far and away America’s most valuable agricultural export before the Civil War, 
helping to draw the international capital that financed the North’s Industrial Revolution. (Library of Congress) 


seven bags. By 1791, the United States produced 
0.4 percent of the world’s cotton, and by 1845, 87 
percent. In 1793, the year of Whitney’s cotton 
gin, the United States produced 5 million pounds 
and exported 487,600 pounds; by 1800, it pro- 
duced almost 35 million pounds and exported 
nearly 18 million pounds; and by 1845, it pro- 
duced over 1 billion pounds and exported over 
862 million pounds. By the 1850s, the United 
States sold cotton not only to England, but also 
to Spain, Germany, Belgium, Sweden, Portugal, 
France, and Brazil. By 1860, cotton was America’s 
main export. The southern planters, for over half 
a century, owed to the cotton gin their ability to 
market their great staple. 


Lisa Ossian 


See also: Slavery. 
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COUNCIL FOR MUTUAL 
ECONOMIC ASSISTANCE 


A politically based common market for Soviet 
bloc countries. 
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In January 1949 the Union of Soviet Socialist Re- 
publics sponsored the formation in Moscow of 
the Council for Mutual Economic Assistance 
(CMEA). Other than the Soviet Union, the found- 
ing members included Bulgaria, Czechoslovakia, 
Hungary, Poland, and Romania. Albania and, 
once formed, the German Democratic Republic, 
or East Germany, soon joined the group. CMEA 
expanded its membership to include Mongolia 
(1962), Cuba (1972), and Vietnam (1978). More- 
over, many countries ranging from Ethiopia to the 
People’s Republic of China became nonvoting 
participants or observers. Despite the eventual 
multicontinental flavor of the organization, 
CMEA remained primarily an economic bloc for 
East European countries. 

Contemporary publicity about the group sug- 
gested that CMEA emerged naturally as a type of 
common market to facilitate the coordination of 
multilateral, interbloc trade among the planned 
economies of the region. In reality, it was formed 
for political reasons among which must be counted 
its tasks in maintaining the Soviet Union’s em- 
bargo against Yugoslavia after the latter’s expul- 
sion from the Communist Information Bureau 
(Cominform) in June 1948 and in serving as an 
East European alternative to the Marshall Plan’s 
Organization for European Economy Cooperation 
(later known as the Organization for Economic 
Cooperation and Development). 

When the Soviet bloc collapsed in 1989, the 
organization had little to sustain it. By 1990, the 
East Europeans measured their commerce in dol- 
lars, not transferable rubles, and they exchanged 
goods on the basis of world prices. Thus, CMEA‘s 
dissolution on June 28, 1991, proved a mere for- 
mality. Before this, the bulk of East European trade 
was bilateral rather than multilateral in nature. 
In fact, East European countries actually retained 
more economic autonomy within CMEA than did 
member-nations of the European Community 
(after 1991, the European Union). 

CMEA’s deficiencies as a viable economic 
grouping appeared right from the start. Quarterly 
sessions of the governing council ceased from 
November 25, 1950, to March 26, 1954. Had CMEA 
met genuine economic needs in the region, this 
hiatus would have been unthinkable. The coun- 
cil stopped meeting, in part, because members 
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could not agree on how to organize commercial 
relations within the framework of multiple 
planned economies. Coupled with this problem 
was the fact that Joseph Stalin, the Soviet leader, 
could not decide on an economic policy for East- 
ern Europe. Finally, the Korean War (1950-1953) 
forced the Soviet bloc to devote its energies to 
nurturing traditional industries, especially arma- 
ments, rather than fashioning a multinational 
socialist economy. Stalin’s successors revived 
CMEA, but it never lived up to its initial publicity 
and mission statement of January 1949. 


James K. Libbey 


See also: Cold War; Comintern; Containment; European 
Union; Marshall Plan; Soviet Union. 
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COWRIES 


A Hindi word used for the shells of at least 
three distinct species of mollusks from the 
Cypraea genus (Cypraea moneta, Cypraea 
annulus, and Cypraea tigris). 


In Southeast Asia, the Malay word “kavati” is a 
synonym for the word “cowrie.” In Africa and Asia, 
the shells have been widely used as currency, or- 
naments, or accessories of fortune-telling and cer- 
tain rituals. The gastropods from which the 
cowries come live in the shallow and warm coastal 
waters of the Indian and southern Atlantic Ocean, 
the main procuring regions being the Maldives, 
the area around Zanzibar on the east coast of Af- 
rica, and the Luanda Islands in the Congo. The 
moneta shell, the most widespread, is the smallest 
and has a white color, while annulus, a less-valued 
type from Zanzibar, is the largest and has a bluish 
gray color with yellow rings. The tigris shells usu- 
ally had ornamental functions only. 


In East Africa, cowries are commonly found 
in graves that date as far back as the Iron Age. 
Besides using a cowry currency in their external 
trade, ancient Egyptians considered it a fertility 
talisman and placed large numbers in the cham- 
bers of pyramids. Like other important resources, 
the appearance of cowries has sometimes been 
attributed to divine qualities of revered ances- 
tors or founders of royal dynasties, as in the case 
of Agwa Gede of Dahomey, who is reputed to 
have summoned cowries from the ground, along 
with a performance of rainmaking in a contest 
of magic and social innovations with the rival 
Huegbaja. 

As a currency, distinct from mere exchange 
commodities, cowry shells could be the prescribed 
form of specific payments, such as taxes, trading 
right revenue, or bride price, and made a conve- 
nient medium for everyday small purchases 
when their value was low. Despite common use 
over extensive areas as opposed to more localized 
precolonial iron and textile currencies, it has, how- 
ever, never really played an integrative role 
among economic systems and did not have a 
regulatory role in foreign trade. The advantages 
of the medium included straightforward quanti- 
fication by counting pieces, as opposed to the 
need for standard weight systems with gold, and 
it was impossible to counterfeit. A further, politi- 
cal consideration for its use was that the bulk of a 
large amount of cowries could not pass unnoticed, 
thus checking evasion of duties, illegitimate mass- 
ing of resources, or corruption. 

The shells that circulated in the western 
Sudan mostly originated from the Maldives and 
reached the region through Berber middlemen. 
This overland route probably dates back to the 
eleventh century, when it became the accepted 
medium in the buying and selling of slaves. The 
Portuguese introduction of cowries to the coastal 
trading towns and through them to the forest belt 
kingdoms goes back to the early sixteenth cen- 
tury. At the most conveniently located Congo 
sources, cowry collection was often the exclusive 
task of female divers, and the paramount chiefs 
had a monopoly over their trade. The annulus 
cowries from Zanzibar were not carried on a large 
scale until the early nineteenth century, when 
they were loaded into ships as ballast by the mil- 
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lions. It is indicative of the volume of this trade 
that the Niger expedition of 1841 took on board 
583 bags, or about 7 tons (6.5 million pieces) at 
Cape Coast Castle for later barter. The traffic fi- 
nally came to an end as a result of inflation, intro- 
duction of European and American money, and 
the gradual abolition of indigenous systems of 
currency with the advance of colonial empires. 

Over the centuries, counting cowries even 
became a distinct profession. Cowries have been 
commonly counted in standard measures of 
strings, heads, and bags in West Africa. In Lagos, 
a string was composed of forty shells, fifty strings 
made up a head, and ten heads of cowries 
amounted to a bag. They could use the same 
units in different contexts as well, for example 
to denote the number of soldiers in a military 
unit, or animals in a herd. Instead of decimal 
counting, units were composed of groups of 6 
or 8 cowries in Africa, with the total sum being 
somewhat lower in fact (e.g., 100 composed of 
10 groups of 8 cowries). This systematic differ- 
ence, with a regional variation, was supposed to 
ensure a profit for middlemen, on the one hand, 
and ultimately level out price differences be- 
tween areas supplying different commodities in 
east-west and north-south networks, on the 
other. 


Gabor Berczeli 


See also: European-African Trade. 
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CRETE 
An island in the eastern Mediterranean Sea. 
Crete is a large island of 3,190 square miles. 


Streams, springs, fertile soil, and the sea support 
human habitation and agriculture. Humans have 
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lived on Crete for thousands of years. The earli- 
est settlements date back to around 7000 B.c.z. 
Over the next 4,000 years, immigrants, invaders, 
and settlers from Egypt, Libya, Asia Minor (the 
Anatolians), the Levant, the Aegean islands, and 
mainland Greece fused with the native Neolithic, 
or Eteocretan, population. This created a distinct 
civilization around 3000 B.c.£. From 3000 to 1100 
B.C.E., Crete’s civilization lived in a golden age of 
prosperity and cultural achievement. During this 
time, Crete supported a population of around 
1 million, twice that of present-day Crete. 

The British archaeologist Sir Arthur Evans 
named this civilization Minoan, after the mythi- 
cal figure King Minos. The contemporary name 
used by the Minoans is unknown. However, 
Egyptians used the word “Kaftiou” from the 
Semitic word “Caphtor” to refer to Crete, so these 
terms may have reflected a similar sounding na- 
tive Minoan word. From 3000 to 2000 B.c.£., 
Minoan civilization gradually coalesced into a 
cohesive, islandwide political unit. After 2000 
B.C.E., several palaces were built on Crete, al- 
though the principal one was the palace at 
Knossos. The maze-like structure of this building 
may have inspired the myth of the labyrinth- 
dwelling minotaur. A king ruled with a council 
of nobles over a population that included shep- 
herds, farmers, warriors, slaves, scribes, priest- 
esses, engineers, and craftsmen. The sea afforded 
a degree of protection that allowed Crete many 
years of freedom from invasion. 

Crete’s position between North Africa, the 
Middle East, Asia Minor, and southern Europe 
allowed seagoing Minoans to market their goods, 
obtain many different kinds of trade items in re- 
turn, and enjoy cultural contacts from a variety 
of civilizations. Crete’s intimate association with 
the sea fostered a native tradition of seafaring, 
combined with the naval expertise of immigrant 
groups that arrived by sail. This allowed Minoans 
to exploit the island’s pine, oak, and cypress tim- 
ber for ship construction. Years of accumulated 
experience at sea allowed navigation. Minoan 
ships regularly traveled to Syria, Egypt, Lebanon, 
Asia Minor, mainland Greece, and the various is- 
lands of the Aegean. 

Crete itself was the source of many trade 
goods, including agricultural surplus, textiles, and 


manufactured goods such as pottery and jewelry. 
Minoan farming included olive oil, wine, nuts, 
vegetables, and barley. Flax cultivation produced 
linen. Flocks of sheep yielded milk, cheese, meat, 
and wool. Knowledge of metalworking can be 
traced to the practices of the ancient Anatolians, 
who were one of the groups that settled on Crete. 
Minoan craftsmen were unusually skilled and pro- 
duced fine jewelry. In addition, Minoan pottery 
(at its early stage showing an ancient Egyptian in- 
fluence) was unusually well designed and beauti- 
ful and therefore a valuable export item. Minoan 
pottery is commonly found in Egypt, Syria, the 
Aegean islands, and the Greek mainland. 


MINOAN-EGYPTIAN TRADE 


Detailed records have not been kept, but Minoans 
probably traded agricultural products (such as 
olive oil and wine), pottery, textiles, and fine jew- 
elry with their Mediterranean neighbors. Egypt 
was a source of gold, ivory, and curiosities such 
as monkeys and ostrich plumes. The Aegean is- 
land of Melos produced obsidian. Although Crete 
contained some metals such as copper, trade with 
ore-rich Asia Minor obtained copper for use in 
the Minoan metalwork shops. The Minoans also 
traded for, though indirectly, amber from north- 
ern Europe and copper from the present-day 
Czech Republic. 

The contact between the Minoans and Egyp- 
tians had a profound influence on the develop- 
ment of Western civilization. The volume of 
Egyptian-Minoan trade was such that Minoan 
traders, in unmistakable Minoan dress, are de- 
picted on the walls of fifteenth-century B.c.£. Egyp- 
tian officials’ tombs. Pharaohs’ tombs contained 
amber from northern Europe, which probably ar- 
rived in Egypt through Minoan intermediaries. 
Minoan ships returned to Crete with knowledge 
of hieroglyphics, religious and philosophical ideas, 
and advanced Egyptian mathematics. Egyptian 
statues and painting also influenced Minoan art. 
The Egyptian influence on Minoan statuary passed 
into the larger Greek civilization and is evident 
in the later famous archaic Greek kouros statues 
(c. 500 B.c.£.). Minoan wall frescoes show a stylistic 
Egyptian influence melded with native Minoan 
techniques. 


Minoan civilization suffered three episodes of 
catastrophe that resulted in the destruction of its 
palaces. The first came in 1700 B.c.£., when earth- 
quakes leveled the principal palaces of Crete. 
These were rebuilt, but were destroyed again 
when the nearby active volcanic island of Thera 
erupted around 1450 B.c.z. The massive explosion 
triggered tidal waves and earthquakes, as well as 
depositing a deep layer of ash on Crete. Although 
preliminary indications of the coming disaster 
probably afforded many people a chance to flee, 
Minoan coastal settlements were destroyed and 
their crops were severely damaged. 

The third disaster occurred about 1400 B.c.£., 
and its exact nature is unknown. Whether another 
earthquake struck, there was an internal rebel- 
lion, or Mycenaeans (mainland Greeks) invaded 
Crete, the palace at Knossos was destroyed yet 
again. Minoan civilization recovered, but there 
was a new Mycenaean element, perhaps reflect- 
ing an invasion by these previous vassals of the 
Minoans. This was the beginning of Crete’s 
greater involvement with the Greek world—and 
this inclusion was the conduit for Egyptian and 
various other Mediterranean cultural influences, 
though modified by the Minoans, to enter the 
heritage of Western civilization. 

Minoan-Mycenaean civilization continued to 
thrive during this late stage of Minoan civiliza- 
tion (1400-1100 B.c.£.). By 1100 B.c.£., Doric Greeks 
conquered the Greek mainland and, eventually, 
the islands of the Aegean, including Crete. Crete 
and the Minoans had lived their historical mo- 
ment, although the legacy the Minoans be- 
queathed to the Western world is artistically and 
culturally rich. Crete was never again to exist as 
an independent country. It became a political unit 
of many successive empires: the ancient Greek, 
Roman, Arab, Byzantine, Ottoman, Venetian, and 
finally Greece again in the modern era. 


Charles Allan 


See also: Greek City-States. 
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CRIMEAN WAR (1854-1856) 


A war waged by Britain, France, Sardinia, and 
Turkey against Russia and fought mainly in the 
Crimea that seriously weakened both Austria 
and Russia, the two powers most desirous of 
preserving the peace settlement of 1815. 


Crimea, a Russian peninsula on the north shore 
of the Black Sea, became the focal point of a con- 
flict that helped make possible the success of the 
European national movements. The war, though 
seemingly remote and unconnected, remains 
important for anumber of reasons: (1) it provided 
a forum for presenting Italian grievances at war’s 
conclusion; (2) it became the first war covered by 
newspaper correspondents; (3) it witnessed the 
heroic role of women in war, led by Florence 
Nightingale, as army nurses; and (4) for the first 
time in centuries Britain and France fought on the 
same side because of a mutual concern of inter- 
ests in the eastern Mediterranean being threat- 
ened by Russia. 

In 1853, Russian tsar Nicholas I made de- 
mands on the decaying Ottoman empire, which 
he described as “the Sick Man of Europe,” claim- 
ing that the Orthodox Church in the Ottoman 
empire needed to be placed under Russian pro- 
tection. Nicholas moved military forces into the 
two Danubian principalities of Wallachia and 
Moldavia. Britain, which had been no party to 
the original dispute concerning the Holy Places, 
was drawn into the fray as a result of Turkish fears. 
The French also “claimed a certain protective ju- 
risdiction” over the Christians in the Holy Land. 

An important cause of the war involved the 
actions of Napoléon III. The new French emperor 
had recently overthrown the Second French Re- 
public and he “welcomed the chance of distract- 
ing his people’s attention from domestic 
politics.” In addition, the tsar’s dislike for 
Napoléon III, the fact that for hundreds of years 
the French had been “the principal Western 
people in the Near East” and that they “had of- 
ten furnished money and advisers to the Sul- 
tan,” France’s huge volume of trade conducted 
in the Near East, its staffing and financing of 
Christian missions, and talk of building a Suez 
canal made it all the more likely that the French 


CRIMEAN WAR (1854-1856) 


a ~ 
ee = 
aD as 


Fought in part to open up trade in the Russian-dominated Black Sea region, the 1850s’-era war pitted a victorious France and Britain 
against Moscow. Shown here is the fall of Russia’s key Black Sea port of Sebastopol. (Library of Congress) 


would encourage the Turkish government to 
resist Russian claims to protect Orthodox Chris- 
tians within Turkey. 

On November 30, 1853, the Russians initiated 
military contact by sinking a Turkish squadron in 
the Black Sea port of Sinope. Napoléon III then 
sent a letter to the tsar, demanding that he with- 
draw his troops from the principalities. The tsar 
refused and the Western powers declared war on 
March 28, 1854. Great Britain’s policy focused on 
defending Turkey and the Near East from Russian 
advances. Its prime concern involved protecting 
trade routes to India and the Far East. The small 
mountain kingdom of Sardinia, which entered the 
contest “solely for the purpose of raising the Ital- 
ian question at the peace conference,” sided with 
Britain and France. Austria, desirous of protecting 
its own empire, declared neutrality, but quickly 
occupied Wallachia and Moldavia with almost no 
resistance from the fleeing Russian forces. Austria 
also did not want to see Russia control the Balkans 


and Constantinople, or allow France and Britain 
“to master the situation alone.” 

During the course of fighting, the British fleet 
blockaded Russia in the Baltic and Black Seas. 
French and British armies invaded Russia, land- 
ing their forces in the Crimean Peninsula. The 
bulk of the fighting took place there. One of the 
most memorable engagements of the war took 
place on October 25, 1854, when, “during an at- 
tack by the Russian general Prince Menshikov on 
the British base at Balaklava, the Light Brigade 
won undying fame for its valiant but suicidal 
charge through North Valley.” This heroic action 
has been forever immortalized in Lord Tennyson’s 
poem, “The Charge of the Light Brigade.” In 
November 1854, the allies, principally the British 
and French, settled down to a winter siege of 
Sevastopol. The British suffered terribly in the 
trenches. Medicine remained in short supply. 
Many ships carrying clothing, stores, and muni- 
tions were wrecked by winter storms. However, 


the arrival of Nightingale and her nurses allevi- 
ated some of the pain suffered by the sick and 
wounded soldiers. 

The death of Tsar Nicholas, who was suc- 
ceeded by his more pacific son Alexander II, the 
defeat at the Battle of the Chernaya River in Au- 
gust, and the French capture of the most impor- 
tant redoubt of Malakhov led to the Russian 
surrender of Sevastopol on September 8, 1855. 
Napoléon III, who was growing tired of the war, 
and the new Russian leader both pursued peace. 


LEGACY OF THE WAR 


On March 30, 1856, the Treaty of Paris was con- 
summated. The participants included France, Brit- 
ain, Sardinia, Turkey, Russia, and neutral Austria. 
The principal terms of the settlement involved 
territorial integrity and open trade. Russia ceded 
the left bank of the mouth of the Danube to 
Moldavia and surrendered its claim to protecting 
Christians in the Ottoman empire. Wallachia and 
Moldavia (united as Romania in 1858), with 
Serbia, were recognized as self-governing princi- 
palities. Russia agreed not to maintain warships 
on the Black Sea. The sultan promised his Chris- 
tian subjects equality before the law in exchange 
for guarantees that no foreign power would in- 
terfere in the internal affairs of the Ottoman em- 
pire. Most important, the Danube River became 
an international river open to commercial ship- 
ping of all nations. The Treaty of Paris “was acom- 
plete diplomatic success for the Allies.” The British 
belief that “free ships make free goods” prevailed. 
The notion of freedom of the seas and the rights 
of neutrals to trade in wartime became interna- 
tional law. Commercial prosperity and free trade 
reigned as a result of the Crimean War. 


Charles FE. Howlett 


See also: Black Sea; British Empire; French Empire; Ottomans. 
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CROP ROTATION 


A farming practice that protects the soil’s fer- 
tility. 


In the era of Christopher Columbus, European ag- 
riculture followed a conservative pattern with fields 
arranged in long strips, often planted ina three-field 
system with one-third of the land left fallow (idle) 
while in the remaining two-thirds, half was planted 
in small grains and the other half in hay, turnips, or 
other fodder crops for animals. The fact that a third 
was left uncultivated limited production yet ensured 
some continued soil fertility. Sometimes, an inter- 
cropping system such as rye with clover or oats with 
peas occupied a few small plots, but mostly fields 
were planted in one, monoculture crop. 

In the 1600s, crops from the Americas such as 
beans and potatoes were introduced. These new 
crops were important because they restored the 
soil by adding nitrogen, which was used up by 
the nitrogen-depleting crops such as small grains. 
The European village system of agriculture could 
then advance to rather complicated patterns of 
crop rotation, sometimes even six or seven field 
patterns, which improved productivity, increased 
populations and added commercial trade poten- 
tial. Self-sufficiency led to more trade of such crops 
as rye for bread, oats and barley for beer, and 
wheat for more urban consumers. Some of these 
early rotation patterns helped improve soil fertil- 
ity, and adding manure also helped increase soil 
productivity. 

By the 1800s, a formal rotation pattern termed 
the Norfolk rotation had spread through England 
as a result of this agricultural revolution. This in- 
volved a four-year rotation in fields: first year, 
wheat; second year, root crop; third year, barley; 
and fourth year, cover crops such as rye or clover. 
Land did not need to be left fallow any longer, thus 
increasing production and trade. This system also 
increased available fodder to further develop a sci- 
entific livestock industry and market. 


250 CROP ROTATION 


Crop rotation—or the switching of crops to enhance soil fertility—-was discovered by peoples around the world at various points in history. 
Europe’s discovery of the process in the Middle Ages led to a growth in population and trade. Shown here is a farmer in lowa practicing crop 
rotation: one field remains fallow while the others are planted with corn, which takes nutrients from the soil, and alfalfa, which replenishes it. 
(Library of Congress) 


In the beginning years of the United States, 
however, farmers displayed little desire to imple- 
ment crop rotation patterns as lands seemed readily 
abundant. Viewing land as an expendable com- 
modity, American farmers were usually wasteful 
of soil resources, often producing solely for a com- 
mercial market and moving on to new pieces of 
ground. This extensive capitalist system contrasted 
directly with and later completely dominated the 
meticulous garden agricultural patterns of Native 
Americans and Africans in the American states. 

By the 1840s, good tobacco land was becoming 
scarce in Virginia and Maryland. Overproduction 
of a commercially successful but soil-exhausting 
crop had brought depressed market prices and then 
later declining yields and economic distress. ‘To en- 
sure their continued economic success, some farm- 


ers proposed new crop rotations such as grains and 
clovers and amending the soil by adding lime and 
guano fertilizer. 

Newly developed frontiers also called for new 
patterns of crop rotation. When the Great Plains 
region experienced a severe drought in 1887, 
many farmers needed and demanded a new ap- 
proach to this volatile land. They planted more 
wheat rather than corn and added the drought- 
resistant grain sorghum as well as often letting 
one-third lay fallow to replenish moisture. 

This same Great Plains region, an over- 
cropped region that had produced wheat for the 
World War I world market, had become the Dust 
Bowl of the mid-1930s. Overproduction of one 
crop had severely threatened the soil and its pres- 
ervation, so farmers planted land cover for some 


desperate fields and left sorghum and wheat 
stubble standing in place to reduce wind erosion. 
At times, crop rotation had become necessary not 
so much to develop commercial markets but to 
maintain the very resource of land. 


Lisa Ossian 


See also: Agriculture; Tobacco; World War I. 
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CROSS-STAFF 
A navigational instrument. 


During the age of discovery, mariners were armed 
with few reliable navigational instruments. Of 
utmost importance was the cross-staff. Taking its 
name from its shape, the cross-staff consisted of 
movable wooden crossed pieces, one longer than 
the other, wherein a sighting of the sun or pole- 
star was taken to measure the meridian altitude 
of the sun or a star to determine latitude. Known 
in principle to both ancient Chaldeans (400 B.c.£.) 
and to medieval astronomers for determining lati- 
tude, the cross-staff was first recommended for 
use at sea by Johannes Werner in 1514. Undoubt- 
edly, without the cross-staff, the globe could not 
have been encompassed by the sixteenth century. 

The origins of the cross-staff are shrouded in 
history. However, its genesis and evolution at sea 
are not. Arab sailors are known to have used a 
similar instrument, known as the kamal, well be- 
fore the sixteenth century. Knots in a piece of 
string, instead of a staff, designated the polestar’s 
latitude of the intended ports of call. An Arab 
pilot’s use of a kamal on Vasco da Gama’s 1498 
voyage is the first recorded introduction of its use 
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to European sailors. Conceivably, the kamal may 
have influenced Portuguese mariners during their 
fifteenth-century voyages down and around the 
African coast. The cross-staff, however, was a di- 
rect descendant of the astronomical cross-staff, 
though its use at sea may have been prompted 
by reports of the kamal. 

The cross-staff’s manufacture was first pub- 
lished in Martin Cortes’s Arte de Navegar (1551) 
and translated into English in Richard Eden’s Arte 
of Navigation (1561). For convenience, the sea 
cross-staff was shorter than its relative, consist- 
ing of a piece of wood approximately thirty-six 
inches long and eventually with four variably 
sized crosspieces. Originally, there was only one 
crosspiece, though by 1581 it was common prac- 
tice to have three different crosses to differenti- 
ate the latitudes 15°, 30°, and 60°. The 10° piece 
became commonplace sometime during the early 
seventeenth century. In effect, by aligning the 
appropriate crosspiece of one’s approximate 
known latitude along the shaft to the horizon and 
either the sun or polestar from one’s eye, the cur- 
rent latitude could be determined. The danger of 
using the sun for observation was noted and it 
was avoided through the use of smoked glass as 
described by William Bourne in 1574. (The vari- 
ous editions of Mariner’s Compass Rectified [1633], 
written by Andrew Wakely and revised by James 
Atkinson [1694], offer an excellent contemporary 
account of the cross-staff and how to use it.) 

The cross-staff, however, was an awkward in- 
strument because of its size and was unable to 
provide accurate observations because of its crude 
construction and operation. It was known that 
the distance one held it from one’s eye incurred 
inaccuracies, as it could not account for the dis- 
crepancies of the human form. Yet, the simplicity 
of its use ensured that the cross-staff remained 
viable even into the early nineteenth century de- 
spite more accurate instrumentation. 

In 1595 John Davis created the cross-staff’s 
successor and the first truly nautical instrument, 
the back staff. Initially consisting of a shaft with a 
vane secured at the end and a sliding vertical arm, 
the back staff, so-named since the observer’s back 
faced the object being viewed, represented a great 
advance in measuring latitude. The back staff was 
used like its predecessor, except that its arms were 
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first positioned at preselected places on the shaft 
and, with fine-tuning made possible, the eyepiece 
could be moved on the lower arm so as to cast a 
shadow over the vane. It must be noted, how- 
ever, that there were two variants of the back staff 
that became commonplace: the Davis Quadrant, 
with two sliding arms, and the English Quadrant, 
with a sliding arm and vane. By refining the cross- 
staff, John Davis helped create an instrument that 
was much more accurate as it minimized the ir- 
regularities of holding the cross-staff to one’s eye. 
The back staff continued to be used until the end 
of the eighteenth century, like the cross-staff, be- 
cause of its simplicity. However, with the creation 
of the Hadley Quadrant in 1734, the basis of most 
marine instruments since, determining meridian 
altitudes was revolutionized and its subsequent 
alterations guaranteed its supremacy. 

The cross-staff, and its cousin the back staff, 
allowed mariners from the sixteenth and seven- 
teenth centuries to navigate the globe. This in- 
strument of antiquity, modified for the sea and 
continually refined, armed mariners with the 
means to provide merchants, ministers, and mon- 
archs the opportunity to achieve their aspirations 
by being able to navigate the oceans and seas of 
the world more safely. 


Alistair Maeer 
See also: Navigation; Quadrant. 
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CRUSADES 


A series of Christian campaigns from Europe 
to the Holy Land lasting from 1096 to around 
1270, also known as Holy Wars. 


The Crusades were the largest military undertak- 
ing up to the time, involving an estimated 150,000 
to 600,000 crusaders distinguished by the bright 
red crosses displayed on their garments, flags, and 
armor. The Crusades were the climax of the 


Middle Ages when feudalism, with its values of 
landownership and military strength, dominated 
Europe. The Crusades also demonstrated the 
dominance of the Roman Catholic Church, a 
wealthy and powerful institution during this time 
when Europeans saw God’s will in every event. 
The church was a great landholder, and the pope 
was the most influential leader throughout Eu- 
rope. The Crusades began as a way for the church 
to achieve both spiritual and practical objectives. 

The church sought to reduce feudal land wars 
between European lords. In 1054, the Great 
Schism between the Eastern (Byzantine) Ortho- 
dox and Roman Catholic Churches had divided 
Eastern and Western Christianity. In 1071, the 
Muslim Seljuk Turks had captured Jerusalem from 
the Egyptians and had also captured most of Asia 
Minor from the Eastern Christian empire of 
Byzantium. The Byzantine emperor appealed to 
the pope for military aid. The pope had a vision 
of a renewed Holy Roman empire reuniting East 
and West with the Roman Catholic Church at its 
head. The Holy Land was also spiritually impor- 
tant because of the number of Western Christians 
who took pilgrimages to shrines in the area for 
religious benefit. Many viewed the crusaders as 
armed pilgrims. The Crusades also followed the 
social ideals of faith, pride, honor, and chivalry. 
The Crusades clearly fit within the preexisting 
political, religious, economic, and social frame- 
work of eleventh-century Europe. 

Pope Urban II called for crusaders in a dramatic 
speech at the Council of Clermont, which gained 
the support of French nobles and serfs chanting, 
“God wills it.” He also used letters, emissaries, and 
other councils to spread his message, although not 
everyone responded favorably or rushed to join. 
Most Western Christians never became crusaders. 
The crusading armies were to rendezvous in 
Constantinople after departing from different 
places in Europe in August 1096. People joined the 
Crusades for a variety of reasons. The church prom- 
ised to protect the crusaders’ fiefs and personal 
goods, free crusading serfs, excuse crusading vil- 
lagers from taxes, absolve crusaders of their debt- 
ors, and free any criminals who joined. Younger 
sons of noblemen hoped to gain land, and all cru- 
saders sought the church’s promise of salvation. 
Many crusaders also shared the common belief that 
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Shown here is English king and crusader Richard I’s surrender to Muslim military head Saladin after the Battle of Hattin (in modern-day 
Israel) in 1187. The Crusades—the centuries-long effort by European Christians to conquer the Holy Land from the Muslims—introduced 
many Europeans to new spices and other commodities from the East, helping to spur Eurasian trade. 

(The Art Archive/National Museum Damascus Syria/Dagli Orti) 


Islam was a violent, intolerant religion. Idealism, 
adventurism, conquest, and the desire for personal 
gain were all strong motivations. These character- 
istics of the Crusades meant that they were often 
not coherent or cohesive movements. The French 
dominated the First Crusade, which consisted of 
two separate movements, the Paupers’ Crusade 
and the Barons’ Crusade. 


FIRST CRUSADE 


The Paupers’ Crusade, the largest and least effec- 
tive, consisted of peasants seeking relief from fam- 
ine, disease, and poverty at a time of agricultural 
depression. In 1094, one year before the pope is- 
sued his call for the Crusades, a preacher named 


Peter the Hermit gathered over 40,000 French and 
German crusaders, most of which were untrained 
and unarmed. He persuaded the poor to join him 
in freeing Jerusalem from the infidels (Muslims) 
and claimed he had a document written by Jesus 
demanding that Europeans do so. It was disorga- 
nized, often violent, and ended with most of them 
being killed by the Muslims before reaching Jerusa- 
lem. The Barons’ Crusade was more organized by 
the nobility of Europe and was successful. 

The Barons’ Crusade consisted of about 20,000 
knights plus servants, archers, and foot soldiers 
with assorted weapons. These knights were di- 
vided into four armies who planned to merge in 
Constantinople. Leaders included Count Ray- 
mond of Toulouse, Godfrey of Bouillon, his 
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younger brother Baldwin, and the Norman Lord 
Bohemund of Taranto. These knights joined the 
First Crusade at enormous personal cost and risk. 
Byzantine emperor Alexius worried about the bar- 
ons’ motivation and demanded that they swear 
allegiance to him as head of all conquered lands. 

Their first target was Nicaea, which they suc- 
cessfully seized in May 1097 while most of the 
Turkish troops were away defending Armenia. 
The crusaders then fought the Turks in a bloody 
battle at the city of Dorylaeum in central Turkey. 
The crusaders were slower but more heavily ar- 
mored and were able to defeat the great Turkish 
ruler in Asia Minor and gain his riches. A myth of 
their invincibility quickly spread, and the crusad- 
ers found little resistance and many Christian 
supporters in other Turkish cities. The crusaders 
suffered, however, because of the hot, arid con- 
ditions and the water wells poisoned by the re- 
treating Turks. Many crusaders died or turned 
back as rivalries for land and quarrels over strat- 
egy divided their leaders. 

In October 1097, the crusaders laid siege to 
Antioch, a vast, heavily fortified city, but again 
encountered problems. The besieged Turks were 
able to get food and supplies through the sur- 
rounding mountains, while the crusaders suf- 
fered from starvation, disease, and harsh winter 
weather. Their strength was reduced when the 
Byzantines returned to Constantinople. When 
spring arrived, they were encouraged by the ar- 
rival of Italian supply ships. Antioch was taken 
by the crusaders on June 3 and the Turkish army 
from Mosul attacked on June 28. Antioch should 
have been able to defend itself, but a former Chris- 
tian guard opened the gates of the city for the 
crusaders. At this time, peasant soldier Peter 
Bartholomew dreamed of the location of the Holy 
Lance that had pierced Jesus’ side: under the 
Church of Saint Peter in Antioch. The discovery 
of a rusty spear was seen as a sign of God’s for- 
giveness and victory if they repented their wick- 
edness. The barons then went on the offensive 
and forced the Turks to retreat. 

Count Raymond led the crusaders from 
Antioch to Jerusalem, capturing a number of 
towns and cities along the way. In June 1099, the 
crusaders reached Jerusalem. The city was heavily 
fortified, and its residents had gathered stores, 


poisoned wells, and expelled Christians in prepa- 
ration for the crusaders’ arrival. The crusaders 
attacked but were repelled, so they were forced 
to lay siege in the hot, dry conditions. Their low 
morale was again lifted by the arrival of Italian 
supply ships and by the priest Peter Desiderius, 
who had a vision promising victory if they sacri- 
ficed their personal ambitions. In mass hysteria, 
the crusaders attacked and broke through the 
city’s defenses and slaughtered all the Muslims 
and Jews who occupied the city. The First Cru- 
sade was successful after three years, and its vet- 
erans were viewed as heroes who had served their 
leaders and would now gain their rewards. Those 
who deserted were villianized. The victors began 
to establish crusader states, that is, small outposts 
that were run like feudal kingdoms. 

The barons who led the crusaders chose 
Godfrey of Bouillon as king of Jerusalem, or de- 
fender of the Holy Sepulcher. Each baron swore 
a loyalty oath. Some barons returned home, while 
others claimed other cities or regions. Godfrey and 
his successors stressed diplomatic relations, mak- 
ing peace with Egypt and with neighboring bar- 
ons and establishing trade with Italian cities. They 
expanded their holdings and established forts that 
controlled traffic on trade routes and exacted tolls. 
The barons maintained control in part because of 
the new Orders of Knights, which were created 
as a direct result of the First Crusade: the Order 
of the Hospital of Saint John of Jerusalem (the 
Hospitalers) and the Knights of the Temple of 
Solomon (the Templars). The Latin kingdoms 
were constantly plagued by land wars among the 
crusading barons and by their lack of the peasant 
labor needed to recreate the feudal system. They 
lost their military advantages as the Muslims be- 
gan to reunite under the Sultan Zengi and ex- 
ploited the fact that the crusaders were unable to 
fight in hot armor for long periods of time. 
Baldwin III began urging the pope to call a new 
crusade. 


SECOND CRUSADE 


Pope Eugenius III and King Louis VII of France 
called for the Second Crusade. Bernard of 
Clairvaux became a powerful recruiter and the 
Second Crusade’s leader. Bernard recruited the 


German emperor Conrad and many German 
nobles. Conrad divided his army while marching 
from Constantinople to Nicaea and the Turks were 
able to surprise and rout the crusaders. When 
Conrad fell ill and returned to Constantinople, 
Louis could not control the army. The crusaders 
once again faced starvation, raiders, and desertion. 
In 1148, Louis, Conrad, Baldwin III (the boy king 
of Jerusalem), and his regent mother decided to 
attack Damascus, the last attempt the Latin king- 
dom would make to capture this area. They were 
initially successful, but conditions soon forced them 
to return to Jerusalem in defeat, marking the end 
of the Second Crusade. The Second Crusade’s fail- 
ure weakened the Roman Catholic Church’s in- 
fluence and lessened the Crusades’ appeal. 

Western Christians were less supportive, and 
Baldwin struggled to keep the remaining areas 
of the Latin kingdom intact. Baldwin successfully 
conquered Ashkelon, which was the last great 
Christian victory in the Holy Land. Baldwin died 
after establishing an uneasy truce with the Mus- 
lim ruler Nurredin and his son and successor 
Saladin, who began unifying the Muslim world 
in 1183. Reynald, the untrustworthy ruler of 
Antioch, broke the truce later that year, leading 
to the Battle of Krak des Chevaliers, where Saladin 
was driven back and agreed to a new truce. In 
1187, Reynald once again broke the truce and 
Saladin began a jihad (holy war) to recover Jerusa- 
lem from the Christians. The barons marched 
from Jerusalem but suffered from heat and thirst 
in the hills of Galilee as Saladin’s army sur- 
rounded them. Most of the barons’ army was 
destroyed in the Battle of Hattin and Jerusalem 
fell after a short siege. These defeats effectively 
ended Christian rule in the Middle East. 


THIRD CRUSADE 


The church stated that the Christians’ sins had 
cost Jerusalem and Pope Clement III promised to 
dissolve the debts of fighters who joined the Third 
Crusade. King Philip Augustus of France, King 
Henry II of England, and Emperor Frederick 
Barbarossa of Germany led the crusade and forced 
nonfighters to pay a tithe. Frederick set out alone 
and entered the Holy Land but drowned cross- 
ing a river. Most of his followers returned home 
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or were captured by the Turks. Henry and Philip 
took over leadership. In 1191, they laid siege to 
Acre and were later joined by Richard the Lion 
Heart, who succeeded Henry to the English 
throne. Philip left after the siege but Richard re- 
mained, recapturing a few towns as well as sev- 
eral castles and a large Muslim caravan. Jerusalem 
was too fortified to attack, but Richard negotiated 
Christian access to the city, as well as to Bethlehem 
and Nazareth. Richard was famed for his valor, 
and he and the great Muslim leader Saladin ad- 
mired each other. Richard later negotiated a peace 
treaty ending the Third Crusade when he learned 
of trouble at home. The crusade was not just a 
military and political failure, it also began foster- 
ing religious doubts about the crusading ideal. 


FOURTH CRUSADE 


Growing disillusionment and criticism marked 
the last series of smaller crusades. The Fourth 
Crusade, organized by Pope Innocent III and led 
by French lords, was hampered by a European 
political climate dominated by the intermittent 
war between England and France. Innocent III 
hoped to stabilize the conflict by means of unit- 
ing once again against the infidel, or nonbeliever 
of Christianity, but he had minimal influence over 
the crusade in the increasingly secular age. 

The crusaders sought to regain Jerusalem, but 
they also agreed to attack several smaller ports 
and trade cities along the route to please their fi- 
nancial backers from Venice, Italy. The practical 
need for transportation, rather than the pope’s 
influence, led to the alliance with the Venetians. 
The crusaders further angered the pope by aim- 
ing for Constantinople rather than for Jerusalem 
after promising the emperor Alexius aid in his 
struggle to control the city. In exchange, Alexius 
promised the crusaders money, submission of the 
Greek Orthodox Church to Rome, and an army 
of 10,000 to accompany them to Jerusalem. The 
crusaders were expelled, however, when the citi- 
zens of Constantinople discovered Alexius’s 
promises. The crusaders returned to sack the city 
and the Byzantine empire crumbled. These events 
drove a wedge between the Eastern Orthodox 
and Roman Catholic Churches, resulting in last- 
ing hatred and mistrust. 
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REMAINING CRUSADES 


The Fifth Crusade, led by Duke Leopold of Aus- 
tria and King Andrew of Hungary, achieved little 
as the Christians and the Muslims were at peace. 
The Sixth Crusade, led by Emperor Frederick II 
of Germany, was unauthorized by the pope and 
led to the emperor’s excommunication. Frederick 
had married the daughter of the king of Jerusa- 
lem and in 1229 he befriended the Muslims, who 
gave him control of Jerusalem, Nazareth, and 
Bethlehem. Other scattered efforts included the 
tragic 1212 Children’s Crusade in which many 
children died or were captured and forced into 
slavery. The last crusade, led by King Louis IX of 
France for purely religious motives, was sparked 
by the Islamic Turks’ (Mamelukes) 1244 conquest 
of Jerusalem. Louis was unsuccessful but was 
later canonized by the pope. His failure to re- 
capture Jerusalem marked the end of the Cru- 
sades. On the whole, well-meaning but flawed 
leaders led to the Crusades’ ultimate failure af- 
ter hundreds of thousands had lost their lives 
and fortunes. 


EFFECTS OF THE CRUSADES 


Scholars still debate the Crusades’ merits and 
importance, but cannot deny that they had many 
effects on both the Eastern and Western worlds. 
They built Western commerce by opening East- 
ern trade and brought sugars, spices, silks, silver- 
ware, dishes, glass windows, and other luxuries 
to Europe. They created a new European middle 
class of merchants, craftsmen, and clerks and in- 
creased currency’s importance. Some scholars 
argue that they helped foster the Renaissance. At 
the same time, the Crusades hurt the Byzantine 
empire they had been originally organized to 
help. The Crusades increased the persecution of 
Jews as well as Muslims and led to other cam- 
paigns against opposing religious groups. They 
also contributed to the development of more in- 
tolerant attitudes among many Muslims shocked 
by the Crusades’ atrocities. The Crusades lessened 
feudal wars by opening new lands for conquest 
as they hastened feudalism’s demise when kings 
and nations gained power. Finally, the Crusades 
improved military technology and fostered a 


spirit of exploration, conquest, and colonization 
that would continue into the following centuries. 


David Trevitio 


See also: Byzantine Empire; Christianity; Exploration and 
Trade; Islam. 
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CRYSTAL PALACE 


An architectural wonder that housed the 1851 
Great Exhibition of the Works of All Nations in 
England. 


The idea for a large exhibition originated in France 
in 1798. The success of the exhibition led to ten 
other exhibitions before the English decided to 
host their own to display the new inventions of 
the nation and its empire. In 1849, the British So- 
ciety constructed the first exhibit of manufactur- 
ing machinery and goods in Birmingham, 
England. Although the exhibit space was limited, 
the metalworkers displayed their wares. Prince 
Albert, the husband of Queen Victoria, became 
enthused about expanding the exhibition to dis- 
play English ingenuity to the whole world. When 
he approached members of Parliament for fund- 
ing that would be repaid by the receipts earned 
from admission fees, the members rejected the 
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The iron and glass Crystal Palace, a miracle of modern architecture and a centerpiece of the Great Industrial Exhibition of 1851, was 
officially opened by Queen Victoria. The exhibition was meant to display the technological wonders of the age and the commodities of 
global trade. (Library of Congress) 


idea. Prince Albert refused to give up on the idea 
of an exhibition. He invited the mayors from all 
the cities in England, along with the archbishop 
of Canterbury and other prominent officials, to 
attend a dinner where the idea was discussed. 
With their support, the prince proceeded with the 
idea. He soon raised 200,000 pounds to erect a 
building and promised a cash prize for the best 
architectural design. Although there were more 
than 200 submissions, all were rejected. With time 
short, the committee accepted the design of 
Joseph Paxton. 

Paxton was from a poor family but he had 
political connections. He worked as a gardener 
for the duke of Devonshire. One of his responsi- 
bilities was to design greenhouses. Using his ex- 
perience with this type of building construction, 
Paxton designed a structure made up primarily 
of iron and glass. The design called for a building 
that would be 1,800 feet long and 400 feet wide. 
The total floor space amounted to 770,000 square 
feet (four times the space of Saint Peter’s Basilica). 


The highest point in the building was 108 feet. 
After the committee accepted Paxton’s design, 
construction began and was completed within six 
months. In February 1851, exhibitors began mov- 
ing their wares into the building in preparation 
of the great show, which was to last from May 1 
through October 15, 1851. Queen Victoria pre- 
sided over the Grand Opening of the facility on 
the opening day of the exhibition. The light 
gleaming off of the glass panes of the building 
dazzled visitors. Douglass Jerrold, the editor of 
Punch, named the structure the Crystal Palace. 
During the five-and-a-half months that the 
exhibition was open to the public, more than 6 
million people passed through the exhibition with 
the record day being a day in October when more 
than 109,000 people entered the exhibition. In- 
side the building and scattered around the 
grounds were dozens of fountains, including one 
made from four tons of pure crystal. The largest 
fountain had a stream of water that shot up to 
250 feet into the air. The amount of water flowing 


258 CRYSTAL PALACE 


through the system when it was fully operational 
was over 21,000 gallons. 

Inside the Crystal Palace, exhibitors from 
many nations displayed a wide variety of prod- 
ucts. Included in the machinery was a Jacquard 
loom, an envelope machine that produced sixty 
units a minute, tools, kitchen appliances, and a 
McCormick reaper from the United States. Since 
steel was the newest metal of the times, a num- 
ber of different steel-making processes were also 
displayed. A German named William Brockeden 
showed how powdered graphite could be bound 
together by adding various other substances. He 
used cheaper wood to create his new pencil but 
decided to paint the outside yellow and market it 
for its quality appearance. Among the 100,000 ex- 
hibits, there were displays that included pianos; 
tapestries; a locomotive; a huge sideboard carved 
out of one oak tree; gems like pearls and emer- 
alds; lace from Belgium; and agricultural prod- 
ucts such as wheat and sugar from Australia, 
Canada, and the West Indies. 

Two of the main attractions were the Koh-i- 
Noor diamond (which is now part of the Crown 
jewels) and a statue of anude Greek young female 
slave. Visitors could also enjoy the music played 
within the building. Since the design withstood 
the tests for possible collapse from reverberations, 
a massive organ played while a 600-person choir 
sang. A whole wing of the building was dedicated 
to art from ancient times through the Renaissance. 

The exhibition was such a resounding success 
that the financial gain realized amounted to over 
186,000 pounds. The proceeds from the admis- 
sions yielded enough profit to build several mu- 
seums including the Victoria and Albert Museum, 
the Albert Hall, the Science Museum, and the 
Natural History Museum. It was the first truly 
international exhibition that set the stage for many 
more to follow in Australia, the United States, and 
other countries around the world. The display of 
new technology and products stimulated trade 
on a global basis. 

After the exhibition ended, the Crystal Palace 
was dismantled from its location in Hyde Park 
and reassembled in a new location at Sydenham 
Hill in South London. For years the building 
played host to all kinds of shows including horse, 
dog, cat, flower, and even honey shows. A race 


car event was held on the grounds as were many 
sporting events. The structure was finally de- 
stroyed by fire in 1936. 


Cynthia Clark Northrup 


See also: Industrialism. 
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CUBA 


An island nation in the Caribbean, important 
to American trade for over four centuries. 


First colonized by the Spanish in the early sixteenth 
century, who unsuccessfully sought gold there, 
Cuba soon became a major producer of tobacco 
and sugar exported to Europe. The island also 
served as a rendezvous point for the Spanish fleets 
carrying imports into the colonies and for those 
from throughout New Spain carrying gold for ex- 
port. To meet the labor demands, the Spanish im- 
ported slaves from Africa, and Cuba became a key 
destination in the famous triangle trade, connect- 
ing Europe, Africa, and America. As the North 
American colonies developed, Cuba exported “sea- 
soned” slaves and molasses to the north while im- 
porting fish and foodstuffs. Throughout the 
colonial era, Cuba remained a haven for smuggling. 

Throughout the nineteenth century, the im- 
portance of the sugarcane crop grew relative to 
tobacco, helping a monoculture plantation 
economy flourish. Early in the century, Cuba ex- 
ported 70,000 short tons, a figure that rose to 
1 million by the end of the century and consti- 
tuted almost three-fourths of its total export rev- 
enue. Much of this export was to the United 
States, which grew in importance as a Cuban trad- 
ing partner. When the 1894 Wilson-Gorman Tar- 
iff raised the price of Cuban sugar in America, 
severely hurting the Cuban economy, a Cuban 
insurrection grew against the Spanish. The result 


was the Spanish-American War of 1898, which 
ended Spanish control but solidified Cuba’s eco- 
nomic dependence on America. Trade increased, 
and American investments in Cuba soared. While 
World War I produced a sugar boom in Cuba, 
declining prices in the following years forced a 
number of Cuban businesses into receivership 
with U.S. banks. Given this, and the growth of 
American tourism to Cuba, the Great Depression 
severely hurt the Cuban economy. Foreign trade 
and investment plummeted, while resentment 
against the United States grew. In the years that 
followed, the United States supported the gov- 
ernment dominated by Fulgencio Batista, and, in 
return, enjoyed special trade status. American 
exports received preferential treatment, while low 
tariffs in the United States ensured Cuba a sig- 
nificant percentage of the American sugar market. 
The harsh Batista regime, however, resulted 
in a 1959 revolution, led by Fidel Castro. When 
Castro nationalized the Cuban holdings of two 
American oil companies, the United States re- 
sponded by cutting the Cuban sugar quota. In 
retaliation, Castro nationalized most American 
property on the island, which, in turn, led to a 
complete American embargo on Cuban trade. The 
immediate result of the embargo was a strong al- 
liance between Cuba and the Soviet Union that 
dramatically altered Cuban trade. Reciprocal trade 
agreements ensured Cuba cheap Soviet oil, and 
by 1989, 80 percent of Cuban trade was with East- 
ern bloc countries. With the fall of the Soviet 
Union, however, the Cuban economy suffered. 
In recent years, the Castro regime has worked to 
better integrate Cuba into the global economy by 
concluding several regional trade agreements and 
by allowing private interests a greater role. As the 
United States debates ending its embargo, how- 
ever, the Cuban economy continues to suffer. 


Brooks Flippen 


See also: Slavery; Soviet Union; Spanish Empire; Sugar; Tri- 
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CUNEIFORM 


A pictographic form of written communication 
in which stylized representations of words are 
inscribed in a clay tablet using a wedge-shaped 
stylus. 


Developed in Sumer around 3500 B.c.£., early cu- 
neiform symbols represented numbers and ob- 
jects, but expanded to include verbs and symbols 
for concepts like authority, religion, and emotion. 
Because of its complexity and the necessity of 
memorizing and properly inscribing thousands 
of symbols, cuneiform literacy was limited to the 
elite of Mesopotamian society, although profes- 
sional scribes could be hired by common people 
to read or write letters on their behalf. 

This innovation allowed the growing city- 
states of the Tigris and Euphrates River valleys to 
maintain political records, collect and account for 
tax revenue, and arrange sophisticated diplomatic 
contacts with each other. The tablets themselves, 
dried or baked for permanent storage, are archae- 


One of the earliest forms of writing, cuneiform was developed in 
part by Sumerian merchants in the third millennium s.c.c. to help 
keep track of their trading accounts. (Library of Congress) 
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ologists’ source for the religious mythology and 
history of these societies, including the epic tale 
of Gilgamesh. Cuneiform facilitated trade by al- 
lowing accurate records to be kept, letters to be 
sent over long distances, and political power to 
grow. As the written form spread to other parts 
of the region, it provided a common form of com- 
munication that further aided in contact and com- 
merce. Although cuneiform remained in use until 
around 100 c.z., it was gradually subsumed by 
easier-to-learn phonetic alphabets introduced by 
the Phoenicians. 


Margaret Sankey 


See also: Communication. 
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CYPRUS 


Located in the northeastern corner of the Medi- 
terranean, about fifty miles south of the coast 
of Turkey, near the Levant. Cyprus is the third- 
largest island in the Mediterranean. 


Cyprus is approximately 140 miles long by 60 
miles wide (3,572 square miles). Throughout the 
island’s long history, it has been a location with 
strategic and economic importance to both Medi- 
terranean and Near Eastern powers. Its location 
on eastern Mediterranean trade routes and its 
proximity to Egypt and the Near East made it an 
ideal stopping point for goods flowing both east- 
ward and westward. Its significant mineral re- 
sources, fertile agricultural lands, and safe harbors 
further ensured that trade ships in antiquity fre- 
quently visited the island. 

Inhabited since the Neolithic period, the is- 
land was first settled by Anatolians in the third 
millennium B.c.£. These first inhabitants soon dis- 
covered the abundant copper ore resources on 


the island, which gave the island its name. Cop- 
per quickly became the basis for the economy of 
the island throughout most of its history. Trade 
connections were established with cities in the 
Near East, Egypt, and the Aegean Sea, and the 
export of copper was soon extensively exploited, 
bringing wealth to the island. During the Early 
Bronze Age, the mining and smelting of copper 
became widely practiced on the island and many 
commercial cities such as Kalavassos and Maroni 
developed on the southern and eastern coasts. 
Around the thirteenth century B.c.£., the island 
suffered the collapse of the Bronze Age king- 
doms that occurred in many parts of the eastern 
Mediterranean. 

From the late eighth century B.c.£. until its an- 
nexation by Rome in the first century B.c.£., the is- 
land found itself involved in many conflicts. 
Through these turbulent times, trade still remained 
an important part of the island’s economy. The 
Roman period on Cyprus was characterized by 
both its tranquillity and prosperity. In the Byzan- 
tine period, the island became a possession fought 
over by the Byzantines and Arabs, which disrupted 
the economic and civil life on the island. It was not 
until the Byzantines were able to gain control of 
the island in the ninth century c.z. that peace re- 
turned to the island, allowing the economy to re- 
cover. In the eleventh and twelfth centuries, the 
island became more prosperous as new coastal cit- 
ies were developed along the southern coastline. 
It became a critical western outpost for possible 
military actions against the Muslims and an im- 
portant economic center for Italian merchants. It 
remained predominantly an agricultural producer 
until the end of the twentieth century. 

In the twenty-first century, Cyprus is an ac- 
tive trading partner with the European Union, 
with most of its exports and nearly all of its agri- 
cultural production going to the European Union. 
Its main exports are pharmaceuticals, cement, 
paper products, and furniture. 


R. Scott Moore 


See also: Mediterranean Sea; Roman Empire. 
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DANUBE RIVER 


The only great European river that flows from 
west to east and links the North Sea to the 
Black Sea. 


Flowing from its source in the Black Forest of 
Germany to the Black Sea, the Danube extends 
for 1,770 miles through the present-day countries 
of Germany, Austria, Slovakia, Hungary, Serbia, 
Croatia, Bosnia and Herzegovina, Slovenia, Bul- 
garia, Romania, and Ukraine. Major cities located 
along the river include Vienna, Budapest, 
Bratislava, and Belgrade. During the twentieth 
century, the construction of canals linked the 
Main, Oder, and Rhine Rivers with the Danube 
to make a continuous water source from the North 
Sea to the Black Sea. 

In ancient times, the Danube River was the 
transportation route for trade between northern 
and southern Europe as well as the Black Sea re- 
gion. Metal ores, salt, furs, and amber traveled 
down the Danube. During Roman times, the 
Amber Road, emphasizing the importance of the 
resin as a commodity during ancient times, linked 
the Danube to the Roman city of Aquileia. The 
Romans, as well as the Goths, Slavs, Huns, and 
Germanic tribes used the Danube for the move- 
ment of soldiers and populations along the fron- 
tier. The crusaders of northern and western 
Europe used the Danube to transport men and 
supplies bound for the Holy Land. After the Turks 
captured Constantinople, trade between north- 
ern Europe and the Black Sea was blocked. When 
the Turks decided to attack the Austro-Hungar- 
ian empire, the Danube was used to move sol- 
diers and supplies within the Austrian empire to 
defeat them. In the nineteenth century, after the 
defeat of the Turks, the Austrians realized that the 


261 


Russian empire sought to control the Danube as 
a means of dominating the central region of the 
continent. Trade between industrialized Germany 
and the farmland of the Balkans was important 
and the Austrian empire was forced to protect its 
trade route along the Danube. 

After the invention of the steamboat at the 
beginning of the nineteenth century, the Austrian 
government attempted to replace wooden rafts, 
which would be broken up and sold for timber at 
their destinations, with steamboats. In 1813, the 
government tried but failed to make the change. 
Then in 1829, two Englishmen received permis- 
sion to form the First Danube Steamship Com- 
pany and began operating the Franz I between 
Vienna and Budapest. Steamships have plied the 
waters of the Danube since that time. 

After the Crimean War (1853-1856), the treaty 
signed in Paris in 1856 established a commission 
to oversee the Danube delta. The commission re- 
mained in operation until World War I. In the in- 
terim period, the Austrian government began 
improvements known as the Iron Gate. The Treaty 
of Versailles established a second commission in 
1919 at the conclusion of World War I. Part of the 
reason for the need of these commissions was that 
the river flowed through many different coun- 
tries. If one country attempted to dam the river 
or divert water from it, either of these actions 
would adversely affect other countries. A com- 
mission would coordinate activities to the ben- 
efit of all countries. 

Control of the Danube was vital for Adolf 
Hitler and the Nazi Party as they sought to con- 
trol central Europe. Between 1941 and 1945, the 
river was under their control. Ships were confis- 
cated, and movement was restricted to men and 
supplies for Hitler’s army. At the conclusion of 
World War II, allied forces hoped to reestablish a 
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commission to regulate the river, but the division 
of the region between western and communist 
spheres of influence prohibited such a plan. Half 
of the region fell under the control of the Soviet 
Union and trade along the route was disrupted. 
The collapse of the Soviet empire provided hope 
that the river could once again be used to trans- 
port goods from northern Europe down to the 
Black Sea, but the Kosovo conflict resulted in 
many of the bridges in Serbia being destroyed and 
war debris clogging the river. At the end of 2003, 
the situation remained the same. The northern 
portion of the river continues to allow for the flow 
of goods, and several projects have been under- 
taken to stimulate the use of the river as a trans- 
portation source that must now compete with an 
extensive rail and road system in the region. The 
Danube continues to carry less traffic and trade 
than the Rhine. 


Cynthia Clark Northrup 


See also: Amber Routes; Roman Empire; World War I; World 
War II. 
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DARDANELLES 


A strait, whose name came from Dardanus, an 
ancient Greek city on its Asian shore, called 
Hellespont in antiquity and Canakkale Bogazi 
in Turkish. 


The Dardanelles is thirty-eight miles long and 
from one to four miles wide. Together with the 
strait of Bosporus, the Dardanelles connects the 
Black Sea with the Aegean and Mediterranean 
Seas. It separates the Balkan Peninsula in Europe 
from Anatolia in Asia, and had an essential role 
for defending the cities situated nearby, for ex- 
ample, ancient Troy and then Constantinople 
(Istanbul). 
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The Dardanelles, the strait connecting the Black Sea and the Medi- 
terranean, has been a major trading route since ancient times. This 
strategic body of water has been fought over many times, including 
this seventeenth-century battle between the Ottoman and Vene- 
tian fleets. (The Art Archive/Museo Correr Venice/Dagli Orti) 


In modern times, the straits of Dardanelles and 
Bosporus belong to Turkey, but because of their 
colossal strategic and commercial importance for 
the navigation between the Mediterranean and 
Black Seas, a number of empires have fought for 
control of them throughout the centuries. 


THE DARDANELLES UNDER 
THE OTTOMANS 


The Dardanelles were under the Byzantine 
empire’s control up to the thirteenth century, 
when a Turkish tribe settled and founded the small 
principality of Karesi on the Asian shore of this 
strait. In 1334 and 1345, the Ottomans gradually 
annexed this emirate and implicitly the Anatolian 
shore of the Dardanelles. The European shore still 
remained under Byzantine control, and for this 
reason the Ottoman troops could not cross safely 
from Anatolia into southeastern Europe. The 
Christians could obstruct any attempt by the Turks 
to establish and hold settlements in Thrace on the 
European shore of the strait of Dardanelles. That 
is why Orhan, the second Ottoman sultan, aimed 
to take under his authority the strait of 
Dardanelles. In this respect, in 1352, Stileyman, 
Orhan’s first son, captured the fortress of Tzympe 
and began laying siege to the strongest fortress in 
the area: Gallipoli. In March 1354, following a 


strong earthquake, the Ottoman troops occupied 
Gallipoli and several other small fortresses. The 
Ottomans maintained Gallipoli as a naval base 
because of its strategic importance for the defense 
of Istanbul and a key transit station between the 
military and trading traffic between Asia Minor 
and the Balkan Peninsula. 

The strait of Dardanelles came under complete 
Ottoman control after Mehmed II built fortresses 
at Canakkale (a settlement situated at the mouth 
of Kodja River [the ancient Rhodius River]) on both 
shores of the Dardanelles in 1462 and 1463, and 
fortified Tenedos Island (Bozcaada), which was 
situated at the entrance to the Dardanelles. In this 
way, he secured the military and trading commu- 
nications between Anatolia and Rumelia, especially 
against attacks by Venetian ships. From that mo- 
ment, the Ottomans started to exclude gradually 
the Italian merchants—Genoese and Venetian, 
especially—from the Black Sea trade. 

The Aegean regions and especially Istanbul, the 
new capital, needed the foodstuff from the north- 
ern Black Sea. In this respect, Mehmed II limited 
and then forbade the export of wheat, fish, oil, salt, 
and other foodstuff to Italy. First, Ottoman officials 
checked the Italian ships coming from the Black 
Sea at Istanbul, on the strait of Bosporus. Other of- 
ficials closely inspected the same ships a second 
time at Gallipoli, on the strait of Dardanelles. Actu- 
ally, in the sixteenth through the eighteenth centu- 
ries, the Dardanelles became a traditional checking 
point for west European trading ships navigating 
to and from Istanbul. Also, the Dardanelles was the 
place where Ottoman warships started to accom- 
pany the commercial convoys of ships, which sailed 
out of Istanbul, to protect them against corsairs 
during their travels across the Aegean and then the 
Mediterranean Seas. 

On the other hand, the blockade of the 
Dardanelles by Christian ships during the wars 
with the Ottomans created a real danger for 
those merchants seeking to trade with Istanbul. 
In 1650, the Venetian fleet, failing to achieve 
an understanding with the Turkish sultan, 
blockaded the Dardanelles. The French assisted 
the Venetians in the early 1700s. That is why the 
fortifying of the Dardanelles did not end in the 
fifteenth century but continued into the next 
several centuries. Two hundred years later, from 
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1659 through 1661, the grand-vizier Mehmed 
Kopriili built two other solid fortresses, Kum 
Kale and Sedd ul-Bahr, on either side of the 
strait. 

In the eighteenth and nineteenth centuries, the 
status of the straits of Bosporus and Dardanelles 
was a major diplomatic controversy between the 
Ottoman empire, the Western powers, and Rus- 
sia. After military conflicts or diplomatic pres- 
sure, the Ottomans accepted to open the straits 
of Dardanelles and Bosporus to merchant ships, 
but not to warships. Warring against the Otto- 
mans from 1768 to 1774 and from 1787 to 1792, 
Tsarina Catherine II of Russia gained the northern 
coast of the Black Sea and the right of Russian 
ships to sail from the Black Sea into the Mediter- 
ranean Sea by way of the Ottoman-controlled 
Dardanelles. 

The Russian expansion along the Black Sea 
and the resulting weakening of the Ottoman 
empire became of great concern to the Western 
powers, notably England and France. That is why 
the Ottomans tried to impose, on international 
diplomacy, the principle that no warships of any 
power should enter the straits of Dardanelles and 
Bosporus. The Treaty of Dardanelles, signed be- 
tween the Ottoman empire and Great Britain on 
January 5, 1809, affirmed and emphasized for the 
first time this principle. Later, even Russia wanted 
to protect its possession in the Black Sea region, 
so it imposed, by the Treaty of Hiinkar Iskelesi of 
July 8, 1833, the permanent closure of the straits 
of Dardanelles and Bosporus to warships. 

But the straits remained opened to merchant 
ships. And this was stipulated as a most-favored- 
nation clause in almost all peace and commerce 
treaties between the Ottoman empire and the 
Western powers. For instance, the Treaty of Com- 
merce and Navigation between the United States 
and the Ottoman empire, signed at Constan- 
tinople on May 7, 1830, stipulated in Article 7 that 
U.S. merchant ships had liberty to pass the straits 
and go and come in the Black Sea. Also, accord- 
ing to Article 5 in the Convention of Commerce 
and Navigation between Her Britannic Majesty 
and the Sultan of the Ottoman empire, signed 
near Constantinople on August 16, 1838, which 
became a diplomatic pattern for the capitulatory 
regime of international trade in the Ottoman 
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empire, the British merchant ships could pass 
freely through the straits of Dardanelles and 
Bosporus. 

The Russians continued to dream about con- 
trolling Istanbul and the straits, so as to control 
the water trade route connecting the Black and 
Mediterranean Seas. England and France joined 
forces to prevent Russia from gaining control over, 
or special rights in, the Straits and opposed these 
Russian ambitions as threatening their trade 
routes. In 1841, England, France, Russia, Austria, 
and Prussia signed the London Straits Conven- 
tion, agreeing to close the straits to all but Turkish 
warships in peacetime and reaffirming the prin- 
ciple of the 1809 convention that no warships of 
any power should enter the straits of Dardanelles 
and Bosporus. Russia began hostilities when the 
Ottomans refused to grant to it the right to pro- 
tect Orthodox Christians. In the so-called Crimean 
War (1853-1856), the Ottoman, French, and En- 
glish armies defeated Russia. The peace treaty of 
the Congress of Paris of March 30, 1856, formally 
reaffirmed the closure of the straits to all but Turk- 
ish warships in peacetime, as stipulated in the 
convention of 1841, and confirmed generally the 
free access of all commercial flotillas through the 
straits and in the Black Sea. It was a stipulation, 
which remained in force until World War I, theo- 
retically at least. 


THE DARDANELLES SINCE 
WORLD WAR I 


The Gallipoli Campaign of and the battle for the 
Dardanelles (1915-1916) during World War I 
proved once again the importance of controlling 
the straits both for Turkey and for the European 
powers. The Turkish army succeeded, losing 
around 120,000 soldiers in the process, in resist- 
ing the French and English offensive and conse- 
quently in protecting Istanbul and avoiding the 
conclusion of an unfavorable peace. In the Agree- 
ment of Mudros on October 30, 1918, following 
Turkey’s capitulation from the war as an ally of 
Germany, the allies imposed the maintenance of 
west European troops in the straits area and per- 
mitted free traffic through the straits of Dardan- 
elles and Bosporus. The Treaty of Sevres, which 
was concluded by the victorious allied powers 


with Turkey on the August 10, 1920, internation- 
alized and demilitarized the straits zone, and was 
eventually superseded by the Treaty of Lausanne 
(1923). The zone was restored to Turkey, but was 
to remain demilitarized; the straits were to be open 
to all ships in peacetime and in time of war if Tur- 
key remained neutral; if Turkey was at war, it could 
not exclude neutral ships. Secretly, however, Tur- 
key soon began to refortify the zone, and in 1936, 
by the Montreux Convention, it was formally per- 
mitted to remilitarize it. Turkey has maintained 
the right to restrict the access of ships from non— 
Black Sea states. 

Even after World War II, the Dardanelles re- 
mained a diplomatic target. In 1947, Turkey was 
under pressure from Russia for concessions over 
the Dardanelles. The Turkish government, bol- 
stered by American economic and military aid, 
has withstood Russian demands for control of the 


Dardanelles. 
Viorel Panaite 


See also: Black Sea; Genoa; Grain; Mediterranean Sea; Oil; 
Ottomans; Salt; Venice. 
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DARK AGES 


A crisis in Western civilization from the fifth 
through the tenth centuries. 


First used by Italian scholars in the fifteenth cen- 
tury, the term “Dark Ages” originally referred to 
the 1,000-year period between the collapse of the 
Roman empire in the West and the dawn of the 
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Political chaos during the Dark Ages of European history following the fall of the Western Roman empire in the fifth century led to a fall in 
continent-wide trade. Merchants, like these offering amphorae of wine and oil to the lord of Tintagel Castle in Cornwall, England, were 
forced to seek the protection of powerful local leaders. (© English Heritage/Topham-HIP/The Image Works) 


Renaissance. Many thinkers looked down on the 
medium aevum or “Middle Ages” that stretched be- 
tween the ancient world and their own day as a 
dark period in which classical learning was ig- 
nored. Protestant reformers such as Martin Luther 
echoed these sentiments, claiming the Catholic 
Church was a major cause of the darkness of the 
era. The condemnation of the Middle Ages as a 
time in which little was accomplished continued 
during the Enlightenment and the French Revo- 
lution. Opinions finally changed with the rise of 
romanticism in the nineteenth century and the 
development of better historical methods in the 
twentieth century. Most historians now consider 
the Middle Ages to have been a creative and foun- 
dational period in the development of Western civi- 
lization. They have limited the term “Dark Ages” 
to mean the period between the collapse of the 


Roman empire in the West and the beginning of 
the classical medieval period around 1000 c.z. 

For the West, the coming of the Dark Ages was 
well under way in the last days of the Roman 
empire. The weak imperial structure, frequent 
attacks from barbarian tribes, and the steady un- 
raveling of the economy marked the fifth century 
in much of western Europe. After 476 c.z., there 
was no longer an emperor in the West. Germanic 
tribes, including the Ostrogoths, Vandals, Franks, 
and Visigoths, had taken Italy, North Africa, Gaul, 
and the Iberian Peninsula, respectively. Britain 
had been completely abandoned by the Roman 
legions and now faced steady attacks from the 
Angles, Saxons, Jutes, and Danes. In many parts 
of the Western empire, city life had completely 
disappeared. The surviving Roman nobility and 
newer barbarian lords held large pieces of land 
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worked by peasants in exchange for protection. 
Classical learning did not completely disappear. 
Instead, Catholic monks living under the Rule of 
Saint Benedict began the long process of copying 
as many ancient texts as possible to preserve them 
for a more settled time. The Catholic Church be- 
came a bridge between the past, present, and fu- 
ture. In many places, the bishops of the church 
including the bishop of Rome, known as the pope, 
provided the only civil authority in a world where 
Roman military and imperial rule had completely 
collapsed. 

Western Europe struggled to reestablish com- 
mercial ties with the Byzantine empire in the late 
sixth and early seventh centuries. A brisk trade in 
food, oil, and gold was carried on in the Mediter- 
ranean and the Atlantic. However, the revival was 
brought to an end by two major events. In the 
middle of the seventh century, the Persians at- 
tacked the Eastern Roman empire, capturing ma- 
jor trade routes and taking important cities like 
Damascus. The Arabs united under the new Islamic 
faith and swept out of the Arabian Peninsula, tak- 
ing much of the Middle East, North Africa, and 
even the Iberian Peninsula. The Muslim fleet con- 
trolled the Mediterranean and for a time com- 
pletely cut the West off from Constantinople. 

The rise of the Carolingians in the Kingdom 
of the Franks brought renewed civilization for a 
time in the midst of the Dark Ages. In 732, Charles 
Martel turned back the Muslim invaders at the 
Battle of Poitiers. Martel’s grandson, Charle- 
magne, ruled an empire that stretched through- 
out much of Western Europe from 768 to 814. His 
capital at Aachen became a political and cultural 
center. Although he spent most of his life fight- 
ing the Saxons, Muslims, Avars, and Lombards, 
Charlemagne worked to create a stable govern- 
ment based on his own laws or capitularies and 
the work of his administrators known as missi 
dominict. He also encouraged the development of 
art, literature, philosophy, education, and the 
Catholic faith. On Christmas Day 800, Pope Leo 
III crowned Charlemagne as emperor. 

Despite the accomplishments of Charle- 
magne, his empire collapsed in the civil wars of 
his grandsons. Western Europe was again 
plunged into chaos as three more waves of in- 
vaders attacked from all sides. During much of 


the ninth and tenth centuries, Europe warred 
against the Vikings in the north and west, the 
Saracens in the south, and the Magyars in the east. 
Towns, churches, roads, monasteries, and landed 
estates lay in ruins. The development of feudal- 
ism and the ending of the invasions at the dawn 
of the new millennium finally brought a stability 
that allowed western Europe to flourish in the 
classical Middle Ages. 


Mary Stockwell 
See also: Roman Empire. 
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DELIAN LEAGUE 


An Athenian-led alliance founded in 478 B.c.c., 
which gradually transformed into an Athenian 
empire. 


The Delian League arose from the discontent with 
Spartan leadership of the Greek forces after the 
great victories against the Persians in 480-479. Its 
purpose was to punish Persia for invading Greece 
and to liberate any Greek cities still enslaved. Ac- 
cording to ancient sources, it was under pressure 
from the people of Chios, Samos, and Lesbos that 
the Athenians took over the leadership, who im- 
mediately decided on the contributions to be paid 
by members of the new alliance, either in the form 
of fully equipped warships or money (the first 
assessment was 460 talents). In addition, they ar- 
ranged for a council, at which members had equal 
votes, to meet at the sacred island of Delos, where 
the alliance’s treasury was established. 

As far as the league’s extent is concerned, the 
ancient sources do not provide us with the exact 
list of the original members. It seems likely, how- 
ever, that the alliance was Ionian-based and built 
up around the offshore Aegean islands and the 
coastal cities of northern Greece, the Hellespont 
and Ionia, excluding any Dorian cities and islands. 
By c. 446, the alliance counted over 200 members. 

The league successfully fulfilled its initial pur- 


pose by driving the remaining Persians out from 
northern Greece, liberating Greek cities in Asia 
Minor, and finally crushing a huge Persian force 
in a battle at Eurymedon River in Pamphylia (466). 
Eventually, in c. 450 a peace treaty was signed 
(known as the Peace of Callias). 

The end of hostilities against Persia meant that 
the league was no longer in need. The Athenians, 
however, had no intention of losing control of the 
resources of the alliance (it is not a coincidence that 
in 454 the league’s treasury was moved from Delos 
to Athens). The opportunities for their own benefit 
were simply too many to let go. Athens now con- 
trolled most of the Aegean, which allowed it to 
monitor the flow of goods, especially of grain, and 
therefore to secure its ever-growing import needs. 
It was during this time that the alliance started to 
transform to an Athenian empire. The Athenian As- 
sembly and not the council of allies now sanctioned 
the use of league funds for purely Athenian pur- 
poses. Athenian coinage, measures, and weights 
were imposed on members. Even the names in the 
various treaties changed, and “allies” became “sub- 
jects.” Those members who failed to pay tribute or 
tried to defect were severely punished. 

The end of the Delian League came in 404 
with the defeat of Athens by Sparta. At the Battle 
of Aegospotami, the Athenian fleet was trapped 
into total defeat; only 12 ships out of 180 survived 
the battle. 


Ioannis Georganas 
See also: Athens, Ancient 
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DEPARTMENT STORES 


Large retail establishments that offer in one 
building a wide variety of goods for sale 
through specialized departments. 


After their first appearance in France in the 1850s, 
department stores significantly transformed the 
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modern experience of shopping. Of the forerun- 
ners to department stores—from itinerant mer- 
chants at medieval street fairs to luxury goods shops 
in later eighteenth-century London and Paris— 
Parisian passages (arcades) are the most important. 
Little more than streets protected from the weather 
by a steel-and-glass canopy and lined with small 
retailers, the passages emerged in the first half of 
the nineteenth century. Consumers could walk 
from food shop to café to bookshop to linen store, 
as much to buy necessities as to indulge in leisure. 
Early department stores replicated and intensified 
this experience by expanding the selection of goods 
and concentrating their display under one roof. 

The Bon Marché in Paris is traditionally con- 
sidered the first department store. Opened in the 
1820s as a small haberdashery store, by 1867 its 
proprietor, Aristide Boucicaut, had commissioned 
the first structure purpose-built for modern de- 
partment-store retail. An iron-framed Beaux-Arts 
structure on Rue de Sevres, by the time it was 
completed in 1887 it exhibited what would be- 
come the standard architectural features of any 
major department store: located in an urban cen- 
ter served by public transportation, its long street 
facade consisted of large ground-floor display 
windows interrupted only by massive entryways. 
Brightened by light wells, the interior held five 
floors of merchandise accessible by elevators. 
Customers could also visit tearooms, tropical gar- 
dens, and rest rooms. Architectural grandiosity 
quickly became a hallmark of the department 
store around the world, with many of the most 
monumental stores built near the turn of the 
twentieth century: Carson Pirie Scott (1898-1904) 
and Marshall Field’s (1902) in Chicago, Macy’s 
(1902) in New York, Harrods (1905) and Selfridges 
(1906) in London, and Samaritaine (1905-10) in 
Paris. 

These stores also instituted retail practices 
that, while not necessarily new, were imple- 
mented on a scale never before seen. Unlike small 
shop owners in Paris, for example, the Bon 
Marché offered a wide variety of inexpensively 
priced goods, all at fixed prices. The store thus 
depended on large volumes of sales at low profit 
margins, with rapid, usually seasonal, turnover 
of merchandise. A customer was granted entrée 
libre (free entry) and was not expected to buy 
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First developed in the United States in the early nineteenth century, department stores offered consumers an unprecedented selection of 
goods and services. The golden age of big urban department stores—including Woodward and Lathrop in Washington, D.C., shown here 
in an early twentieth-century photo—lasted through the early post-World War II era, when suburban malls and discount stores like Wal- 
Mart took much of their business. (Library of Congress) 


something when allowed into the store. When 
the customer did purchase, say, a handkerchief, 
lamp shade, or clock, he—or, more often, she— 
did so from one of hundreds or thousands (as was 
the case for Harrods and Whiteley’s in London 
before World War I) of employees. Liberal return 
policies accommodated buyer’s remorse. And if 
the customer wanted a purchase shipped home, 
the store offered inexpensive or free delivery, 
made possible by improvements in postal and 
transport infrastructure begun in Europe in the 
first half of the nineteenth century. 

Stores also did extensive catalog-based busi- 
ness. Of 1.5 million total catalogs, for example, the 
Bon Marché in Paris sent 740,000 to French house- 
holds outside of Paris and 260,000 to foreign 
households in 1894. In 1905, Harrods first offered 
twenty-four-hour order-by-phone service. 


The department store was an international 
phenomenon: French and American stores were 
the most influential by the early twentieth cen- 
tury, but significant stores also emerged through- 
out Great Britain and in Germany, Belgium, the 
Netherlands, Russia, and Hungary. Storeowners 
and directors traveled widely during this period 
to study successful stores. Department stores, of- 
ten with buyers in foreign countries, were also 
significant importers of foreign goods. 

Small shop owners greeted the emergence of 
the department store with both hostility and ac- 
ceptance: some complained of lost business while 
others encouraged the stores’ growth. Shop own- 
ers near Samaritaine in Paris, for example, pushed 
the store to open on Sundays because they ben- 
efited from increased traffic in the area. Indeed, 
the substantial cultural impact of department 


stores likely outweighed their economic impact: 
historians Geoffrey Crossick and Serge Jaumain 
cite studies, for example, that show that depart- 
ment store sales in England in 1910 amounted to 
3 percent or less of all retail sales. That number 
reached only 2.3 percent in Germany in 1913. 
Those most influenced by department stores, 
then, were not shop owners but middle-class con- 
sumers, who were offered new visions of social 
advancement and material wealth. Middle-class 
women were especially affected: they gained ac- 
cess to new employment opportunities in stores 
and were also able to play a larger role in urban 
public life as consumers. 

After World War II, when residents abandoned 
city centers for distant suburbs, most major depart- 
ment stores fell into decline, although many 
spawned additional stores located in regional shop- 
ping centers. Department stores also increasingly 
lost sales to chains of the so-called five-and-ten 
stores—prix uniques in Europe—like Woolworth’s 
(from 1879), which could sell a wide range of less 
expensive merchandise because it did not offer 
such amenities as cafés or gardens. Today, massive 
chain retailers like Wal-Mart, combined with more 
specialized chains, have largely replaced depart- 
ment stores around the world. Retailing is a cen- 
tral feature of the global economy: in 2001, retail 
sales and inventories in the United States alone 
were over $3.1 billion. 


J.E. Luebering 


See also: Agora. 
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DIAMONDS 


Gemstones composed of compressed carbon; 
the world’s hardest natural substance. 
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Diamonds are valued primarily for their beauty 
and have come to be the world’s premier gem- 
stone. Because of their hardness, diamonds have 
a secondary use as cutting and abrasive tools for 
industrial purposes. Throughout history, dia- 
monds brought large sums for their sellers. Dia- 
monds are significant economically not only as 
beautiful gems but as avenues for capital accumu- 
lation for those people or regions lucky enough 
to profit from them. Indian rulers fought over dia- 
mond-producing regions, Brazilian diamonds 
helped fuel economic growth in Europe, African 
diamonds built railroads in South Africa, and gue- 
rillas in modern-day West Africa prize diamonds 
for the money they bring to their conflict. 
Diamonds form when lumps of carbon come 
under intense heat and pressure and become crys- 
tallized. This typically occurs during the forma- 
tion of mountains. Over time, water erodes the 
rock and carries the diamonds away with it. When 
diamonds are collected from rivers, it is referred 
to as wet digging. Diamond prospectors stand in 
the water to collect the diamonds. This can lower 
body temperature dangerously, even in tropical 
climates. Mining diamonds from the earth, at shal- 
low or deep levels, is known as dry digging (sim- 
ply because there is no water involved). Most 
diamond collection today is done through dry 
digging, because of the exhaustion of wet sources 
and the desire to access the source more directly. 
In the past, as now, miners worked in danger- 
ous conditions under the watchful eyes of guards. 
In wet digging locations, the miners stood in water 
for hours on end, subjecting themselves to para- 
sites and leeches in tropical locales and hypo- 
thermia where it was colder. Where dry digging 
was used, primitive or poorly constructed mines 
often caved in, injuring or killing miners. At some 
times and places in history, the miners were well 
paid for their hazardous working conditions. In 
other circumstances, the miners were no better off 
than slaves (when diamonds were discovered in 
Brazil, many of the workers were in fact slaves). 
For most of history, the only known source of 
diamonds was India. Owing to its unique geologi- 
cal history, India has a number of diamond- 
producing regions spread throughout the 
subcontinent. Most diamonds come from southern 
India. Golconda was the most famous center—a 
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The discovery of vast diamond deposits in South Africa in the late nineteenth century—like those at the Kimberly mine shown here—helped 
turn the precious gem into a commodity affordable by the middle class. (Library of Congress) 


market for the diamonds found in the surround- 
ing countryside. Foreigners often confused 
Golconda with the name of a mine or believed it to 
be the only source of diamonds in India. The long 
history of diamonds in India has produced the most 
extensive cultural use of diamonds anywhere. From 
poetic imagery to famous individual stones (such 
as the Koh-i-Noor), the status of the diamond in 
India is unique. Diamonds represented consider- 
able wealth, and southern Indian kingdoms fre- 
quently went to war over the site of diamond mines. 


TRADE IN DIAMONDS 


Diamonds eventually entered the great East-West 
trade pipelines. Most of the best diamonds were 
retained in the Middle or Near East. Relatively few 
diamonds reached Europe. Therefore, the gems 


were not overly familiar to Europeans, even 
though their worth was recognized. Regardless, 
emeralds, rubies, gold, and other valuable materi- 
als were still more valuable than diamonds in Eu- 
rope. This situation would not begin to change 
until the eighteenth century, when diamonds were 
discovered in the Portuguese colony of Brazil. 
The Portuguese were aware of the existence 
and value of diamonds because of the Portuguese 
trading missions that had been established in In- 
dia since the seventeenth century. A well-traveled 
Portuguese (and former resident of India) spot- 
ted the diamonds that gold miners used in their 
card games as “chips.” By the eighteenth century, 
the diamond mines of India were beginning to 
run dry. Just as this threatened to end the world’s 
supply of diamonds, they were found in Brazil in 
1727 along with gold and other precious stones. 


Diamonds flourished in Brazil, helping estab- 
lish some settlement away from the coast and 
promoting the development of the province of 
Minas Gerais. Under the watchful eyes of over- 
seers, slaves panned for diamonds in streams. The 
money from Brazilian gold and diamonds helped 
the restore the fortunes of Portugal, which was in 
decline by the eighteenth century. However, ow- 
ing to the economic realities of uneven trade, this 
wealth soon passed to Great Britain and other 
more advanced European powers. This had the 
effect of increasing the amount of money and 
capital available in Europe. 

The discovery of South African diamonds in 
1867 opened up a new chapter in the history of 
diamonds. By the 1880s, a full-scale diamond rush 
was on. The land rights of native Africans and 
the Boer farmers were frequently overridden to 
obtain the best diamond sites, which were dry 
digging sites. The story of the diamond industry 
in South Africa is a classic tale of colonialism, 
manipulation, and exploitation. Famed explorer 
Cecil Rhodes and Anglo-Jewish businessman 
Harry Oppenheimer created the De Beers dia- 
mond cartel. The name De Beers is now almost 
synonymous with diamonds. De Beers also owns 
many diamond rights outside of South Africa, 
furthering its control over diamond supply— 
roughly 80 percent of the world’s total. 


DIAMOND CULTURE 


The De Beers cartel established the beginning of 
the cultural prominence of diamonds in Europe 
and North America. Diamonds were in great 
supply—so great, in fact, that manipulation of 
supply had to be achieved to maintain its high 
price levels and image of exclusivity. In addition, 
De Beers carefully orchestrated a successful cam- 
paign to make the diamond the premier symbol 
of wedding rings and other jewelry. 

De Beers’s position as a white-owned firm 
profiting in apartheid South Africa caused public 
relations problems for De Beers and for diamonds 
in general. The image of workers (even relatively 
well paid ones) laboring under tight security to 
extract diamonds worth a great deal of money, of 
which they received little, was striking. To many, 
the image symbolized the injustice of the apart- 
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heid regime. Many questioned the need for high 
prices and human misery in return for an item 
that was mostly decorative. 

Further discoveries of diamonds were made 
throughout the twentieth century, although these 
finds were not as large as the South African sites or 
tended to produce industrial diamonds. Advanced 
technology allowed retrieval of diamonds from lo- 
cales and depths previously unreachable in human 
history. Also, as diamond supplies decline, diamond 
sizes are smaller and diamond strikes are increas- 
ingly inefficient. Namibia, Australia, Venezuela, 
Russia, and Canada contain diamond reserves of 
varying quality and difficulty of recovery. 

Diamond mining, cutting, and selling employ 
anumber of different professions. Mining employs 
laborers, supervisors, more and more scientists and 
engineers, and, as always, security guards. A dia- 
mond must be cut to achieve its maximum value, 
yet the earliest diamonds were not cut, owing to 
the difficult nature of shaping this hard substance. 
Diamond cutting was long assumed to have origi- 
nated in India, though in all likelihood it was no 
more than chipping or grinding. By the seven- 
teenth century, Italian artisans perfected the art 
of diamond cutting, producing stones that re- 
semble modern-day diamond cuts. The refine- 
ment of the raw stone usually takes place far away 
from its source of origin and employs highly 
skilled artisans. Amsterdam and Antwerp are the 
oldest, most established centers. Other important 
concentrations of diamond cutting are New York 
City, Israel, India, and South Africa. 

The use of diamonds for cutting or abrasive 
applications has a long history, as the stone’s 
hard properties were recognized early on. Tra- 
ditionally, diamonds of lesser quality were se- 
lected to fill this purpose. However, American 
scientists successfully produced synthetic dia- 
monds in the 1950s. Today, synthetic diamonds 
account for a large proportion of those used for 
industrial purposes. Despite the large demand 
for industrial diamonds (synthetic or otherwise), 
gem-quality diamonds are the more lucrative 
portions of the trade. 

Diamonds have recently suffered a great deal 
of negative press. Concerns range from De Beers’s 
manipulation of supply and even the psychology 
of demand, to the role of diamonds in support- 
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ing brutal civil wars in Africa, to their use in fi- 
nancing terrorist networks. “Conflict diamonds” 
have played an unfortunate part in perpetuating 
wars in Sierra Leone and Angola. 


Charles Allan 


See also: Brazil; India; South Africa. 
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DIASPORAS 


A notion created from the Greek meaning “to 
disperse.” 


Even if diasporas tend to generalize today, they 
are an old phenomenon: the Jewish Diaspora has 
been known since antiquity. The dispersal of mi- 
grant groups outside their country of origin took 
place along the great commercial routes. The large 
multiethnic empires were the privileged frame- 
works for diasporas that formed mobile merchant 
communities. The Jewish Diaspora played this 
role in the Assyrian-Babylonian, Persian, and Ro- 
man empires, and later on in the vast Arabian- 
Muslim empire of the Middle East and Spain. The 
Armenian and Greek Diasporas became their 
competitors in cities, such as in Vienna, Istanbul, 
Alexandria, and Baghdad. During the nineteenth 
and twentieth centuries, European colonial em- 
pires offered new territories to this dispersal. 
Lebanese, Greek, Indian, and Chinese Diasporas 
furnished workers, intermediaries, and profes- 
sionals to the development of a merchant 
economy in Africa and Southeast Asia. Since the 
seventeenth century, the founders of territorial 
states tried to attract diasporas (i.e., Catherine II 
of Russia and the elector of Brandenburg). Joseph 
Stalin used the pioneering capacity of diasporas 
in Central Asia. During the nineteenth and twen- 


tieth centuries, large diasporas went to the Ameri- 
cas and Australia. 

But diasporas were also localized in merchant 
republics and financial places: in the Hanseatic 
towns, Amsterdam, Venice, and the Malayan sul- 
tanates in Southeast Asia. During the seven- 
teenth and the eighteenth centuries, Armenians 
created merchant colonies in Europe and Asia, 
while Jews and Greeks were more concentrated 
in Europe. Other diasporas are the Chinese 
around the China Sea and Java and the Indians 
around the Indian Ocean. Only at the end of the 
nineteenth century did diasporas begin to be- 
come globalized with demographic and eco- 
nomic centers in the United States. Australia, 
Argentina, Brazil, South Africa, and Canada be- 
came secondary centers. Since the 1960s, after the 
independence of many colonies, France and 
Great Britain also began to play an important role 
for former colonial diasporas. 

A diaspora is extremely decentralized, poly- 
centrical, and with no clear frontiers. Its commu- 
nities are linked to two levels: the national level 
of the country of reception and the global level, 
which is more or less coordinated by the country 
of origin, if this exists. This system may exist over 
a long period, such as for many centuries or even 
for several thousand years. Today, after the break- 
down of the Iron Curtain, diasporas have reap- 
peared. The failure of integration policies, such as 
the American melting pot or the French creuset, 
and the progress of the means of transportation 
and communication contribute to the growing im- 
portance of diasporas. To establish and maintain 
links within the different diasporic communities 
and with their countries of origin become easy and 
cheap. Identities can be spread by media; family 
ties over continents can be preserved and rein- 
forced. Democratic states foster cultural associa- 
tions, which are essential for the existence of a 
diaspora. Migrants circulate in buses, private cars, 
and charter flights between regions of origin and 
countries of residence. 

Some common structures of diasporas can be 
found. The countries of origin of diasporas are 
often spaces where different empires or large 
states confronted each other: the Middle East 
since the antiquity and Southeast Asia more re- 
cently. Often serious conflicts, genocides, and ex- 


pulsions brought about diasporas (Lebanon, Pal- 
estine, former Yugoslavia, and the Soviet Union). 
Southeast Asia was a region of attraction for mi- 
grants from China and India. Later on, these mi- 
grants were reinforced by European colonialism. 
However, violent conflicts, in which Western 
states were involved, led to the creation of large 
refugee groups (Vietnam, China, Laos, and Cam- 
bodia). Diasporas were also created from migrants 
coming from poor, highly populated areas, such 
as southeast China, Bangladesh, and Korea. 
Greece, Poland, Portugal, and Italy have sent large 
diasporas to western Europe and the United 
States. These diasporas furnished laborers to the 
economies of the reception countries and were 
permitted to acquire the means to develop their 
religious, cultural, and sociopolitical links. 

Three general types or categories of diasporas 
can be identified in world history. The first is de- 
fined by and organized around an economic ac- 
tivity. Such groups include Chinese, Indian, and 
Lebanese entrepreneurs. Despite a common na- 
tion of origin, culture, language, or even religion, 
these factors are not the central or sustaining fea- 
tures of such diasporas. Commercial enterprise of 
one kind or another is the unifying element. The 
second type of diaspora is structured around a 
monotheistic religion, often linked to a sacred lan- 
guage. Diaspora groups of this kind include Jews, 
Greeks, and Armenians. Although economic en- 
terprise may play a vital role in the life of these 
peoples and nation-states have been critical to their 
existence, these diasporas are defined chiefly by 
religious belief and practice. The third category of 
diaspora forms around a political organization, 
system, or leader where the territory of origin is 
occupied by a foreign power. Examples include 
the Palestine Liberation Organization and the Ti- 
betan Diaspora (around the Dalai Lama). 


Ulrike Schuerkens 


See also: Armenians; Hanseatic League; Jews. 


BIBLIOGRAPHY 

Bruneau, Michel, ed. Diasporas. Montpellier: GIP-RECLUS, 
1995. 

Clifford, James. Routes: Travel and Translation in the Late Twen- 
tieth Century. Cambridge, MA: Harvard University Press, 
1997. 

Cohen, Robin. Global Diasporas: An Introduction. London: UCL 
Press, 1997. 


DIRHAMS 273 


DIRHAMS 


A medieval Islamic silver coin that served as 
the most common monetary unit used as a 
medium of exchange domestically within the 
Muslim world and internationally throughout 
much of western and central Eurasia as well 
as North Africa from the rise of Islam to the 
Mongol era. 


The earliest dirhams mimicked (in weight and 
iconography) late Sasanian drachms. After the 
monetary reform of 698-699, with several excep- 
tions, dirhams carried only epigraphic legends 
and were struck at the standard weight of 2.97 
grams (0.10 ounces). While the dirham’s weight 
greatly fluctuated after the mid-ninth century, the 
epigraphic legends remained the norm. The re- 
strictions on representing images (rulers and re- 
ligious figures) was usually maintained in 
accordance with Islamic law, thereby freeing up 
space on the legends for Arabic (Kufic) inscrip- 
tions of the names of rulers (caliphs, heirs-appar- 
ent, emirs, governors, and rebels) under whom 
the coins were struck, their dates of issue (always 
indicated in the Islamic calendar), and the city of 
mint. Thus, unlike most other medieval coins, 
dirhams are datable to their exact year of produc- 
tion, identifiable with their precise mints of is- 
sue, and attributable to specific rulers. 

The information contained on dirhams per- 
mit scholars to study their outputs (in relative 
terms) by mint and year of issue, the chrono- 
logical and territorial framework of their distri- 
bution and trade within and outside of Islamic 
lands, the direction of commercial routes and the 
fluctuations in commercial relations, the periods 
dirhams remained in circulation in specific ar- 
eas (i.e., the monetary markets), and many other 
questions related to the economic and political 
history of medieval western and central Eurasia 
and North Africa. 

To date, approximately 1,630 dirham hoards 
(defined as a deposit of five or more dirhams) 
dating from 700 to 1100 have been discovered 
from Spain in the west to Afghanistan in the east 
and from Norway in the north to Egypt in the 
south. Some 76 percent of them date to the tenth 
and eleventh centuries and mostly come from 
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The key form of money in the Muslim world, the dirham—a thir- 
teenth-century Turkish version of which is shown here—became 
the most popular coin in much of the Eurasian world with the rise 
of Muslim power in the Middle Ages. 

(© The British Museum/Topham-HIP/The Image Works) 


Russia, Sweden, and the Baltic lands. Thus, it is 
clear that a huge portion of the dirhams minted 
in the lands of Islam was exported to northern 
Europe, mainly by way of European Russia and 
its medieval states of Khazaria, Volga Bulgaria, 
and Rus’. The volume of this trade was enormous 
by any premodern standards: just during the 
tenth century alone, some 125 million whole 
Samanid (a central Asian dynasty) dirhams or 
3,750 kilograms (4.1 tons) of silver was imported 
into northern Europe. There are reasons to be- 
lieve that Samanid mints struck dirhams specifi- 
cally for trade with the north. 

The export of dirhams to northern Europe be- 
gan in around 800 and lasted until the close of the 
tenth century. The importance of this trade can- 
not be overstated, particularly since Europe at this 
time was experiencing a major silver shortage. The 
advent of urbanization in Russia and the Baltic, 
the formation of the earliest Russian state (Kievan 
Rus’), and even the so-called Carolingian Renais- 
sance in western Europe have all been linked to 
the injection of Islamic silver into Europe. In ex- 
change for dirhams, north Europeans traded what 
they had in great abundance: slaves, amber, wax, 
ivory, and furs. Much of this commerce was cat- 


ried out by Viking raiders-traders by way of the 
vast networks of rivers of European Russia. 


Roman K. Kovalev 
See also: Ivory; Vikings. 
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DISCOVERY AND EXPLORATION 


The recognition and systematic investigation 
of the geography of places not previously 
known to a culture or civilization. 


Discovery and exploration have typically, al- 
though not universally, been associated with the 
aim of developing or expanding direct trade links 
between regions not in immediate commercial 
contact with each other. 

Although the connection between exploration 
and trade may seem obvious, it actually possesses 
some aspects worthy of general consideration. In 
practice, at least between the beginning of the 
construction of the modern global economy in the 
fifteenth century and the early twentieth century, 
much of whatis called “exploration” was not con- 
cerned so much with uncovering entirely new 
trading areas or creating completely novel forms 
of trade as it was with bringing already-existing 
trade relations into the full, and often public, 
knowledge of an interested community such as a 
state or a commercial organization, and with im- 
proving the effectiveness of such relations from 
the standpoint of the interested community. In 
many cases, “exploration” was a means of elimi- 
nating or reducing the power of middlemen in 
extended trading systems. Typically, middlemen 
profit from the fact that their trading partners on 


either side are partly ignorant of, or cannot readily 
come into contact with, each other. The impetus 
toward exploration and voyages of discovery fre- 
quently arises from the desire either of one of the 
trading partners or of a fourth party wanting to 
participate in the trade to eliminate the middle- 
man’s monopoly on access or essential informa- 
tion. The historical significance of the initiative 
is, however, often determined not only by the 
achievement of its immediate aims, but also by 
accidental discoveries that result from the effort 
and from an increase in the general economic 
transparency of the region being explored. 

The spectacular acts of discovery that began 
the age of exploration of the fifteenth to the seven- 
teenth centuries—the voyages of the Portuguese 
around Africa to India and those of Christopher 
Columbus to America—fit this description fairly 
closely. Extensive and long-standing trade between 
Asia and Europe already existed before the Portu- 
guese happened on the scene. The Portuguese 
were not trying to discover India. They knew (more 
or less) where it was. Rather, they wanted to get 
into the Indian Ocean directly by sea so as to out- 
flank part of the chain of middlemen who inter- 
vened between Asian producers and European 
consumers. Although they were forced to pioneer 
the route around the Cape of Good Hope, just as 
soon as they got into contact with the trading sys- 
tem of the Indian Ocean on Vasco da Gama’s first 
voyage (1497-1499), they shaped their exploratory 
activities to the existing trade routes and quite sen- 
sibly used local pilots to get them to India. 

Columbus's first voyage in 1492-1493, and to 
a considerable extent all his subsequent voyages, 
had much the same character. Columbus was try- 
ing to establish direct trade with Asia by a differ- 
ent route from the one the Portuguese had found. 
The fact that he ran into an obstruction—the 
Americas—meant that subsequent Spanish efforts 
to construct a transoceanic trade system required 
very extensive new exploration, but the initial 
intention corresponded to the basic pattern noted 
earlier. Moreover, although Spain had necessar- 
ily to develop alternative modes of economically 
exploiting the Americas, a major thrust of its ac- 
tivities in the New World up until the middle of 
the sixteenth century remained the establishment 
of direct trade with Asia, which it accomplished 
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with the creation of a sailing link between Mexico 
and the Philippines by means of the annual Ma- 
nila galleons. The discovery in the 1540s of the 
world’s richest silver sources in the new Spanish 
territories transformed the nature both of Span- 
ish colonialism and of Spanish trade, but that dis- 
covery was in its origins a side-effect of an 
exploratory enterprise aimed at circumventing 
obstructions to direct trade. 

The great voyages of the Chinese admiral 
Zheng He, sent by the Ming emperors of the early 
fifteenth century to sail throughout Southeast 
Asia and the Indian Ocean, were also an attempt 
to establish direct contact (political as well as eco- 
nomic) with distant trading partners and to cir- 
cumvent middlemen. They differed from the later 
Portuguese and Spanish explorations mainly in 
that the Chinese government changed its poli- 
cies in the 1430s and decided not to pursue the 
initiatives that Zheng He had undertaken. 


“SCIENTIFIC” EXPLORATION 


In the seventeenth and eighteenth centuries, a 
pattern of “scientific” exploration developed 
among the countries of western Europe that were 
most heavily engaged in overseas enterprises and 
in which the practices of modern science were 
most rapidly developing. The pattern generally 
involved the participation of the state, either as 
the initiator and supplier of funding for explora- 
tion or as the source of legal and diplomatic le- 
gitimation for the exploratory activities of 
chartered commercial or scientific organizations. 

In the first decades of the seventeenth century, 
agents of the Netherlands East India Company 
conducted massive and systematic explorations of 
Australasia, the results of which were made known 
to the European public through the publication 
of maps in the Netherlands, then the world cen- 
ter of cartography. The government of France 
similarly undertook to support a comprehensive 
program of exploration and mapping in the inte- 
rior of North America in the last quarter of the 
seventeenth century. In both cases, the desire to 
develop new possibilities for trade played a sig- 
nificant part in the thinking that led to the expe- 
ditions, although other factors were involved as 
well: in the case of the Dutch voyages, the aim of 
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finding newer, faster ways between Europe and 
the area that is now Indonesia, and in the case of 
the French explorations in Canada and Louisiana, 
the intention of staking a practical claim (by vir- 
tue of actually having been there) to large inte- 
rior regions to counter the more theoretical claims 
of the English and Spanish to the same areas. Ex- 
ploration followed by publication of the results 
also became an aspect of competition among Eu- 
ropean states over which country was most sup- 
portive of the growth of scientific knowledge for 
the benefit of humankind in general, a competi- 
tion that was closely tied to efforts by the same 
states to enhance their prestige in international 
politics by claiming large overseas empires. But 
despite the significance of noncommercial mo- 
tives behind the increasingly standardized activ- 
ity of exploration, trade considerations continued 
to be very important. 

In the eighteenth century, Great Britain, hav- 
ing recently become a major power and a strongly 
expansionary state, entered the field of explora- 
tion on a substantial scale. The British government 
actively sponsored scientific efforts to improve 
navigation. It also employed the capabilities of the 
British navy to enhance commerce in peacetime, 
by having the navy prepare nautical charts and 
by using naval power to protect British merchants 
throughout the world, and in wartime by taking 
over other countries’ colonies and overseas mar- 
kets. It is therefore not surprising that the most 
famous British exploratory project of the eigh- 
teenth century, the three voyages of James Cook 
into the Pacific (1769-1779), should have been a 
naval undertaking ordered by the government 
at the urging of scientific and commercial organi- 
zations. The ostensible reasons for all three voy- 
ages were couched in scientific terms: making 
astronomical observations in support of a project 
to develop a new means of calculating longitude 
(which did not work), proving or disproving the 
existence in the South Pacific of a vast, unexplored 
continent (which did not exist), and looking for a 
sea passage from the Pacific to the Atlantic (which 
was not found). 

All these aims were advertised as having sig- 
nificant implications for British trade in them- 
selves, but even more important were the 
“supplemental” explorations that Cook under- 


took: carefully mapping and establishing a Brit- 
ish claim to New Zealand and eastern Australia, 
accurately establishing the positions of many of 
the major island groups of the Pacific (which en- 
abled commercial exploitation of the Pacific to 
become a significant growth industry in the fol- 
lowing half-century), and making the first Euro- 
pean contact with the Hawaiian Islands. The ends 
of science were served by the extensive, if rather 
unsystematic, collections of biological and ethno- 
graphical data put together by the international 
group of scientists who accompanied Cook, but 
the main accomplishments of the voyages were 
economic and political. Indeed, as would be the 
case with most of the hundreds of expeditions 
over the next century and a half that took as their 
models the voyages of Cook and of Cook’s French 
counterpart Louis-Antoine de Bougainville, it is 
next to impossible to separate the commercial 
from the political and scientific aspects of Cook’s 
activities. 


NINETEENTH-CENTURY 
EXPLORATION 


In the nineteenth century, the enterprise of ex- 
ploration became even more standardized and 
professionalized than it had been in the eigh- 
teenth century. Governments, acting in their ca- 
pacities both as promoters of economic 
development and as competitors in international 
politics, continued to sponsor major exploratory 
projects as, for example, the U.S. government did 
when it sent out the expeditions of Meriwether 
Lewis and William Clark (1804-1806) and Zebulon 
Pike (1805-1807) to investigate the newly acquired 
Louisiana territory. The geopolitical aspects of 
these expeditions were highly significant, but 
both were charged to conduct reconnaissance and 
prepare maps in support of trade expansion and 
settlement. Both followed routes that, for the most 
part, had previously been developed by French, 
Spanish, and Native American traders but not, 
mainly for reasons of commercial secrecy, previ- 
ously publicized. In that respect, they resembled 
most of the land explorations undertaken by Eu- 
ropeans in Africa and the interior of Central Asia 
in the nineteenth century. With relatively few 
exceptions, the expeditions of the best-known 


explorers of Africa (Mungo Park, Heinrich Barth, 
David Livingstone, and Henry M. Stanley) fol- 
lowed well-established trade routes and often 
involved the explorers joining a regular trading 
caravan or other enterprise. 

The most significant examples of European 
exploration in the nineteenth century, including 
most of the expeditions of the people mentioned 
earlier, were sponsored by technically private or- 
ganizations rather than by governments, al- 
though often the private organizations received 
state support of various kinds. The premier orga- 
nization of this type was the Royal Geographical 
Society (RGS) of Great Britain, an association with 
close connections to several government depart- 
ments and access to substantial support from busi- 
ness enterprises and humanitarian societies. The 
RGS represented itself first and foremost as a sci- 
entific society, dedicated to revealing to the edu- 
cated public of the entire world the results of 
investigations of the topography, climate, ethnog- 
raphy, and geology of areas that its associates ex- 
plored. It corresponded with and acted as a model 
for geographical societies established in most 
other Western countries. 

Nevertheless, the RGS also conceived of itself 
as a means of expanding commerce, especially 
British trade. Not only did its publications con- 
tain estimates of the economic potential of newly 
explored areas, but it also tended to devote most 
of its resources to supporting the exploration of 
places with substantial potential for increased 
trade. There was nothing particularly covert about 
this aspect of its activities. The connection be- 
tween geographical science and commerce had 
long been recognized as legitimate, and the no- 
tion that Western civilization followed trade into 
non-Western regions was axiomatic in European 
worldviews in the nineteenth century, so that 
there was a distinct humanitarian justification for 
exploration. But the discoveries sponsored by the 
RGS also served as bases for subsequent British 
claims to control of areas through which explor- 
ers traveled and were often planned and publi- 
cized with that intention in mind. 

During the period of almost-hysterical com- 
petition among the imperialist powers to acquire 
overseas colonies in the last quarter of the nine- 
teenth century, geopolitical, economic, and ideo- 


DISCOVERY AND EXPLORATION 277 


logical motives became hopelessly intermingled 
—a development that exaggerated tendencies of 
the same sort already present in the enterprise of 
exploration and framed the connection between 
exploration and trade expansion. An example of 
this can be seen in the journeys of “exploration” 
that preceded and accompanied the violent Eu- 
ropean thrust into the basin of the Congo River 
between the 1870s and the 1890s. King Leopold 
II of Belgium, in his capacity as head of the Inter- 
national African Association (an enterprise pur- 
portedly with humanitarian as well as commercial 
functions), employed Henry Stanley to chart the 
course of the Congo and to develop trading rela- 
tions with peoples along the river’s course. French 
rivals, backed by the French state, hired the ex- 
plorer Pierre de Brazza to do the same thing, giv- 
ing France a claim to the territory north of the 
western Congo. Stanley’s and Brazza’s explora- 
tions were employed at the Berlin West Africa 
Conference in 1884 to mark out some of the 
boundaries of the Congo Free State (the entity 
created for “international” exploitation of the 
Congo under the sovereignty of Leopold.) 

At the same time, Stanley’s expeditions were 
profoundly commercial in character, following old 
routes of trade that had been employed by Afri- 
cans, Portuguese, and, in the upper Congo region, 
by Swahili-speaking slave and ivory traders from 
East Africa. The expeditions were intended, how- 
ever, not just to put existing trade into the hands 
of new European interests, but also and more 
important to see whether the region contained 
the economic resources that had been confidently 
predicted by the proponents of imperial expan- 
sion. From a commercial standpoint, then, 
Stanley’s armed and increasingly violent “explo- 
rations” went far beyond the aim of establishing 
or taking over trading links. 

With the explorations associated with the im- 
perialism of the late nineteenth century and the 
bringing of practically all habitable and economi- 
cally exploitable areas of the earth’s surface into 
public knowledge, the long-standing connection 
between trade and exploration largely came to an 
end. 


Woodruff D. Smith 


See also: Colonization; Empire Building. 
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DISEASE 


Trade had the most direct and irreversible 
impact on the spread of disease throughout 
the globe of any source. 


Before international trading practices, highly com- 
municable diseases such as smallpox, bubonic 
plague, and malaria were controlled by the simple 
fact that small villages, dependent on themselves, 
did not maintain frequent contact with their neigh- 
bors. This fact, coupled with the long distances 
between villages, made the spread of disease across 
a country or continent virtually impossible. 

Many of the diseases that would spread in 
epidemic proportions throughout time can be 
traced to ancient Egypt and India. The first physi- 
cal evidence of smallpox is markings on the mum- 
mified body of Ramses V of Egypt, who died circa 
1160 B.c.z. The primary carrier of bubonic plague 
is the rat scientifically known as Rattus rattus, 
which is indigenous to India and Burma. There 
is evidence that by the fourth millennium B.c.., 
there were trade routes connecting Mesopotamia 
with the Indus Valley. Recorded history also 
shows that around 2600 B.c.£., Egypt had already 
established a route to modern-day Lebanon to 
obtain cedar wood. 


DISEASE AND ASIAN- 
EUROPEAN TRADE 


It was not until international trade between Asia 
and western Europe began to increase that dis- 


eases reached epidemic proportions. Bubonic 
plague (Justinian’s Plague, Black Death) first ar- 
rived in the eastern Mediterranean in the fourth 
century during the reign of Justinian. Most likely, 
rats hiding onboard trade ships from lower Egypt 
or Ethiopia transported it. The fact that R. rattus 
was present in large numbers in Egypt or Ethio- 
pia shows the movement of the plague from In- 
dia, the rat’s native homeland, to Egypt, most 
likely by boat. 

In particular, the use of ships in trade expedi- 
tions was vital to the spread of the plague. Rats, 
who are carriers of the plague, do not normally 
travel great distances in numbers large enough 
to spread disease at dangerous rates. As stow- 
aways on trade ships, however, large numbers of 
rats were transported to Europe, and the plague 
spread quickly. 

The development of ports to receive trade 
goods also served an important function in the 
spread of disease. Most diseases spread through 
the trade industry because they were highly com- 
municable. Diseases such as bubonic plague and 
smallpox thrive in densely populated areas such 
as the towns that developed along coastlines to 
support the trade industry. In China, the plague 
did not appear until the sixth century, almost 200 
years after its first appearance in Europe. The 
outbreak in China, however, was contained pri- 
marily to maritime provinces. 

The most infamous outbreak of plague in 
western Europe in the fourteenth century was the 
result of Italian merchant ships returning from 
the Crimea. Italian merchants, fearful of angry 
Crimean Tatars, took refuge in the castles (cita- 
dels). While under siege, the Tatars suffered an 
outbreak of bubonic plague and some eventually 
succumbed to the disease. Before the Tatars with- 
drew, however, they catapulted infected corpses 
over the citadel walls, thus infecting the mer- 
chants returning to the West. Rats and fleas car- 
ried the disease first to established trade spots in 
Sicily, Genoa, and Venice. From Sicily, trade ships 
carried the plague to North Africa, the Spanish 
coast, Corsica, and Sardinia. Genoa and Venice 
were responsible for the spread of plague into 
northern Italy and then all of western Europe. 
Western Europe and the Hansa ports eventually 
sent the disease to Moscow. 
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Trade spreads disease. Shown here are early eighteenth-century plague victims on the docks of Marseille, France, a major Mediterranean 


trading port. (Courtesy of the National Library of Medicine) 


Historians estimate that at least 25 percent of 
the European population died as a result of the 
Black Death, which slowed the trade industry 
considerably until the late 1400s, when Portugal 
began voyages along the African coastline seek- 
ing a more efficient route to India where spices 
could be obtained. Once this route had been es- 
tablished, the trade industry began to flourish 
again, providing both money and the spirit of 
adventure to explore the world even further. 

Smallpox, which does not rely on animals for 
survival and can be spread by human contact 
alone, had been present in western Asia and the 
Mediterranean since early in the first millennium. 
Though many outbreaks claimed thousands of 
victims, the disease pattern was frequently bro- 
ken because survival and immunity are possible. 
Once a person has been infected, he or she will 
not become sick again. In China, India, and east- 
ern Asia, measures had already been discovered 
to prevent smallpox wherein a healthy person 
would receive a small amount of infected matter 
from a smallpox pustule. On a trip with her hus- 
band, the British ambassador to the Ottoman 
empire, Lady Mary Wortley Montague noticed 


this practice of inoculation and soon popularized 
it in west European countries. 

Although this brought smallpox under rela- 
tive control in countries with a history of expo- 
sure, virgin countries would still suffer great 
devastation as trade routes expanded to encom- 
pass the globe. After their arrival in Mexico and 
Peru, the Spanish immediately began spreading 
not only smallpox, but also measles, typhus, and 
influenza. European explorers owe a great deal 
to disease, which provided the ability to conquer 
vast numbers of cultures—entire villages and 
even tribes—using few resources. As a result of 
an initial outbreak of smallpox and the ensuing 
waves of other disease, it is estimated that ap- 
proximately 90 percent of the indigenous popu- 
lation had disappeared by the end of the sixteenth 
century. 


DISEASE AND THE CONQUEST 
OF THE WESTERN HEMISPHERE 


The loss of the native population in the Western 
Hemisphere opened the door to further expansion 
of trade routes to accommodate the need for labor. 


280 DISEASE 


Because of the threat of malaria, European explor- 
ers had been reluctant to penetrate Africa’s coast- 
line, preferring to conduct trade only in coastal 
towns. The exact origin of malaria is not clear, as 
there is evidence of its existence worldwide before 
the first millennium. It is likely, however, that its 
existence in Africa may be one of the most ancient, 
as native populations possess a genetic immunity. 
Because of its global existence, Europeans were 
aware of the dangers of malaria and could only 
speculate as to the resources of inland Africa. 

The discovery of quinine in 1857, however, 
made it possible for explorers to not only travel to 
the heart of the continent, but also to establish per- 
manent colonies. As indigenous populations in 
North and South America dwindled, succumbing 
to disease, demand for slaves increased and routes 
from Africa to the Americas opened, bringing mil- 
lions of Africans to the Western Hemisphere. 

During the twentieth century, the threat of most 
known diseases and their impact on trade dwindled. 
Although there were occasional outbreaks, modern 
medical advancements made diseases, such as 
smallpox, bubonic plague, and measles, obsolete. 
New diseases, however, continue to appear, such 
as Severe Acute Respiratory Syndrome (SARS) in 
2003, posing different threats to public health safety 
and to economic stability. In 1997, the discovery of 
bovine spongiform encephalopathy (more com- 
monly known as mad cow disease) in Indiana, and 
also in 2003-2004 in Washington, panicked the trade 
market. A sharp decline in the price of beef reflected 
investors’ fear that the public would choose other 
forms of meat as an alternative to beef. In 1996, Brit- 
ain suffered tremendous economic loss as thou- 
sands of head of cattle suspected of carrying the 
disease were slaughtered and destroyed. The threats 
of E. coli and hoof-and-mouth disease have posed 
the same threat to the meat industry, prompting 
trade embargoes. Despite modern advances in both 
medicine and trade practices, the introduction and 
evolution of disease will never cease to have a di- 


rect impact on world trade. 
Kristin A. Karagas 


See also: Black Death. 
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DISPUTES AND ARBITRATION, 
INTERNATIONAL 


Disagreements over trade between people or 
groups of people and their resolution. 


ORIGINS OF INTERNATIONAL 
INVESTMENT ARBITRATION 


The submission of international commercial dis- 
putes to independent arbitration is nearly as old 
as international commerce itself. Since the incep- 
tion of international law, a merchant who ac- 
quired legal interests in another state submitted 
to the sovereign jurisdiction of that state, includ- 
ing its courts and laws. Although it was custom- 
ary since the time of the Visigoths for civilized 
states to accord justice to foreigners on an equal 
footing with nationals, a host state could ulti- 
mately decide to treat foreigners and their respec- 
tive property with unfettered discretion. In those 
early days, contracts, commercial credits, and 
debts incurred abroad and owed by and to for- 
eigners were almost wholly unenforceable in do- 
mestic courts. 

Over time, it was gradually accepted that for- 
eigners were entitled to basic rights such as ac- 
cess to local courts, nondiscriminatory treatment 
by the courts, and the application of justice and 
due process. However, standards of local justice 
varied greatly from state to state, and the percep- 
tion of a denial of justice often persisted. Ulti- 
mately, the protection of the merchant was a 
matter between the host state and the home state, 
and disputes would be settled peacefully through 
diplomacy or by resort to force. Submission to the 
courts of the other trading nation was thus fraught 
with uncertainties and at times led to intrigues. 
To overcome this obstacle to international com- 
merce, merchants inevitably developed special- 
ized forms of independent adjudication for the 
resolution of commercial disputes. 


DISPUTES AND ARBITRATION, 


THE MIDDLE AGES 


Resorting to adjudication by special tribunals to 
resolve controversies between merchants that 
invariably arose in the world of trade and foreign 
investment was evident in late medieval Europe. 
Merchants themselves, ensuring a higher level of 
commercial competence than the courts, usually 
controlled these early tribunals. Disputes were 
settled more quickly and efficiently than litiga- 
tion or, for that matter, diplomacy or reprisal. In- 
deed, the emergence of a complicated nexus of 
finance and commerce stretching across western 
Europe, geared to deal with trade in a wide range 
of goods, has been attributed in part to the suc- 
cess of the early arbitrators. 


THE RENAISSANCE AND THE 
AGE OF EMPIRE 


The arrival of the Renaissance and the discovery 
of the Americas witnessed the emergence of the 
nation-state, which tended to assert more control 
over commerce through policy and judicial inter- 
vention. Mercantilist-thinking European powers 
took the view that the key to power was to sell 
more to foreigners than foreigners sold to them. 
It was the task of the state to encourage or restrict 
the activities of their merchants with that aim in 
mind. Consequently, a private system of dispute 
settlement that allowed foreigners to operate out- 
side the control of the state was seen as a threat 
to the state’s ability to protect its national eco- 
nomic interests. The courts jealously defended the 
powers assigned to them by the state and, while 
knowledgeable arbitrators offered a more effec- 
tive forum for dispute resolution, the absence of 
effective enforcement through a court order pre- 
sented a serious disadvantage. 

With the rapid expansion of overseas trade 
by way of the imperial system, however, the im- 
petus for independent arbitration was reduced. 
Investment in, and trade with, the colonies was 
essentially considered a domestic matter, and co- 
lonial legal systems were integrated into those of 
the imperial legal system. One facet of this inte- 
gration was the extension of European notions of 
individual property rights and the freedom of 
contract to the colonies. The power of the British 
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and Dutch East India Companies, which played 
major roles in the establishment of their states’ 
colonial rule, proved particularly adamant. Since 
the imperial system ensured the protection of the 
flow of capital and goods within the system, and 
the resulting lack of interaction between impe- 
rial systems, there was no need for the develop- 
ment ofa separate system of law for the protection 
of foreign investments. Trade and investment 
boomed, and the need for devising an interna- 
tional law respecting foreign investment proved 
minimal. 


EXTRATERRITORIALITY 


Outside the imperial system, the use of force to 
settle investment disputes was a frequent occur- 
rence. European powers and the United States 
often invoked diplomatic protection on behalf of 
their nationals investing in the independent en- 
claves of Asia, the Middle East, Africa, and Latin 
America. Doctrine was constructed to justify such 
apparent breaches of international law. It asserted 
that foreign merchants ought to be treated in ac- 
cordance with some external standard on the as- 
sumption that the standards of treatment 
provided to nationals in a host state may be un- 
acceptably low, and that home states could inter- 
vene to stop any injustice resulting to their 
nationals abroad. An injury to a national was an 
injury to the nation, which gave rise to a claim by 
the home state against the state that caused the 
injury. 

The Europeans and Americans were particu- 
larly aghast at the jurisprudential gap, delay, dis- 
crimination, inadequacy of local laws, and judicial 
corruption that their nationals were confronted 
with while doing business abroad. However, 
while they viewed their “extraterritoriality” as a 
necessary reaction to the injustices that their na- 
tionals suffered, it caused as much resentment in 
the host states as colonialism had caused in others. 


COMMUNISM 


The taking of foreign property that proved a com- 
mon element in early disputes took on a new char- 
acter with the rise of communism from 1917 
onward. Whereas earlier expropriations were jus- 
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tified on the basis of nationalistic legal doctrine, 
the expropriations and nationalizations that oc- 
curred with the Russian Revolution and the 
spread of communism in Europe were justified 
on the basis of economic philosophy. This accel- 
erated the debate about the standards that should 
be satisfied to make such interference with for- 
eign property acceptable in terms of international 
law. Many claims that arose as a result of the en- 
suing nationalizations were settled by lump-sum 
agreements that presented an effective compro- 
mise. However, this expediency did not resolve 
the issue about which standard had to be satis- 
fied for a valid interference with foreign prop- 
erty rights. 


CALVO DOCTRINE 


An opposing school of thought was developed 
in 1885, which came to be known as the Calvo 
Doctrine. The Calvo Doctrine was actually an ex- 
tension of the earlier viewpoints of Francisco de 
Vitoria (De Indis, III, 5), who argues during the 
period of Spanish colonial expansion that foreign 
traders should be given equality with national 
traders. Carlos Calvo, an Argentine foreign min- 
ister and jurist, wrote that “aliens who established 
themselves in a country are entitled to the same 
rights of protection as nationals, but they cannot 
claim any superior measure of protection.” The 
United States had adopted a similar view in the 
early period after its independence from the Brit- 
ish empire in the eighteenth century. 

However, after it emerged as a regional eco- 
nomic power, the United States insisted that its 
Latin American neighbors provide treatment to 
U.S. investors in accordance with international, 
rather than local standards. For their part, however, 
the Latin Americans adopted a series of conven- 
tions, laws, and even constitutions that enshrined 
the Calvo Doctrine. The Calvo Doctrine was 
adopted by the First International Conference of 
American States (Washington, DC, 1889) and in- 
cluded in the Convention of the Rights and Du- 
ties of States adopted at the Seventh International 
Conference of American States (Montevideo, 
1933). Moreover, investment in Latin America was 
often conditional on the insertion of a “Calvo 
Clause,” whereby a foreign investor would agree 


INTERNATIONAL 


to be governed by the laws of the host state and 
to waive the right to diplomatic protection by its 
home state. The Calvo Doctrine illustrated the 
clash in approach between Latin America and the 
United States toward protection of property 
rights. 


FRIENDSHIP, COMMERCE, AND 
NAVIGATION TREATIES 


American commercial policy did not always rely 
on the use of force. Throughout this period and 
even earlier, the United States entered into vari- 
ous bilateral economic agreements with other 
countries relating to, among other things, the pro- 
tection of foreign property. These so-called friend- 
ship, commerce, and navigation treaties (FCNs) 
did not focus on the regulation of foreign invest- 
ment so much as on the facilitation of trade. How- 
ever, they did cover a wide range of relevant 
subject matters, including the right of entry, ac- 
cess to local courts, enforceability of arbitral 
awards, the right to engage technical experts, 
questions concerning the lease of land, taxation, 
customs treatment of commercial travelers, treat- 
ment of products, and consultations regarding 
business practices. The FCNs were the forerun- 
ners of the bilateral investment treaties (BITs) that 
would take precedence in the post-World War II 
era discussed in greater detail later on. 


THE GENEVA CONVENTION 
OF 1927 


Efforts to improve the legal efficacy of arbitration 
began in earnest after World War I. The 1923 Pro- 
tocol on Arbitration Clauses is considered the first 
agreement with the objective of recognizing and 
enforcing arbitration conventions and decisions 
rendered in pursuance of these conventions. This 
protocol was primarily devised to have contract- 
ing states recognize the validity of an agreement 
in which the parties to a contract agree to submit 
to arbitration any resulting commercial disputes. 
The Geneva Convention of 1927 supplements the 
1923 protocol by binding the contracting states to 
recognize and enforce foreign arbitral awards 
made pursuant to an agreement covered by the 
protocol. 


DISPUTES AND ARBITRATION, 


The flow of trade and investment slowed 
in the interwar years because of the prevalence 
of disparate national laws governing interna- 
tional trade and investment and divergent 
views on the standards of protection for foreign 
traders and their property. By World War II, the 
desire for specialized independent arbitration 
to settle commercial disputes was as strong as 
ever. 


INTERNATIONAL INVESTMENT 
ARBITRATION IN THE POST- 
WORLD WAR II ERA 


A new era dawned in international investment 
arbitration after World War II, most notably relat- 
ing to investment disputes involving the cancel- 
lation of various oil concessions. Examples include 
what are commonly referred to as the Libyan 
nationalization cases arising out of the repudia- 
tion of petroleum concessions in Libya by the 
revolutionary government of Colonel Muammar 
Qaddafi in the 1971-1974 period, as well as the 
AMINOIL v. Kuwait arbitrations resulting from the 
termination of petroleum concessions by the gov- 
ernment of Kuwait in 1977. The increasing use of 
independent arbitration owed much to the de- 
velopment of a number of multilateral initiatives 
recommending reliance on international commer- 
cial arbitration for the resolution of investment 
disputes. 


THE NEW YORK CONVENTION 


The most significant development for the precipi- 
tous rise in reliance on arbitration as an effective 
means of resolving international commercial dis- 
putes occurred in 1958 with the adoption of the 
New York Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards (the New 
York Convention). The New York Convention 
established rules for internationally sanctioned 
arbitration and provides for the recognition and 
enforcement of arbitration awards that conform 
to its rules. For example, it required that the do- 
mestic courts of contracting states refuse to allow 
a dispute that is subject to an arbitration agree- 
ment to be litigated in domestic courts. The New 
York Convention represented a significant im- 
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provement to the Geneva Convention of 1927 by 
eliminating the need for judicial confirmation of 
an award (“double exequatur”), greatly circum- 
scribing the grounds on which a court may de- 
cline enforcement of an arbitral award and 
shifting the burden of proof concerning the va- 
lidity of an award to the resisting party. Regional 
conventions by the European Convention on In- 
ternational Commercial Arbitration of 1961 and 
the Inter-American Convention on International 
Commercial Arbitration of 1975 have supple- 
mented the New York Convention. There were 
131 signatories to the New York Convention as of 
October 2002. 


INTERNATIONAL CENTER FOR 
THE SETTLEMENT OF 
INVESTMENT DISPUTES 


By the early 1960s, resurgence in the incidence of 
nationalization and expropriation of foreign invest- 
ments, this time largely by developing countries 
emerging from colonialism, prompted the World 
Bank to devise a multilateral agreement facilitat- 
ing the resolution of investment disputes between 
foreign private investors and host governments. 
The convention made it possible for nonstate en- 
tities to sue states directly for compensation. The 
Washington Convention of 1965 founded the In- 
ternational Center for the Settlement of Investment 
Disputes (ICSID). ICSID accommodates the settle- 
ment of investment disputes by offering proce- 
dures for either conciliation or arbitration and, as 
of the end of 2003, 154 states had signed the ICSID 
Convention and of these, 140 had completed the 
process of ratification. 

These procedures are available to disputing 
parties that satisfy the following conditions: the 
home country of the investor and the host state 
of the investment must be parties to the Wash- 
ington Convention, the parties must consent to 
submit their dispute to ICSID, and the dispute 
must arise directly out of an investment. There- 
fore, the convention could only be invoked where 
both the national state of the investor and the state 
party to the case were parties to the convention. 
However, since 1978 ICSID has also offered an 
“additional facility” to assist in providing arbitra- 
tion or conciliation proceeding even in instances 
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where one of the parties is not a contracting state 
or the national of a contracting state, provided 
that both parties consent to the proceedings. 

The enforcement of ICSID awards is a distin- 
guishing characteristic of ICSID arbitration rela- 
tive to international commercial arbitration and 
state-to-state arbitration. The awards of tribunals 
arbitrated under the auspices of ICSID are recog- 
nized as binding and having the effect of res ju- 
dicata by all contracting states of the Washington 
Convention and guarantee that awards shall be 
enforced by the member states as if they were fi- 
nal judgments rendered by their own courts (Ar- 
ticle 54). However, the parties to the proceedings 
offered under the additional facility, by virtue of 
the reality that they take place outside the provi- 
sions of the Washington Convention, rely on na- 
tional law for the enforcement of the arbitrator’s 
decision. As a result, to ensure the efficacy of its 
awards and to ensure that pecuniary obligations 
can be enforced, the additional facility rules pro- 
vide that proceedings may only be held in coun- 
tries that are party to the New York Convention. 

Despite a relatively slow start, the number of 
ICSID arbitrations has progressively increased 
with each passing decade. In the four decades of 
its existence, the ICSID has registered 129 arbitra- 
tions, with most of the cases coming in the last 
decade. Part of this growth can be attributed to 
the inclusion of provisions in international invest- 
ment contracts entered into by states consenting 
to the jurisdiction of ICSID for resolving disputes. 
In addition, similar provisions can now be found 
in most BITs, as well as provisions contained in 
multilateral agreements such as the North Ameri- 
can Free Trade Agreement (NAFTA). 


UN COMMISSION ON 
INTERNATIONAL TRADE LAW 


Another significant development facilitating the 
growth of international arbitration, particularly 
under the New York Convention, was the adop- 
tion of the UN Commission on International Trade 
Law (UNCITRAL) Arbitration Rules in 1976. Al- 
though these rules were primarily devised for use 
in ad hoc arbitrations, several of the major arbitral 
institutions in the world now offer to administer 
arbitrations in accordance with the UNCITRAL 
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Arbitration Rules if the disputing parties so desire. 
The UNCITRAL Arbitration Rules offer a flexible 
methodology for the settlement of disputes as they 
were devised with the intention of promoting more 
functional procedural guidelines adaptable to vari- 
ous legal traditions around the world. Indeed, the 
only explicit limitation on the flexibility of these 
rules can be found in Article 15(1), which states 
that an arbitration tribunal may proceed in what- 
ever manner “it considers appropriate” so long as 
the “parties are treated with equality.” Indeed, one 
may refer to flexibility and equality as the two most 
basic hallmarks of the UNCITRAL Arbitration 
Rules. 

The UNCITRAL Arbitration Rules were given 
their first thorough trial at the Iran—United States 
Claim Tribunal. Americans against Iran, Iranians 
against the United States, and the two govern- 
ments against each other established this tribu- 
nal pursuant to the 1981 Algiers Accord in the 
aftermath of the Iranian revolution to adjudicate 
commercial claims. Commentators have called 
the tribunal “the most significant arbitral body 
in history,” and its decisions have been referred 
to as a “gold mine of information for perceptive 
lawyers.” 

The achievements of the Iran—United States 
Claims Tribunals is a model for the peaceful settle- 
ment of commercial and investment disputes 
given the relentless hostility that has existed be- 
tween the two national parties throughout its 
existence. It must be viewed as a gigantic experi- 
ment in international dispute resolution that can 
be set apart from other arbitral bodies. First, un- 
like most earlier bilateral claims commissions, the 
other did not create it in the aftermath of the de- 
feat of one party. Second, the tribunal is clearly 
distinguishable based on the sheer number of 
cases before it and their complexity. In fact, the 
total amount of awards will substantially exceed 
the total amount awarded by all previous inter- 
national claims tribunals combined by the time 
this tribunal concludes its work. This tribunal has 
been faced with more than 4,000 claims encom- 
passing issues of expropriation, contracts, and 
many other questions and has assumed the ap- 
pearance of a full-fledged court system in certain 
respects. The tribunal has also proven effective 
because of the existence of a security account to 
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guarantee the payment of awards to successful 
complainants. 


BILATERAL INVESTMENT 
TREATIES AND NAFTA 


After the New York Convention, ICSID Conven- 
tion, the ICSID “Additional Facility,” and the 
UNCITRAL Arbitration Rules, the next significant 
post-World War II development in international 
investment arbitration was the promulgation of 
the investor-state provisions under BITs. The first 
BIT was concluded between the Federal Repub- 
lic of Germany and Pakistan in 1959. Subsequent 
attempts by a burgeoning number of countries, 
particularly developing countries, to improve 
their investment climate ensured that BITs became 
a critical element of foreign economic policy. Ac- 
cording to the UN Conference on Trade and 
Development's 2003 World Investment Report, as 
of 2002, approximately 2,181 BITs were concluded, 
the majority between developed and a develop- 
ing country. The recent trend, however, has been 
that many developing countries are negotiating 
and concluding BITs among themselves, repre- 
senting approximately 45 percent of all BITs. 
BITs contain various substantive provisions 
assuring foreign investors that their investments 
will be accorded national treatment, guarantees 
against expropriation, minimum standard of treat- 
ment, most-favored-nation treatment, and prohi- 
bition against performance requirements and 
capital transfers. In the event of a disagreement 
between the foreign investor and the host coun- 
try, BITs contain dispute settlement procedures for 
the submission of disputes to arbitration. The emer- 
gence of a myriad of such agreements has eased 
the flow of foreign investment and development. 
The legal obligations contained in BITs are vir- 
tually identical to those contained under NAFTA‘s 
Investment Chapter (NAFTA Chapter 11). NAFTA 
came into force on January 1, 1994, with the gov- 
ernments of Mexico, the United States, and 
Canada as signatories. While there are many rea- 
sons why the entering into force of NAFTA was 
significant, one of the features of NAFTA that 
stood out was that it was the first regional, 
plurilateral or multilateral trade agreement that 
permitted private investors to pursue dispute 
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settlement directly against governments under 
NAFTA Chapter 11. NAFTA also represented the 
first time that such investor-state dispute settle- 
ment provisions were agreed as between two de- 
veloped countries—Canada and the United States. 
As in BITs, certain classic international trade law 
obligations requiring a certain level of treatment 
of signatory foreign investors governed by inter- 
national law are codified in NAFTA. 


NATIONAL TREATMENT 
(NONDISCRIMINATION) 


All investment treaties, including multilateral 
trade treaties such as the World Trade Organiza- 
tion (WTO) Agreements, contain provisions that 
require governments to regulate foreign investors 
in the same manner as domestic competitors. 
Under the national treatment obligation, all gov- 
ernment measures must treat domestic and for- 
eign investors equally to avoid any discrimination 
or favoritism for local competitors. The foreign and 
domestic competitors compared must be compet- 
ing in the same economic or business sector and 
must therefore be in like circumstances or like situ- 
ations. The development of international arbitral 
precedents to date (mainly under NAFTA Chap- 
ter 11) has softened the national treatment obli- 
gation, and tribunals have permitted governments 
to treat foreign and domestic investors differently 
if such treatment is carried out for a reasonable 
and justified public policy reason. 

Investor-state arbitration panels have generally 
followed the approach contained under the WTO’s 
GATT Article XX exceptions that permit WTO 
members to discriminate against foreign imports 
if it can be justified as necessary for the protection 
of certain public policy goals such as protecting 
human health and the environment. For example, 
it is conceivable that in regulating for environmen- 
tal protection or for the protection of the health of 
their citizens governments may ban or treat for- 
eign products or investors differently. Investor- 
state arbitration panels have reasoned that if the 
government can prove that such differential treat- 
ment is necessary to achieve such public policy 
goals, then such discrimination of foreign inves- 
tors may be justified, thereby permitting a viola- 
tion of the national treatment obligation. 
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EXPROPRIATION OF PROPERTY 


All BITs and NAFTA Chapter 11 contain a provi- 
sion codifying the ability of governments to ex- 
propriate or take away the property of foreign 
investors. NAFTA Chapter 11 and international 
law permit governments to expropriate the prop- 
erty of foreign investors so long as certain condi- 
tions are met, the most important of which is the 
payment of prompt, adequate, and effective com- 
pensation for the expropriated property. NAFTA 
Chapter 11 requires the government to meet the 
following conditions when lawfully expropriat- 
ing a foreign investor’s property: 


* It is done for a public purpose 

¢ It is performed on a nondiscriminatory basis 

* Done in accordance with due process of law 
consistent with the international law mini- 
mum standard of treatment 

¢ Upon the payment of compensation 


MINIMUM STANDARD OF 
TREATMENT UNDER 
INTERNATIONAL LAW 


Unlike the national treatment obligation that 
represents a relative obligation (e.g., comparing 
treatment of domestic versus foreign investors), 
the minimum standard of treatment is an abso- 
lute standard that obliges governments to pro- 
vide foreign investors with a minimum level of 
treatment below which regulatory conduct can- 
not fall. The international law standard is based 
on international law principles of pacta sunt 
servanda (good faith), arbitrariness, denial of jus- 
tice, fair and equitable treatment, and full pro- 
tection and security. 

The international law or minimum standard 
of treatment delocalizes the characterization of the 
treatment and adjudges government conduct to- 
ward foreign investors against an international 
standard. Accordingly, BITs and NAFTA mark a 
victory over the Calvo Doctrine. However, the 
exact scope and content of this legal obligation 
has been the subject of extensive debate and con- 
sideration by investor-state arbitration tribunals 
over the past decade, especially in the context of 
NAFTA Chapter 11. 
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MOST-FAVORED-NATION 
TREATMENT 


NAFTA Chapter 11 and most investment treaties 
provide for most-favored-nation (MEN) treatment 
to signatories and nonsignatories. This ensures 
that the host government is providing a level of 
treatment to the other government's foreign in- 
vestors and that this level of treatment is at least 
equivalent to that provided to foreign investors 
of other nonparties. The difference between MFN 
and national treatment is that MFN treatment 
provides a guarantee of treatment that may be 
provided to nonsignatory foreign investors that 
are in the same sector, while national treatment 
applies only when comparing like investors in the 
signatory countries. 


PERFORMANCE REQUIREMENTS 


The prohibition against performance require- 
ments ensures that the host government does not 
impose conditions on the investment of the for- 
eign investor requiring the investor to make cer- 
tain commercial decisions that it otherwise may 
not make. For example, under NAFTA Chapter 
11 an investor cannot be required by a NAFTA 
government to “export a given level or percent- 
age of domestic content.” Such prohibitions on 
performance requirements exist in some form in 
most investment treaties with the goal of such 
provisions being to ensure that there is minimal 
governmental interference with the “establish- 
ment, acquisition, expansion, management, con- 
duct or operation of an investment of an investor.” 
The underlying theory is that such investment 
decisions ought to be made solely on the basis of 
commercial and comparative cost considerations 
and should not be dictated by government barri- 
ers that attempt to achieve other ancillary policy 
goals such as helping to augment a country’s 
scarce foreign exchange reserves or to artificially 
bolster domestic production. 


CAPITAL TRANSFERS 


The obligation to permit free capital transfers is 
contained in all investment treaties and ensures 
that foreign investors will be able to repatriate 
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their profits derived from their investments in 
the territory. For example, the U.S.-Ukraine BIT 
contains the following obligation, common to all 
BITs: 


Each Party shall permit all transfers related to 
an investment to be made freely and without 
delay into and out of its territory. Such trans- 
fers include: (a) returns; (b) compensation 
pursuant to Article III; (c) payments arising 
out of an investment dispute; (d) payments 
made under a contract, including amortiza- 
tion of principal and accrued interest pay- 
ments made pursuant to a loan agreement; 
(e) proceeds from the sale or liquidation of all 
or any part of an investment; and (f) addi- 
tional contributions to capital for the mainte- 
nance or development. 


This obligation is essential in giving multi- 
national businesses the confidence they need to 
invest in other countries freely without the fear 
that capital controls will block the repatriation 
of profits. 


JURISPRUDENCE 


With the caseload of ICSID growing at a rapid 
rate over the past decade, the number of interna- 
tional arbitral panels interpreting international 
investment obligations is increasing and is creat- 
ing a large body of jurisprudence of interest to 
both practicing international lawyers and aca- 
demics. The number of investor-state arbitrations 
that have been brought under NAFTA Chapter 
11 and the UNCITRAL Arbitration Rules have also 
created a growing body of international jurispru- 
dence in the area of investor-state arbitration. 
Since 1999, there have been seven final awards 
issued in disputes involving all three NAFTA par- 
ties, with many arbitrations now pending. 


THE FUTURE OF INTERNATIONAL 
INVESTMENT ARBITRATION 


International arbitration as a means of settling 
disputes has come a long way. Commercial dis- 
putes involving a foreign investor and a govern- 
ment no longer require the home government 
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to hold a claim on its behalf. With the growing 
globalization and integration of the international 
economy, the institutional and treaty-based de- 
velopments in the post-World War II era have 
made international arbitration more accessible for 
foreign investors. In turn, this has provided un- 
precedented prominence and importance to this 
method of dispute settlement. The ICSID, 
UNCITRAL, the NAFTA investor-state provi- 
sions, combined with a plethora of major inter- 
national commercial arbitral institutions, have 
made international investment arbitration a 
highly accessible tool for settling large and com- 
plex disputes. The exponential growth of BITs and 
the growth in international arbitral disputes be- 
ing brought before these institutions, as well as 
through ad hoc arbitration, will require contin- 
ued institutional, academic, and professional at- 
tention. As with all major global developments, 
the institutions and professionals (lawyers, arbi- 
trators, and professors) that specialize in inter- 
national arbitration must continue to ensure that 
the rules and institutions remain current and at- 
tuned to the needs of parties requiring interna- 
tional dispute settlement. 


Ali Ehsassi, Nick Covelli, and Rajeev Sharma 


See also: General Agreement on Tariffs and Trade; North 
American Free Trade Agreement. 
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DONKEY 
A mammal resembling a small horse. 


Its Latin name is Equus asinus, from where the 
shortened term “ass” is derived. Although it is a 
member of the horse family, the donkey is much 
smaller and is fairly easily domesticated. 

Donkeys average 3.9 feet (shoulder height) 
and have a gray or brown coat, long ears, and an 
unusually large head. It is believed that Egyptians 
domesticated the donkey around 4000 B.c.k. It is 
much steadier on its hooves than a horse and, 
therefore, it is better on trails. It also has a longer 
life span (twenty-five to fifty years) than the av- 
erage horse (eighteen years, with many reaching 
thirty years as well). 

Originally, donkeys were desert dwellers. 
With the scarcity of food, it was impractical for 
donkeys to live in large herds, as such, this made 
them the perfect animal for carrying goods 
across the various desert trade routes. Its desert 
origins demanded that the donkey be hearty; it 
can be sustained on less food than a horse. Al- 
though donkeys are slower and less powerful 
than horses, their instincts also allow them to 
be more dependable. They are less likely to en- 
gage in any activity that they deem frightening 
or dangerous. No amount of force can convince 
a donkey to do anything that it sees as poten- 
tially harmful. The donkey’s loud and distinc- 
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Donkeys, beasts of burden first domesticated in prehistoric times, 
have served as a transport for trading commodities virtually since 
trade began. (Library of Congress) 


tive bray allowed for communication between 
the animals, and their large ears also aided in 
communication. 

Historically, donkeys have been used for a 
variety of tasks. One such task was to protect 
sheep. Shepherds kept a donkey with their 
sheep at night to keep them safe and its bray- 
ing scared off some predators while shepherds, 
after hearing the donkey’s alarm, could protect 
against more vicious animals. Donkeys were 
also used to halter break a foal. This involved 
tying the foal’s halter to a calm and trustwor- 
thy donkey. The donkey walks where it pleases, 
and the foal has no choice but to follow. When 
the foal is released, it does not associate this 
trauma with humans. By far the most common 
use for the donkey has been as a beast of bur- 
den. The trade routes through Asia and Africa 
were critically important to the societies living 
there, and few animals were capable of making 
the trek. 


Overland trade in Asia from 1000 B.c.£. to 
1400 c.z. was important. The trans-Asian route 
known as the Silk Road that encompassed East 
to West traffic in Chinese silk was important to 
Europeans. Trading involved crossing the Gobi 
Desert area of Asia (modern-day Mongolia). 
Mountains bound the Gobi, which is about 
500,000 square miles. Several caravan trails dat- 
ing from ancient times cross the Gobi region, and 
donkeys were one of the only animals capable 
of crossing both the desert and the mountain- 
ous terrain. There were several other important 
trade routes. For example, those through Irbil 
(ancient Arbela), a city in northern Iraq, and 
through Kashan, a city in central Iran, located in 
Tehran Province, both required donkeys because 
of the desert travel involved. 

Caravan trade was the name applied to groups 
of pilgrims or merchants organized for mutual help 
and protection against the hazards of travel, par- 
ticularly in the deserts of Asia and Africa. On these 
journeys, many of which covered long distances, 
the beasts of burden most frequently used were 
the camel and donkey. The animals were tradition- 
ally arranged in a single file, which in larger cara- 
vans extended for over six miles. Trade caravans 
figured prominently in the history of Asia and Af- 
rica. Wars were fought for control of caravan routes, 
many of which, for centuries, were the only arter- 
ies of communication and trade between parts of 
the various empires, and donkeys figured promi- 
nently in all these trade routes. 

Pilgrims on their way to the holy city of Is- 
lam, Mecca, particularly the groups that assemble 
annually in Cairo and in Damascus, Syria, formed 
the most celebrated caravans, even today. Groups 
en route from these cities sometimes consist of 
several thousand people, and the number of cam- 
els or donkeys used for the journey may be more 
than 10,000. 


Jeannine Loftus 


See also: Caravans. 
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DRAKE, SIR FRANCIS 
(1540-1596) 


The first Englishman to circumnavigate the 
globe. 


Sir Francis Drake came from a seafaring family in 
Devonshire. His uncle, Sir John Hawkins, was 
among the first of the “sea dogs,” English ship 
captains who raided Spanish and Portuguese 
holdings in Africa and the New World on behalf 
of their country and their queen Elizabeth I. While 
Hawkins was content with harassing the slave 
trade, his nephew was far more ambitious. In 
1572, he devised a plan to attack Nombre de Dios, 
a Spanish port on the Caribbean coast of Panama. 
Twice a year, Spanish treasure ships sailed out of 
Nombre de Dios loaded with silver brought from 
the mines of Peru. While Drake’s attack failed to 
capture much treasure, the trip won him a repu- 
tation for daring in his own country, and struck 
fear throughout the Spanish empire, where he 
was forever known as “The Dragon.” 

In 1577, Drake sailed from England with 164 
men in 5 ships on an expedition that would take 
him into the Pacific Ocean by way of the Straits 
of Magellan. Drake later reported that Queen 
Elizabeth planned the trip herself to interfere with 
Spanish trade in the Far East. As the fleet entered 
the Straits of Magellan, Drake changed the name 
of his flagship from the Pelican to the Golden Hind. 
The ships passed through the straits in just three 
days and headed north into the Pacific. A storm 
hit and continued for three weeks, scattering the 
fleet 600 miles to the southwest. Drake lost three 
ships in the storm, and after another squall, the 
Elizabeth became separated from the Gold Hind 
and sailed for home. 

With only eighty men and one ship remain- 
ing, Drake pressed on. He had already discovered 
Cape Horn, and he now continued north attack- 
ing Spanish ships and colonial towns in Chile, 
Peru, and Mexico. Drake sailed out of Spanish 
territory and continued up the western coast of 
North America. He probably sailed close to 
Vancouver Island and may even have made it all 
the way to the Arctic Circle. Drake and his crew 
returned south to California where they spent the 
summer with the local American Indians. Finally, 
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Sir Francis Drake, the first Englishman to circumnavigate the globe, 
helped lay the foundations for the British empire by preying on Span- 
ish towns and fleets, bringing in revenue to the English Crown in 
the sixteenth century. (Library of Congress) 


they set sail for the Spice Islands where the local 
sultan proposed an alliance with the English 
against the Portuguese. With his ship laden with 
gold, silver, gems, and now cloves, Drake headed 
around Africa for home, arriving in England in 
September 1580. 

Drake’s treasure amounted to 300,000 pounds, 
which was quickly stored in the Tower of Lon- 
don. Queen Elizabeth used part of the treasure 
to pay off her foreign debt. She invested another 
42,000 pounds in the Levant Company. Profits 
from this company were later used to establish 
the British East India Company. For his services, 
Drake was knighted and received 10,000 pounds 


(1540-1596) 


from the take with his crew dividing another 
10,000 pounds among themselves. Drake later 
served as vice admiral of the English fleet that 
defeated the Spanish Armada. He died of a fever 
while raiding Spanish pearl fisheries in Puerto 
Rico and was buried at sea off the coast of Panama. 


Mary Stockwell 


See also: British Empire; Spanish Empire. 
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DRUGS 


Natural or artificial substances, obtained le- 
gally or illegally, to treat a disease, reduce 
pain, or alter one’s behavior or perception. 


The production, use, and trade of drugs have been 
around since ancient times. From alcohol in Egypt, 
to opium in Sumer, and coca in the Inca empire, 
people have long used drugs for religious ceremo- 
nies as well as medicinal and recreational purposes. 
The international trade of drugs also has a long 
history, often riding on the back of, or causing, con- 
quest. European crusaders brought hashish back 
from the Middle East while the colonization of the 
Americas led to the rapid spread of tobacco 
throughout Europe. The opium trade later sus- 
tained the British empire. While individual gov- 
ernments have long sought to control drugs, the 
international community did not begin to address 
the issue until the twentieth century. Despite bil- 
lions of dollars spent on education and law enforce- 
ment programs, the drug industry is still booming. 

It is important to be precise when discussing 
drugs for several reasons. First, drugs have his- 
torically been substances that were derived from 
plants and then processed into a consumable 
form. This means that some plants have been 
cultivated by certain societies for food and fiber, 
rather than for the plant’s narcotic or psychoac- 
tive properties. For example, Chinese were con- 
suming hemp seeds as food by 4000 B.c.£., using 
it for medicinal purposes by 2700 B.c.£., and were 


cultivating it for food and fiber by 1500 B.c.£., but 
have never used the drug recreationally. Finally, 
what is an acceptable medicine at one place and 
time is a threat to society and morality at another. 

This entry focuses on substances used by hu- 
man beings for narcotic, intoxicating, stimulating, 
and psychoactive purposes. Also, it is only pos- 
sible to address those drugs that have had the larg- 
est impact in terms of cultivation, use, and trade, 
especially drugs derived from the poppy seedpod 
(opium and heroin), coca leaf (cocaine), and hemp 
plant (marijuana and hashish) and synthetic 
drugs. 


EARLY HISTORY OF DRUGS: 
ISOLATED DISCOVERIES AND 
REGIONAL TRADE 


It is impossible to know when the first human 
being, searching for food, ate a substance that had 
significant psychological and physical effects. In- 
deed, from coca leaves to mushrooms human 
beings have knowingly used naturally occurring 
drugs for thousands of years. While some drugs 
were eaten to help people survive in harsh con- 
ditions such as the Andes, others were included 
in medicines and used in religious ceremonies. 

The cultivation of plants for their psychologi- 
cal and physical effects goes back as far as civili- 
zation itself. Sumerians developed the world’s 
first irrigation system, which led to the first city- 
states around 3500 B.c.£. The Sumerians domesti- 
cated a number of plants, including what they 
referred to as their “joy plant,” opium poppy. 
Soon, Sumerians and Egyptians were both brew- 
ing beer, while people in China and the Andes 
were cultivating tea and coca, respectively, for 
their stimulating effects. 

The Sumerians traded and fought with groups 
across the region, exchanging knowledge of agri- 
cultural production and processing techniques. 
The special significance of the opium poppy plant 
to the peoples of Mesopotamia is shown by the 
fact that “joy plant’ was one of the first pictograms 
created and that this pictogram along with other 
images of the poppy flower can be found on the 
jewelry, coins, vases, and tombstones of various 
groups. The Sumerians passed on their knowledge 
of the poppy plant to the Assyrians, who in turn 
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passed it on to the Babylonians as successive 
groups took control of Mesopotamia. 

By 1300 B.c.£., trade and conflict had spread 
the poppy plant to Egypt, which quickly estab- 
lished poppy plantations along the Nile River. The 
Egyptian capital of Thebes was the central pro- 
duction, processing, and distribution point for the 
white poppy that would become its namesake, 
opium thebaicum. Thebes’s white poppy fields be- 
came famous as its cultivators traded throughout 
the Mediterranean Sea area, including Greece, 
Carthage, and Europe. 


OPIUM TRAVELS TO GREECE 
AND BEYOND 


Hesiod (eighth century B.c.£.) provided the first 
written record of opium in Greece, discussing a 
city near Corinth known as Mekone, literally 
“Poppy-town.” The Greek deity Demeter discov- 
ered the poppy’s fruit at Mekone, which gave rise 
to an extensive cultivation by the time of Hesiod’s 
writing. The importance of opium to Greek reli- 
gious beliefs is shown by the extensive use of 
poppy flowers when representing gods and god- 
desses, especially the gods Hypnos (sleep), Nyx 
(night), and Thanatos (death). 

Opium was also used extensively in Greek 
medicine. Hippocrates, the “father of medicine,” 
distinguished among the red, black, and white 
poppy, noting the respective therapeutic quali- 
ties of using unripe, ripe, and baked poppy. He 
believed that opium was especially useful in treat- 
ing internal and women’s diseases. He also men- 
tioned the use of poppy juice as a hypnotic and 
narcotic drug, while dismissing the plant’s sup- 
posed magical powers. Aristotle also wrote and 
taught about opium. His student, Alexander the 
Great, then gave opium to his soldiers to sustain 
them as they conquered everything on their way 
to Persia and India during the fourth century B.c.E. 


DECLINE OF OPIUM, 
EMERGENCE OF COCA 


Greeks, Arabs, and Romans continued using 
opium as a sedative until the end of the Roman 
empire. Opium use in the Mediterranean de- 
clined throughout the Dark and Middle Ages as 
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regional trade collapsed. Arab traders continued 
eastward, introducing opium to China in 400 c.. 
Opium did not become prevalent in either India 
or China, however, until 1000, and then prima- 
rily for medicinal purposes. 

While opium had been cultivated, processed, 
and traded since the beginning of civilization, 
the use of the coca leaf remained relatively un- 
changed for thousands of years. People living in 
the Andes used coca leaves for medicinal and 
religious purposes since 3000 B.c.z. Chewing coca 
leaves relieves hunger and offers some nutri- 
tional value as well as protection against the de- 
bilitating effects of living at high altitudes. 
Nonetheless, it was not until the emergence of 
the Inca empire around 1200 that coca was culti- 
vated on a large-scale basis. Incan priests used 
coca in their religious rituals as well as in their 
medicines, but restricted the general popula- 
tion’s use of the drug. 


FROM THE AGE OF EXPLORATION 
TO COLONIZATION: THE EXPLOSIVE 
REEMERGENCE OF OPIUM 


Europe rediscovered medicinal opium just as its 
explorers were navigating the globe looking for 
new territory. “Stones of Immortality,” laudanum 
painkillers made with opium thebaicum and cit- 
rus juice, were introduced in 1525, starting an in- 
dustry of opium-based medicines. Portuguese 
traders began shipping opium from India to 
China through the newly established colony of 
Macao by the middle of that century. Concerned 
about the domestic supply, Queen Elizabeth I 
chartered ships in 1606 with the orders to bring 
the highest quality opium from India to England. 
Colonization also introduced two New World 
drugs, tobacco and coca leaves, to the Europeans. 
While tobacco spread rapidly, coca did not. The 
Dutch took over the Portuguese opium trade 
around the turn of the seventeenth century, and 
were then overtaken by the British. 

The British East India Company took over 
political power of the Kingdom of Bengal in 1757 
to gain control of the region’s opium production. 
Colonizing South Asia thus gave Great Britain an 
effective monopoly on trade in South and East 


Asia. Opium addiction became such a problem 
in China that emperors passed several edicts 
against the trade and consumption of opium. 
They later appealed to the British to curb the 
opium trade. Nonetheless, opium trade and ad- 
diction continued to rise. Before taking over the 
opium trade, the British had a large trade deficit 
with China because of skyrocketing tea consump- 
tion. The opium trade quickly swung the balance 
of trade in the other direction, with China losing 
huge amounts of money annually to the addic- 
tion. When the Chinese finally confiscated and 
destroyed a large shipment of opium in 1838, the 
British responded with military force, starting the 
First Opium War (1839-1842). The British forced 
the Chinese to capitulate to a number of trade 
demands in the Treaty of Nanjing, but did noth- 
ing to reduce the trade of opium. 


THE EMERGENCE OF THE 
PHARMACEUTICAL INDUSTRY 
AND SYNTHETIC DRUGS 


The founding of the American Pharmaceutical 
Association in 1852 represented the almost con- 
stant discoveries made in biology and chemistry 
from the eighteenth century onward. A German 
scientist isolated the morphine alkaloid from 
opium in 1803, sparking a wave of research into 
plant alkaloids. Scientists soon isolated many al- 
kaloids, including quinine, caffeine, and cocaine. 
These discoveries provided humanity with treat- 
ments for some of the most troubling and wide- 
spread illnesses while establishing powerful 
companies such as Merck and Bayer, which be- 
gan distributing morphine in 1827 and heroin in 
1897, respectively. 

Profits from drug sales fueled even more re- 
search, enabling scientists to make another scien- 
tific leap by the end of the nineteenth century 
with the creation of completely synthetic drugs. 
Amphetamine was first synthesized in 1887, 
Methylenedioxy Methamphetamine (MDMA; Ec- 
stasy) in 1912, and Lysergic Acid Diethylamide 
(LSD) in 1938, but none of them became wide- 
spread until decades after their respective discov- 
eries. Military scientists in Japan, the United 
States, Germany, and other European nations 


carried out most of the controlled experimenta- 
tion of these drugs. 


DRUG PROHIBITION AND 
REGULATION 


People have been against drug use since at least 
2000 B.c.£., when an Egyptian priest admonished 
his students to avoid the taverns. While drugs 
have been used in religious rituals throughout his- 
tory, particular religions often prohibit certain 
drugs while encouraging others. Drugs have most 
often been prohibited, though, when their use be- 
comes a social problem. For example, tobacco was 
soon seen as a grave threat in seventeenth-century 
Europe, while coca leaves were not. The tsars of 
Russia and sultans of the Ottoman empire re- 
sponded by torturing and executing anyone caught 
smoking tobacco. 

Rather than prohibit drug use, many govern- 
ments have sought to simultaneously control and 
profit from the trade by regulating and taxing drug 
production, processing, trade, and/or consump- 
tion. Taxes collected from its monopolistic drug 
trade were the lifeblood of the British empire. Like- 
wise, liquor taxes provided between one-half to 
two-thirds of the internal revenue of the United 
States during the forty-five years leading up to the 
creation of the federal income tax in 1913. 

The United States, long home to a powerful 
domestic prohibitionist movement, took the lead 
in the international campaign against drugs after 
taking over a Philippines ravaged by opium ad- 
diction. American insistence led to the Interna- 
tional Opium Convention in Shanghai (1909) and 
the League of Nations Committee (1919) and Con- 
vention (1924). Unfortunately, these institutions 
were not effective in halting the drug trade, in 
part because the nations controlling them were 
also the major drug traffickers (e.g., Great Brit- 
ain). The formation of the United Nations sig- 
naled a new chapter in efforts to control drug 
production and trade, with UN Conventions 
making policing efforts a global concern. 


RECENT SITUATION 


By the beginning of the twenty-first century, 
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around 4 percent of the world’s 6 billion people 
regularly used illicit drugs. Marijuana is by far the 
most heavily used and trafficked drug, with over 
140 million regular users worldwide. There are 
an estimated 21 million cocaine and heroin users, 
while another 30 million people use amphet- 
amine-type stimulants, such as Ecstasy and Speed. 
The annual profit from the drug trade reached 
$400 billion in the 1990s, around 8 percent of in- 
ternational trade. The international trade in illicit 
drugs is larger than that of cars and steel and is 
about the same size in trade in textiles, oil and 
gas, and tourism. The Organization for Economic 
Cooperation and Development estimates that il- 
legal drugs cost its member states over $120 bil- 
lion annually in medical treatment, policing, and 
lost production. 

There are four major tyrpes of drug being 
traded internationally. Three grow naturally— 
heroin, marijuana, and cocaine—while the 
fourth—amphetamine-type stimulants—are 
synthetically produced. Heroin is mainly pro- 
duced in two regions: the Golden Triangle 
(Burma, Thailand, and Laos) and the Golden 
Crescent (Afghanistan, Iran, and Pakistan). Co- 
caine is still predominantly produced in Colom- 
bia, Peru, and Bolivia, while marijuana is 
produced throughout North America. Amphet- 
amine-type stimulants are produced in labs, with 
the Netherlands supplying a large portion of the 
Ecstasy traded internationally. Heroin and co- 
caine, beyond their deleterious effects on their 
users, often fund radical separatist groups such 
as in Colombia, and military regimes such as in 
Burma and Afghanistan. 


W. Chad Futrell 
See also: Hemp; Opium. 
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DUTCH 


The official language of the Netherlands, the 
Flemish part of Belgium, the Dutch Antilles, 
and the Republic of Suriname, and also refers 
to the people and culture of the Netherlands. 


The Dutch language belongs to the West Ger- 
manic group of Indo-European languages and is 
used by more than 20 million people. According 
to the description of the eighteenth-century nov- 
elist Daniel Defoe, the Dutch were “the Carryers 
of the World, the middle Persons in Trade, the 
Factors and Brokers of Europe.” This description 
of the Dutch was no coincidence. Historically, the 
Dutch republic and society between the fifteenth 
and the nineteenth centuries fascinated the con- 
temporary merchants, scholars, sailors, and other 
visitors from different walks of life. These visi- 
tors of the Dutch republic were especially im- 
pressed by the capabilities of the Dutch in 
shipping, commerce, industry, finance, intellec- 
tual toleration, and the Dutch culture. The eco- 
nomic success of the Dutch constituted an 
example for other societies of the time, especially 


the Dutch methods of commerce and finance. 

From the end of sixteenth century until the 
first half of the eighteenth century, the Dutch had 
supremacy in world trade and the Dutch repub- 
lic was the central place of trade in commodities 
originating from all parts of the world. Maritime 
trade also had an impact on science: the maps of 
Willem Blaeu became a standard for mapmakers 
for centuries, and Hugo Grotius made the basic 
laws of the sea, which are still the basis for present- 
day laws. The Dutch were also advanced in 
technology—such as the use of windmills not only 
to drain parts of the country below the sea level, 
but also to provide power for basic industries —in 
the humanities with people like Desiderius 
Erasmus, and in art like Rembrandt. 

During its history, the Dutch “Seaborne em- 
pire,” as it became known, had trading stations 
and settlements in South America, like Brazil, 
North America, like New Amsterdam, which later 
became New York, and along the west coast of 
Africa, where a number of fortifications still exist. 
The main area, however, was the East Indies, 
where they governed present-day Indonesia, part 
of New Guinea, Sri Lanka, and Decima, an island 
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Dutch merchants, like these bargaining with Native Americans on Manhattan Island in the early 1600s, turned Hol- 
land into the greatest trading empire of the seventeenth century. (© North Wind Picture Archives) 


in Japan. After World War II, the East Indies be- 
came independent in 1949 and are now the Re- 
public of Indonesia. 

The influence of the cultures in these foreign 
areas is still present in the Netherlands. The Dutch 
like Indonesian food and many people originat- 
ing from that archipelago and other areas now live 
in the Netherlands. In the past decades, other na- 
tionalities have arrived in the Netherlands as well, 
such as Turkish immigrant workers or refugees 
from civil wars and oppression in faraway coun- 
tries. The tolerance and support for these latter 
nationalities is still a source of pride to many Dutch. 
In recent times, the Dutch economy went through 
a period of strong growth, which was the result of 
the close cooperation between the labor unions and 
employer organizations. This became known as the 
“Polder Model,” referring to the “polder,” which 
are the areas of land drained during the seven- 
teenth century. This illustrates the continuity of the 
Dutch: water, trade, and tolerance. 


Esra LaGro 


See also: Amsterdam. 
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DYULA 


A Mandé-speaking people of Western Africa 
who specialize in long-distance commerce. 


The Mandé-speaking Dyula (also spelled Dioula 
or Juula) diasporas of the western Sudan have 
been some of the southernmost agents of Islam 
there since the early eleventh century. Currently 
their population is approximately 2.5 million, 
mainly residing in present-day Mali and Burkina 
Faso. The Dyula trace their ancestry to the empire 
of Ghana and Soninke origins, and are most prob- 
ably related to the Wangara or Wanjarata trading 
people of medieval Arabic sources. The Dyula are 
specialists in long-distance commerce, in particu- 
lar the venerable trade in Saharan salt and Guinea 
gold, but also in dealing in silk and cotton cloth, 
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livestock, slaves, metal articles, and various spices. 
Their specialized middleman system with inde- 
pendent power structures should be distinguished 
from seasonal or target marketeers, or other cycli- 
cal migrants exchanging a specific chain of prod- 
ucts but ultimately returning to an agricultural 
homeland, the primary source of their investment. 
Dyula enterprises typically operated on the basis 
of branch businesses and networks of kin or slaves 
dispersed along the key trade routes. As profes- 
sional, but also interdependent, traders they or- 
ganized the collection of crucial intelligence, 
allocation of credit, and handling of goods through 
agents, but did not get involved in the produc- 
tion or procurement of the commodities. Accounts 
of the activities of the Dyula are abundant in the 
Muslim records of Timbuktu, Portuguese sources 
relying on information from the western fringes 
of the Mali empire, and later European travelogues 
of the explorer tradition—yet, this historical in- 
formation is highly fragmentary. 

A first golden age of the Dyula-Wangara trade 
diaspora was based on the early medieval 
regionalization process driven by the imperial 
ambitions of successive states arising from the 
Niger bend area, such as Ghana, Mali, and Song- 
hay. Besides an interest in expansion, the Dyula 
often shared a common Muslim religion and 
culture as well with the rulers, but not with the 
overwhelming majority of the population. At the 
same time, they also had a similar motivation to 
keep their distance from the Muslim world and 
centers of power of the Mediterranean. Although 
the Moroccan invasion of Songhay in 1590-1591 
caused great disruption and commerce could no 
longer be organized within the framework of a 
single composite polity, Dyula networks did not 
decline with the allied traditional elite, even if 
their area of operation somewhat contracted in 
the face of intense Berber and Hausa competition. 

The Dyula trade traditionally centered on the 
city of Djenne, to some distance from the Mandé 
heartland, and its main communication channel, 
the Niger River. The importance of this politically 
fairly autonomous junction point lay in its prox- 
imity to two key resources of the south: gold and 
kola nuts. The Timbuktu-Gao-Djenne triangle in 
the intersection of three distinct trade areas con- 
ducted some of the most lucrative trade, with 
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profit margins possibly exceeding 100 percent. Yet, 
most of the Dyula trading enclaves and twin 
settlements were still located along the southern 
routes. As gold was in demand both in the Medi- 
terranean and in the kingdoms of the Sudan, by 
the fifteenth century the shallow alluvial depos- 
its closer to the political centers of the Niger bend 
proved to be insufficient. The Upper Volta region 
and the Akan forestland were the richest and most 
readily accessible alternatives, with the region also 
producing the longest preserving and most 
sought-after type of kola (Cola nitida), one of the 
legitimate stimulants in the Muslim world. Com- 
plemented by commodities such as cattle, fish, 
salt, gum Senegal, jihads’ slaves, and the import 
articles of Europe and the Maghreb, it was this 
trade that the Dyula dominated until the twenti- 
eth century. Their merchants settled in Bobo- 
Dioulasso, Kong, Begho, Bono-Mansu, and even 
Salaga, another key route with their settlements 
leading through Niani and the Bure goldfields to 
the Gambia and the Atlantic Ocean. 

Despite a tradition of political neutrality, there 
are also examples of Dyula association with new 
state formation, such as the early seventeenth- 


century Gonja, which was eventually absorbed 
by the Ashanti empire, the religious revolution 
creating Sise, or Samory Touré’s two successive 
empires from the 1860s on, lasting until 1898 when 
he was captured by the French. 

As elsewhere, European colonization led to 
the ruin ofa significant portion of the Dyula mer- 
chant class. Many invested their precolonial sav- 
ings in cash crops like cocoa or migrated to the 
agricultural areas of the Gold Coast and Ivory 
Coast as sharecroppers. Group solidarity and scar- 
city of credit restraining entry to business helped 
to preserve the established positions of others. 


Gabor Berczeli 


See also: Diasporas; European-African Trade; Saharan and 
Trans-Saharan Trade; West Africa. 
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EAST ASIA 


A region that encompasses China, Japan, and 
Korea. 


The peoples and kingdoms of East Asia have 
traded regionally for thousands of years. China’s 
trade network extended as far as the Roman em- 
pire and Africa. After centuries of semi-isolation, 
European traders began arriving in rapidly in- 
creasing numbers. A century of exploitation and 
colonialism by Europeans was succeeded by the 
rise of Japan’s colonial project. East Asia emerged 
from colonialism into the Cold War, with a divided 
China and Korea. The last half of the twentieth 
century witnessed the rise of Japan and South 
Korea and the reintegration of China into the 
world economy. 


EARLY HISTORY 


The history of trade in East Asia is largely the 
history of trade with and within China. Ancient 
China traded silk, minerals, and spices with the 
Roman empire and Persia through the famous 
Silk Road. Chinese had limited interest in ex- 
panding international trade, though, because of 
the low status of merchants as well as China’s 
self-sufficiency. 

Maritime trade with other kingdoms in Asia 
was much more consistent and important than 
the limited contact with kingdoms in the Middle 
East, especially after Arab traders stopped orga- 
nizing long trips in the twelfth century. The Ko- 
rean kingdoms of Paekche (350-668) and Silla 
(350-918) were crucial intermediaries that spread 
Chinese goods and culture to Japan. Trade among 
the Song (960-1279) in China, Koryo in Korea 
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(918-1392), and Heian (794-1184) in Japan ex- 
panded and contracted with various rulers, and 
was conducted almost exclusively through spe- 
cially designated ports such as Guangzhou (Can- 
ton) in China and Busan in Korea. 

The most notable development in East Asia in 
the fifteenth and sixteenth centuries was the emer- 
gence of Japanese traders and pirates. Japanese 
pirates became such a problem that Shanghai and 
other ports built city walls to protect themselves. 
This period was also marked by Japan’s attempted 
takeover of Korea in 1592. While the Ming thwarted 
Japan’s imperial ambitions, the attack devastated 
the Korea Peninsula and its people. Korea became 
hostile to foreigners after this, earning the nick- 
name “Hermit Kingdom.” 


SUSTAINED CONTACT WITH 
THE WEST 


The Portuguese were the first European ships to 
travel to East Asia, putting in at Guangzhou in 
1514. Tensions grew until nearby Macao was 
leased to the Portuguese in 1557 to serve as a trad- 
ing base. The Dutch arrived in 1622, followed 
shortly by the British and French. A brisk trade of 
porcelain, silk, and tea was soon established with 
expanding European markets. 

China was the main attraction for the Euro- 
pean traders. While trade was liberalized in 1685, 
the Chinese continued their age-old custom of 
trading with foreigners while having as little con- 
tact as possible. The British were the dominant 
trader by the time the emperor decided in 1757 
that the foreigners were having too much influ- 
ence. He limited foreign trade to Guangzhou, 
starting the so-called Canton System. The Kore- 
ans were even more suspicious of foreigners, at- 
tacking any that attempted to make contact. The 
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Japanese, on the other hand, were the most wel- 
coming of any East Asian country, aggressively 
trading with the West. 


TREATY OF NANJING TO THE 
RISE OF JAPAN 


The rapid rise in tea consumption in Great Brit- 
ain led to large trade deficits with China by the 
late 1700s. British traders began buying opium in 
India and selling it to China to balance trade. The 
Chinese confiscated and destroyed 20,000 chests 
of opium in 1839. The British drug traders re- 
sponded by appealing to and partially funding 
the British navy as it bombarded and captured 
several Chinese cities in the First Opium War 
(1839-1842). The war ended with the Treaty of 
Nanjing (1842), which ceded Hong Kong to the 
British and opened five “treaty ports,” including 
Shanghai and Guangzhou, to foreign trade. China 
quickly signed treaties with other Western pow- 
ers, effectively linking all the treaties together by 
granting each most-favored-nation status. Eco- 
nomic inequality and political instability would 
thus characterize the last fifty years of the Qing 
dynasty. 

Korea continued to respond to the European 
powers with indifference and then hostility. 
Japan’s more open policy had resulted in eco- 
nomic and political instability, leading to the Meiji 
Restoration in 1868. The Japanese then quickly 
assimilated Western industrial and military tech- 
nology, becoming the first industrialized country 
in Asia. By the end of the nineteenth century, Ja- 
pan had defeated both Russia and China in wars 
and won exclusive control over Korea, which it 
annexed in 1910. Japan had long dreamed of us- 
ing Korea as a base to attack China, which it did 
in 1937. Japan colonized most of Southeast and 
East Asia before being defeated in 1945. 


COLD WAR TO REGIONAL 
INTEGRATION 


The fall of the Japanese empire was followed by 
political instability as Cold War battles left China 
and Korea divided nations. The Korea Peninsula 
and people suffered the most for this ideological 
divide, with the Korean War (1950-1953) costing 


millions of lives. The Japanese economy, how- 
ever, benefited tremendously from the war, as it 
served as a major logistics hub and supplier for 
U.S. forces in the region. The Korean War laid 
the foundation for Japan’s extraordinary eco- 
nomic growth from the 1950s. Similarly, the Viet- 
nam War helped South Korea jumpstart its 
economy in the 1960s and 1970s. Japan and South 
Korea followed a similar plan of industrialization 
through export-led growth to record unprec- 
edented levels of growth. 

The communist and capitalist countries were 
almost exclusively tied into the trade networks of 
their respective ideological spheres until the early 
1990s. China began market reform in the late 1970s 
under Deng Xiaoping. Since then, China has regu- 
larly recorded double-digit growth with trade 
increasing from $27.7 billion in 1979 to over $620 
billion in 2002. South Korea reached Organiza- 
tion for Economic Cooperation and Development 
status in the mid-1990s and is becoming a tech- 
nological powerhouse. Japan still has a powerful 
economy despite its decade-long recession. East 
Asian economies are becoming increasingly inte- 
grated as South Korean and Japanese capital and 
technology combine with Chinese labor. 


W. Chad Futrell 


See also: China. 
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ECONOMIC CONSEQUENCES 
OF THE PEACE, THE (1919) 


John Maynard Keynes’s influential and polemic 
The Economic Consequences of the Peace 
(1919) denounced the Versailles Peace Treaty 
as harsh and unworkable because of the trans- 
fer problem in international payments. 


John Maynard Keynes, a Cambridge economist, 
was in charge of external finance at the British 
Treasury during World War I and represented the 


treasury at the Versailles Peace Conference, play- 
ing a key role in allowing Germany to use its gold 
to pay for food imports (over French objections). 
He resigned in June 1919 and published The Eco- 
nomic Consequences of the Peace in protest against 
the economic terms of the peace treaty. Keynes 
argued that by demanding excessively large repa- 
rations payments, the victorious allies would fos- 
ter lasting German nationalist resentment without 
managing to extract the bulk of the payments. 
Germany’s foreign securities, overseas invest- 
ments, gold reserve, and remaining merchant 
marine (after compulsory transfers) were worth 
at most $3 billion, less than a tenth of the repara- 
tions demanded. To raise the foreign exchange to 
pay the balance of reparations payments, Ger- 
many’s exports would have to exceed its imports 
by the full amount of the transfer payments. 
Keynes pointed out that the allied countries 
receiving transfers would have trade deficits equal 
to Germany’s trade surpluses, resulting from a 
correspondingly large shift in the terms of trade 
that priced producers in allied countries out of 
competition with German producers. He also 
questioned the incentive for Germans to produce 
goods for export, if the proceeds were to be taxed 
away for reparations. Keynes’s analysis provided 
the basis for much later analysis of capital trans- 
fers. In 1929, Bertil Ohlin extended Keynes’s 
analysis to consider the direct effect on imports 
of reduced income in the paying country and in- 
creased income in the receiving country. 
Despite the French and Belgian occupation of 
the Ruhr in 1923 to punish German default, and 
despite the Dawes Plan of 1924 and the Young Plan 
of 1929, only token reparations payments were ever 
made, far exceeded by foreign loans to Germany 
that were never repaid. In 1931, President Herbert 
Hoover announced a one-year moratorium on 
reparations and interallied debts, which effectively 
became permanent. Resentment over reparations 
demands and the Ruhr occupation inflamed Ger- 
man nationalism. Keynes’s phenomenally success- 
ful book has sometimes been credited with the U.S. 
Senate’s refusal to ratify the Versailles Peace Treaty. 
However, the Senate first rejected the treaty in 
November 1919, before the publication of Keynes’s 
book in London in December 1919 and New York 
in January 1920. Senator William Borah read large 
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portions of the book into the record in February 
1920 when the Senate reconsidered ratifying the 
treaty with reservations, but rejection then was due 
not to Keynes, but to President Woodrow Wilson’s 
intransigence over the proposed reservations. 


Robert W. Dimand 
See also: Great Depression. 
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ECONOMICS, CLASSICAL 


The contributions of classical economics 
shaped both modern mainstream and Marxian 
economics. 


The classical school of political economy, from 
David Hume’s Political Discourses (1752) and Adam 
Smith’s Wealth of Nations (1776) to John Stuart Mill’s 
Principles of Political Economy (1848), emphasized 
growth and efficient allocation through the work- 
ings of market forces, in contrast to the mercantil- 
ist belief in state direction of economic activity. They 
stressed the expansion of consumption possibili- 
ties rather than national power or a surplus of ex- 
ports over imports. 

With the exception of Jean-Baptiste Say, the 
leading classical economists were Scottish or En- 
glish. Hume held that, as a loyal British subject, 
he wished France to be prosperous, viewing it as 
a trading partner, not a national rival. Hume 
showed that a lasting trade surplus was unattain- 
able, because the resulting gold inflow would raise 
prices, reducing the trade balance and restoring 
equilibrium. Smith argued that international di- 
vision of labor, like specialization and exchange 
between individuals or regions, permitted in- 
creased productivity (through economies of scale 
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and learning by doing), which allowed both 
greater consumption and more capital accumu- 
lation. He viewed armed forces and government 
bureaucracy as unproductive diversions of labor 
from productive employments, and limited the 
proper functions of government to protection 
against foreign and domestic violence (national 
defense and administration of justice) and certain 
public works. Robert Torrens and David Ricardo 
expounded the principle of comparative advan- 
tage, showing that two trading partners both gain 
from specialization and voluntary exchange, even 
if one is more productive in all possible activities. 
John Stuart Mill analyzed the role of reciprocal 
demand in determining international prices and 
the division of the gains from trade between trad- 
ing partners. 

The classical economists were united in op- 
position to the Corn Law of 1815, which protected 
British agriculture against grain exports enacted 
during the depression following the Napoleonic 
Wars (except for Thomas Robert Malthus, who 
initially supported the Corn Laws). They objected 
that costlier food would squeeze profits and real 
wages, diminishing both consumption and capi- 
tal accumulation, to the benefit only of landlords, 
who would receive higher rents as inferior land 
was brought into cultivation. The Irish potato fam- 
ine was the proximate cause of the repeal of the 
Corn Laws in 1846, but prolonged agitation by 
classical economists had prepared political opin- 
ion for repeal. The Irish famine revealed the limi- 
tations of the classical laissez-faire approach to 
economic policy, since the famine was due not 
only to inadequate food supply (which could be 
overcome by unrestricted imports), but also to the 
collapse of the purchasing power of the Irish peas- 
antry. Classical economics became so closely as- 
sociated with free trade in the public mind that 
free-trade ideology was known in Germany as 
Smithianismus. The analytical contributions of 
classical economics shaped both modern main- 
stream neoclassical economics and Marxian po- 
litical economy. 


Robert W. Dimand 


See also: Laissez-faire; Mill, John Stuart; Ricardo, David; Smith, 
Adam. 
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EDISON, THOMAS ALVA 
(1847-1931) 


A famous inventor and businessman, known 
as the “Wizard of Menlo Park,” who popular- 
ized the use of electricity. 


Born in Milan, Ohio, Thomas Alva Edison over- 
came limited formal education and severe hear- 
ing loss to patent 1,093 inventions over a career 
spanning almost seventy years. Edison’s inven- 
tions laid the foundation for a number of indus- 
tries that would emerge in the twentieth century. 

Edison was a teenager working as a telegraph 
operator when he pioneered the first automatic 
“repeating” telegraph. This invention transmitted 
signals between unmanned stations, thus allow- 
ing anyone to translate code with ease. After 
moving to Boston, Edison designed an electric 
vote-counting machine and an improved stock 
ticker, the latter earning him $40,000 and allow- 
ing him the freedom to devote his energies full 
time to his inventions. In 1874, he opened his own 
laboratory in Newark, New Jersey, soon moving 
it to Menlo Park. In these years, Alexander Gra- 
ham Bell beat Edison in the race to transmit the 
first human voice electronically, but Edison fol- 
lowed with the carbon transmitter. This helped 
make Bell’s telephone practical and became the 
prototype of the modern instrument, with its 
separate transmitter and receiver. Edison also 
designed the first phonograph in 1877. 

Already a respected inventor, Edison won in- 
ternational fame when, in 1879, he was able to 
get a carbon thread to stay incandescent for forty 
hours. Edison realized, however, that electrical 
appliances such as the incandescent lightbulb 


Through his many inventions, including the phonograph shown here 
in an 1877 photo, Thomas Alva Edison virtually invented the mod- 
ern electronics industry. (Library of Congress) 


required a whole system of generators, conduc- 
tors, and meters. Only with a unified electrical 
power system would his inventions be commer- 
cially practical. Gaining the financial banking of 
the banking house of J.P Morgan, Edison formed 
the Edison Electric Illuminating Company to carry 
out the task, and in 1882 began to supply current 
to eighty-five customers in New York City. By the 
late 1880s, a number of companies making light- 
bulbs had merged into the Edison General Elec- 
tric Company, and Edison power plants grew 
throughout the country. Despite launching the 
great electric utility industry, however, Edison still 
relied on direct current, which limited his systems 
to a radius of only several miles. Although Edison 
believed it too risky, his competitor, George 
Westinghouse of the Westinghouse Electric Com- 
pany, offered an improvement in the form of al- 
ternating current, which allowed for a higher 
voltage with the use of new transmitters. 

By the end of the nineteenth century, the al- 
ternating current had proved more practical and 
effectively replaced the direct current. By this 
point, Edison’s company had merged with sev- 
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eral other companies to form an electric conglom- 
erate, the General Electric Corporation, which 
now relied on the alternating current. 

A major stockholder in the new corporation, 
Edison devoted his time to other inventions. Pat- 
ents for the Dictaphone, mimeograph, storage bat- 
tery, and kinetoscope soon followed, the latter was 
Edison’s important contribution to the first large- 
scale motion picture. Wealthy and respected, 
Edison died at the age of eighty-four, with the na- 
tion dimming its electric lights in his honor. 


Brooks Flippen 


See also: Bell, Alexander Graham; Electricity; General Elec- 
tric Company; Telegraph; Telephone. 
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EGYPT 


A country that lies in the strategic bypass be- 
tween two continents, Asia and Africa, and at 
the shores of the Mediterranean Sea. 


Egypt's location has enabled it to be a center of 
trade and cultural exchange since the pharaonic 
period (thirty-second century B.c.g.). As one of 
three centers of the ancient period (with China 
and Mesopotamia), Egypt was a major contribu- 
tor to world trade at that period. The pharaohs 
traded with nations throughout the world, as they 
knew it: Africa, Asia, and Europe. Even after the 
demise of the ancient pharaonic power (fourth 
century B.c.E.), Egypt continued to be a major el- 
ement in world trade. 

The emergence of the Islamic empire (seventh 
to ninth centuries c.£.) further intensified the im- 
portance of Egyptian trading traditions by satis- 
fying the demands of religious pilgrimages to 
Mecca from North Africa, Andalusia (now the 
Iberian Peninsula), and sub-Saharan Africa, which 
went through Egypt. Cairo emerged as the 
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EGYPT 


ae 


A major source of cotton since the nineteenth century, underdevel- 
oped Egypt has been less effective as a manufacturer of cotton 
goods. Much of its weaving is still done on hand looms, as this 
1991 photo of Egyptian women indicates. 

(© Josef Polleross/The Image Works) 


economic, administrative, and cultural center and 
became the center of one of the most important 
Islamic dynasties: the Mamluks (thirteenth to six- 
teenth centuries). 

The Ottoman conqueror of Egypt in (1516) 
turned it into the center of the North African part 
of the Ottoman empire. The Mamluks continued 
to control Egypt, under Ottoman rule, maintain- 
ing the usage of the traditional trade routes. By 
the end of the eighteenth century, European in- 
fluence in Egypt had grown. In 1798, the French, 
led by Napoléon Bonaparte, occupied Egypt and 
three years later the British occupied the territory 
from them. Even though Egypt remained officially 
under Ottoman rule, it gained independence. 

Egypt's traditional markets changed because 
of the European infiltration. Once the U.S. Civil 
War began, Egypt became the world’s biggest ex- 
porter of cotton, replacing the war-torn U.S. 
South. Egypt was also in the midst of one of its 
biggest construction periods, which expressed it- 
self above all in the digging of the Suez Canal 
(1859-1869). 

The end of the digging, however, brought 
Egypt to a bankrupt situation. European credi- 
tors took over Egypt and converted its economy 
to pay the debts. The Suez Canal made Egypt the 
most important country for the British empire. 
In 1922, Egypt gained complete independence, 
but only thirty-four years later did the last British 


troops leave the country, after a fierce war among 
Egypt, Israel, France, and the United Kingdom 
over the free movement of shipping vassals in the 
Suez Canal (1956). 

Egypt today is a rather weak actor in global 
trade. Most of its exported products are expend- 
able energy products (crude oil and petroleum 
products), cotton, textiles, metal products, and 
chemicals. It is also influenced by the rapid 
growth of its population (1.69 percent in 2001), 
which is unable to provide for all its basic needs. 
A second factor is the conflicts with Israel (1948, 
1956, 1967, 1969, and 1973), which brought great 
economic losses to Egypt, including the closure 
of the Suez Canal. In 1979, Israel and Egypt signed 
a peace treaty. Nevertheless, Egypt still spends 
more than $4 billion on its military. Despite its 
weakness, Egypt will probably continue to be an 
important factor in the future global economy, as 
the world’s largest Arab nation and the leader of 
the Arab world. 


Nadav Gablinger 
See also: Arabs; Ottomans. 
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EGYPT; ANGIENT 


A kingdom centered along the Nile River in 
today’s Egypt from the fourth millennium un- 
til 30 B.c.e. 


The history of ancient Egypt is a continuous pe- 
riod of over 3,000 years, which can be roughly di- 
vided into six time periods: the Early Dynastic 
Period (3100-2686 B.c.£.), the Old Kingdom (2686— 
2040 B.c.k.), the Middle Kingdom (2040-1570 B.c.£.), 
the New Kingdom (1570-747 8.c.£.), the Late Dy- 
nastic Period (747-332 B.c.£.), and the Greco-Roman 


Period (332 8.c.£.—30 c.£.). Pharaohs, Egyptian rul- 
ers, enjoyed supreme power, while their state 
achieved an impressive degree of political and eco- 
nomic organization, prosperity, and military power. 

Ancient Egypt was not a true trading state, 
mostly because it had most of the resources it 
needed within its own territory. The fertile Nile 
valley provided the population with plenty of 
grain, which was used to make bread and beer. 
Bricks were made from the mud of the Nile, and 
various rocks, such as limestone, basalt, alabaster, 
and quartzite were plentiful in the surrounding 
desert and perfect for construction. Hemp was 
grown for clothes, natron and salt for embalming 
were found locally, and papyrus was used to 
make paper. However, the country had a serious 
shortage of wood and metals. In addition, as the 
Egyptian civilization developed, the demand for 
luxury items increased as well. 

The closest neighbors of ancient Egypt were 
Nubia, Libya, and the people of the Sinai penin- 
sula and Canaan (Palestine) beyond it. Egyptian 
merchants purchased many luxury items in 
Nubia, such as ebony and ivory, leopard skins, 
ostrich feathers, monkeys for the royal court, as 
well as gold and some copper. A number of other 
metals were procured in the Sinai and Canaan. 

As its international connections grew, Egypt 
reached further afield to establish a long-term 
commercial relationship with Phoenician cities. 
Egypt enjoyed the closest ties with the city of 
Byblos, an alliance established during the Old 
Kingdom that lasted for two millennia. The 
Phoenicians exported the timber of their cedar 
trees to Egypt, which increasingly began to need 
high-quality wood for construction and mainte- 
nance of a navy that protected its coasts from in- 
vasions by the Sea Peoples. This trade was mostly 
controlled by the pharaohs themselves. The 
Phoenician and native cities of the island of 
Cyprus became Egypt’s main source of copper, 
which, along with tin, was needed for the pro- 
duction of bronze. The pharaohs imported so 
much of it that Cyprus itself often experienced 
shortages of that metal. 

Egyptian merchants did much business in 
Syria as well, bringing home swords, decorated 
helmets, and vases, many of which seem Minoan 
or Cretan in origin. Other Minoan objects found 
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at excavated Egyptian sites include highly deco- 
rated skirts and curls. Pushing into the Eastern 
desert, the Egyptians eventually reached the Red 
Sea, founding the small port of Kuser from where 
they sailed to the land of Punt or Pwene, prob- 
ably located on the African coast opposite Aden. 
Many expeditions, usually funded by the pha- 
raohs, sailed there to bring back much-prized 
myrrh and various spices. By the fifteenth cen- 
tury B.c.E., Egypt was heavily engaged in trade 
with the Fertile Crescent, importing horses and 
lapis lazuli from Babylonia, turquoise from Per- 
sia, and vegetable oils and cosmetics from as far 
away as Afghanistan. Interestingly enough, the 
horses bred so rapidly in Egypt that it would even- 
tually export them to Assyria in the Late Period. 

In turn, the Egyptians exported large quanti- 
ties of grain, fruit, and papyrus. The Phoenicians 
were paid for their copper and cedar with gold, 
silver, cloth, and linens. One of the main types of 
export were objects of art, such as scarabs, rings, 
beads, statues, jewelry, mirrors, and even sar- 
cophagi. These Egyptian objects have been found 
all over Europe and Asia, as far apart as Britain, 
Malta, and India. 


TRADE AND EXPANSION 


Trade often imperceptibly merged into military 
raids or tribute gathering. For example, Egypt's 
frequent trading expeditions to Nubia became 
major military raids during the Middle Kingdom, 
and much of Nubia was integrated into the Egyp- 
tian empire during the New Kingdom period. 
This resulted in an increasing exploitation of the 
Nubian gold mines. Imposition of direct Egyp- 
tian authority increased the country’s control over 
the important overland trading routes to Punt and 
Kush. Slaves were both purchased in the markets 
of the Levant and captured in Nubia and Canaan 
to be used for the pharaohs’ massive construc- 
tion projects. 

Similarly, Egyptian expansion and periodic 
control over Canaan and parts of Syria seem to 
have been driven by Egypt's desire to control the 
trading routes leading from Asia into Europe 
through Syria and the Negev deserts. It is likely 
that the pharaohs and the local Egyptian gover- 
nors enriched themselves immensely through 
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their domination of these routes during the peri- 
ods of Egyptian control in Canaan. Similar designs 
probably drove Egyptian attempts at ruling Libya, 
with its critical gold-carrying caravan road in the 
Western Desert. 

Much of the trade took place in the form of 
exchange of gifts between the pharaohs and for- 
eign rulers and was meticulously recorded by 
scribes or priests. Much of the private commerce 
seems to have been dominated by foreign mer- 
chants, who often moved to Egypt and settled 
there with their families. The Phoenicians and 
increasingly the Greeks controlled most of Egyp- 
tian commerce during the New Kingdom, essen- 
tially acting as agents of the pharaohs and even 
conducting trading expeditions on their behalf, 
the most famous of which took several Phoenician 
ships around the African continent. In the Late 
Period, the Greeks had settled in the port of Nau- 
cratis in the Nile Delta, the main port of Egypt, 
and soon came to control much of the national 
commerce, slowly edging out the Phoenicians. 

Egypt lost its independence following the Per- 
sian conquest in 525 B.c.£. and was subsequently 
ruled by the Greeks and the Romans. It remained 
an important part of the Roman empire, especially 
as a massive grain exporter, which fed several other 
provinces of the Roman Mediterranean. 


Mikhail S. Zeldovich 
See also: Copper; Cyprus; Gold; Phoenicia; Roman Empire. 


BIBLIOGRAPHY 

Cameron, Rondo. A Concise Economic History of the World. New 
York: Oxford University Press, 1997. 

Gardiner, Alan. The Egyptians. London: Folio Society, 2000. 

Mark, Samuel. From Egypt to Mesopotamia: A Study of Predynastic 
Trade Routes. Austin: Texas University Press, 1997. 

Moller, Astrid. Naukratis: Trade in Archaic Greece. Oxford: 
Oxford University Press, 2001. 


ELEGTRIGITY 


International borders no longer define trade 
in electricity, as developed nations restruc- 
ture and deregulate, and developing nations 
sell off state monopolies to invest in infra- 
structure. 


The Federal Energy Policy Act of 1992, which re- 
quired electric utilities to permit customers’ ac- 
cess to other utilities and to a growing number of 
independent power producers, signaled the be- 
ginning of a new era of trade in electricity supply 
in U.S. electricity markets. This policy aimed to 
foster competition and freer trade in the new spot 
markets for electricity. However, the results vary 
between the deregulating states. Some deregula- 
tion failed (e.g., California), while others suc- 
ceeded in achieving deregulation goals. 

From a global viewpoint, international bor- 
ders no longer necessarily define trade in elec- 
tricity. Some U.S. states, Mexican and Canadian 
provinces, France, and Scotland, as well as Scan- 
dinavian and other countries share varying de- 
grees of common electricity markets and trade in 
electricity. The benefits are: (1) it enables partici- 
pating countries to maintain lower levels of ex- 
pensive electricity reserves; (2) it strengthens 
electricity market stability and decreases risks for 
participating countries; and (3) it allows for each 
country to optimize the pollution-investment 
trade-off. Some countries (e.g., United States, 
Australia, and so on) are too big and geographi- 
cally diverse to function as a single market and 
actually function with multiple internal markets. 

Broadly speaking, the world’s electricity mar- 
kets are developing along two paths. On the one 
hand, most of the developed world is now in 
some stage of restructuring, deregulation, and lib- 
eralization. Reforms usually focus on some kind 
of separation (either accounting or legal) of the 
generation and transmission-distribution seg- 
ments of the market (the “wires”), introduction 
of competition in the generation segment and 
treating the “wires” as a natural monopoly, and 
allowing third-party access to newly entrant and 
incumbent competing generators and marketers. 
Many restructuring schemes also include estab- 
lishing a spot market for electricity, in which the 
unregulated market price of electricity is deter- 
mined. On the other hand, most of the develop- 
ing world is expected to remain inefficient, lacking 
reserves and continuing with national (or re- 
gional) monopoly electricity supply industries, 
usually state owned. The problem facing both the 
developed and developing worlds, however, is 
the emergence of global monopolistic competi- 


tion in the developed world and in some coun- 
tries of the developing world, the latter having to 
sell off some or all of their state monopolies to 
finance infrastructure investments. Indeed, most 
forecasters see the future global electricity trade 
as being characterized by competition among a 
few conglomerates that will decrease capacity (an 
“adverse Averch-Johnson Effect”), which will in- 
crease prices and profits in a market of relatively 
inelastic demand. 

However, one solution for expected global 
monopolistic competition in electricity supply, 
and for other generic manifestations of market 
power or market manipulation, is some kind of 
real-time pricing. The hurdle facing the imple- 
mentation of real-time pricing is financial: it is 
tremendously costly to set up the required me- 
tering devices. Nevertheless, attempts to use 
real-time pricing has been made in some places 
in the world (e.g., England and Wales), and it 
has been acknowledged as a tool for achieving 
increasing demand responsiveness to electricity 
prices. 


Warren Young and Eli Goldstein 


See also: Industrialism. 
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ELIZABETH I (1533-1603) 


An English monarch during the age of explo- 
ration. 


Daughter of King Henry VIII and Anne Boleyn, 
Elizabeth was third in line to the throne behind 
her younger brother, Edward, and her older sister, 
Mary. She became the queen of England follow- 
ing the death of Mary in 1558. While few expected 
her to succeed, she proved to be a remarkable 
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Elizabeth | appreciated the possibilities that exploration and trade 
held for her nation. Under her reign in the late sixteenth and early 
seventeenth centuries, England began its overseas expansion. 
(Library of Congress) 


ruler. Throughout her long reign, she worked tire- 
lessly to strengthen national unity, bring prosper- 
ity to a country bankrupted by her father, and 
make England a maritime power on par with 
Spain. 

The Tudor family had placed England on the 
road to world exploration and trade but with little 
enthusiasm. Elizabeth’s grandfather, Henry VII, 
had commissioned the Italian seafarer John Cabot 
(Giovanni Caboto) to sail west to the New World 
on behalf of England. In 1497, Cabot explored 
along the coast of Newfoundland and claimed the 
region for England. Elizabeth’s father, Henry VIII, 
sent Cabot’s son, Sebastian, back to America, but 
showed no interest in further discoveries or colo- 
nization. Under the reign of her brother, Edward 
VI, more progress had been made as merchant 
adventurers headed east through the Baltic Sea 
and established trade with Russia. 
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In contrast to her predecessors, Elizabeth 
grasped the possibilities that exploration and 
trade held for her nation. She knew that commer- 
cial ties with northern Europe, the Middle East, 
Asia, Africa, and the Americas would open up 
markets for English goods. Exploration would 
lead to colonies that could serve as an outlet for 
England’s growing population, a market for En- 
glish products, and a source for raw materials 
useful in English manufacturing. She also real- 
ized that privateers commissioned by the Crown 
to attack Spanish shipping could bring much 
needed revenue into the royal treasury. 

With this in mind, she encouraged and often 
funded adventurers, merchants, and explorers 
alike. Anthony Jenkinson traveled to Russia on 
behalf of the queen, and even headed to Syria, 
where he met with Suleiman the Magnificent. In 
1576, Elizabeth granted Martin Frobisher a license 
to find the Northwest Passage through America 
to the Far East. In the following year, she secretly 
commissioned Sir Francis Drake to circumnavi- 
gate the globe to interfere with Spanish trade in 
the Far East. In 1578, she granted Sir Humphrey 
Gilbert a charter to found a colony in the New 
World. Although Gilbert died at sea following the 
failure of his second attempt to establish a colony 
in Newfoundland, Sir Walter Raleigh, his younger 
half-brother, continued his efforts farther to the 
south in a colony called Roanoke. 

Elizabeth reached the height of her royal 
power when her navy defeated the Spanish Ar- 
mada off the southern coast of England in 1588. 
In the last years of her reign, she continued her 
work to make England a major maritime nation. 
In 1600, she helped to lay the foundation for the 
British empire by granting a charter to the British 
East India Company. Her successor, James I, con- 
tinued many of her policies and oversaw the 
founding of the first successful English colony in 
the New World. 


Mary Stockwell 


See also: British Empire. 
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EMBARGOES 


Orders by governments that prohibit the move- 
ment of merchant shipping into or out of their 
ports, or more generally prohibit trade with, 
and exports to, another nation or nations. 


From ancient times to the present day, nations 
have used the embargo as an economic weapon, 
refusing to trade, in order to achieve political ends. 
Throughout history, embargoes have had a de- 
cidedly mixed track record in achieving their 
goals. The most significant embargo in American 
history ran from December 1807 to March 1809. 
Britain and France had been warring almost con- 
tinuously since 1793 and had raided each other’s 
shipping. America declared neutrality and 
claimed the right to unrestricted trade with all 
countries, including Britain and France. Ameri- 
cans did significant business in shipping goods 
into and out of Europe, with shippers’ earnings 
climbing from about $7.4 million to $42 million. 
While this trade helped the American economy 
prosper, it irked the British government, which 
declared in November 1807 that any neutral ships 
that did not stop in British ports would be liable 
to capture. 

Napoléon Bonaparte subsequently declared 
in the Milan Decree that any ships that did stop 
in Britain would be liable to capture. President 
Thomas Jefferson and Congress responded by 
enacting an embargo, which made it illegal for 
American ships to sail to foreign ports and for- 
eign ships from taking on any cargo in the United 
States. The aim of this “peaceable coercion” fo- 
cused on punishing Britain and forcing it to drop 
its policy of interfering with American shipping. 


EMBARGOES IN THE 
NINETEENTH CENTURY 


Because the U.S. government did a fairly decent 
job of enforcing the embargo, it had a significant 
effect on both the American and British econo- 
mies. Despite some direct and indirect smuggling, 
British trade statistics show that the value of goods 
imported from the United States fell by about 73 
percent. Textile production fell by about one-third 
because of the severe reduction of cotton imports, 
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Embargoes—or the prevention of trade for political and economic ends—have been used by nations for centuries. To keep the United 
States out of the Napoleonic Wars of Europe, President Thomas Jefferson—shown here addressing disgruntled merchants—issued a 
general embargo on European trade in the first decade of the nineteenth century. (Library of Congress) 


and overall British output fell by about 4.8 per- 
cent in 1808. Meanwhile, the prices of manufac- 
tured goods fell nearly 10 percent, since most 
could not be profitably exported to the United 
States. In the United States, the embargo proved 
equally harmful. The price of imported commodi- 
ties rose by roughly one-third, and the average 
domestic price of important exports fell by about 
one-quarter. A recent study estimates that the 
overall gross domestic product in the United 
States fell by approximately 8 percent because of 
this cessation of trade. 

As opposition to the embargo grew—especially 
in the most affected regions like New England— 
Congress replaced it with the Nonintercourse Act, 
which permitted U.S. trade with nations other than 
France and Britain and then removed trade restric- 
tion altogether in 1810. The embargo and contin- 
ued trade restrictions induced Americans to move 
their resources into the production of goods that 


had been imported. During the embargo period 
and the War of 1812, the number of factory incor- 
porations in the United States soared, especially 
in the textile industry. 


EMBARGOES IN THE 
TWENTIETH CENTURY 


Many embargoes have been more selective, block- 
ing only the export of specified goods, especially 
military matériel, to specific countries. During the 
Spanish civil war, the United States imposed an 
embargo in the hopes of promoting its neutrality. 
During the Korean War, the United Nations (UN) 
prohibited shipments of war goods to China and 
North Korea. Likewise, the UN declared an em- 
bargo on Iraq after it invaded Kuwait in 1990. Arab 
countries instituted an oil embargo against coun- 
tries that had supported Israel in the 1973 Yom 
Kippur War, especially the United States and the 
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Netherlands. More important than the embargo, 
however, was a decision to reduce overall oil ex- 
ports to all countries—prices soared equally for 
countries facing the embargo and those not ex- 
plicitly targeted by it. 

Embargoes work best if the target economy 
has a “bottleneck” —an import for which no good 
substitute exists and which is not available from 
other suppliers. One such case may have been 
the U.S. embargo of petroleum to Japan in 1940. 
Because the Japanese war machine depended cru- 
cially on imported petroleum, this embargo seems 
to have only accelerated the Japanese decision to 
attack the United States and invade the Dutch 
Indies and its oil fields. The United States imposed 
a grain embargo on the Soviet Union after it in- 
vaded Afghanistan in 1979, but it appears to have 
had little impact because U.S. farmers exported 
their grain elsewhere and the Soviet Union bought 
grain from other countries, especially Argentina. 

In 1977, the UN adopted a mandatory inter- 
national arms embargo against South Africa, with 
the goal of ending its racist apartheid policy. A 
voluntary oil embargo followed in 1987, and 
many nations restricted trade in other ways, in- 
cluding limitations on investing in South Africa 
and buying its exports. Many analysts credit the 
cumulative impact of these trade restrictions with 
helping accelerate the demise of apartheid, but it 
is difficult to know whether the international ef- 
fort was decisive. 

In 1960, after the new Cuban government of 
Fidel Castro seized property owned by Americans 
and sent out agents to spread the communist 
revolution to other Latin American countries, the 
United States adopted an embargo against it. The 
embargo has continued for over four decades. 
Initially, the Soviet Union subsidized Cuba, sell- 
ing it oil at low prices, thus greatly mitigating the 
impact of the American embargo. An intense de- 
bate has arisen over the effects of the embargo 
and its continuation. Some maintain that the 
embargo has had a devastating impact on the 
Cuban economy, but others argue that Cuba’s 
economic woes are due more to its own economic 
policies. Some argue that continuing and tight- 
ening the embargo, as was done under the Helms- 
Burton Act (1996), could finally drive Castro from 
power. Others counter that Castro has used the 


embargo as an excuse for Cuba’s problems, stall- 
ing the move toward democracy. 

As these examples show, embargoes have 
sometimes caused significant economic harm to 
both the intended target and the embargoing 
country. However, historically they have had only 
limited ability in inducing countries to change 
their policies. 

Robert Whaples 


See also: War of 1812; World War II. 
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EMPIRE BUILDING 


The process of constructing systems of politi- 
cal influence. 


The empire-building process permits certain poli- 
ties to exercise a high and continuous degree of 
control over others existing outside their nominal 
geographical boundaries—sometimes, although 
far from invariably, as a prelude to full incorpora- 
tion of the controlled polities into the controlling 
one, and often, but not invariably, through the 
medium of the colony. The word “empire” itself 
derives from “imperium,” a central political con- 
cept of the Roman empire that has had many 
meanings in political discourse from Roman to 
modern times, often denoting simply the author- 
ity exercised by a sovereign and sometimes refer- 
ring to the rule of a superior monarch to whom 
other monarchs were subject. The modern usage 
inherent in the term “empire building” has been 
closely connected to the idea of “imperialism.” Both 
developed as concepts during the eighteenth and 
early nineteenth centuries, and both came to be 
fixed in political vocabulary during the last third 
of the nineteenth century. The type of historical 
phenomenon to which they refer is, however, very 
old indeed, dating back at least to the formation of 
the earliest extensive states in the Middle East in 
the third millennium B.c.£. 


ANCIENT EMPIRES 


Trade has almost always been implicated, some- 
times very intimately, in projects of empire build- 
ing. It has been theorized that the first significant 
empires in the ancient Middle East were con- 
structed at least in part to control and derive in- 
come from trade connecting Mesopotamia and 
other areas. Most of the empires of the ancient 
world, regardless of whether or not they were 
constructed primarily for reasons relating to trade, 
necessarily incorporated trading systems within 
themselves, if only because the conduct, or at least 
the taxing, of trade offered a source of revenue. 
In almost all cases of ancient empires of which 
we have detailed knowledge, however, commer- 
cial factors were linked in one form or another to 
a great many others, so that it is often difficult to 
disentangle trade from politics, warfare, agricul- 
ture, public finance, and forms of economic ex- 
ploitation that we would hesitate today to call 
“commerce.” Most of the acts through which the 
Roman empire was constructed are reported by 
their ancient historians to have had little to do 
with trade and more with countering military 
threats, defending the honor of Rome, advanc- 
ing the ambitions of politicians, and so forth. 
And yet we discover that there was almost 
always a set of commercial relationships, usually 
of quite long standing, between the areas Rome 
controlled and the regions it decided to conquer, 
that conquering (and occasionally, as in Germany 
in the first century C.£., retreating) Roman armies 
were accompanied by merchants and traders who 
supplied the troops, purchased booty and slaves, 
and were clearly able to exploit preexisting rela- 
tionships with local economies. By extending its 
control over the Mediterranean and the lands on 
all sides of it and by maintaining a naval force 
that reduced piracy to manageable proportions, 
Rome promoted an expansion of commerce larger 
than the region had ever seen before. And al- 
though the early Romans did not portray them- 
selves as being a particularly commercial people, 
as Roman citizenship became available to persons 
from places throughout the empire, its advantages 
for merchants trading within and beyond the 
empire were so clear that large numbers of busi- 
nessmen actively sought to acquire it. Some of the 
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central commercial activities of the Roman em- 
pire at its height were, however, not entirely con- 
sistent with our standard notions of trade. For 
instance, the grain trade between Egypt and 
Rome was more like a state activity, a system of 
appropriating the bulk of the grain produced in 
Egypt, transporting it to Italy, and distributing it 
in Rome. On the other hand, around the grain 
system a substantial amount of market-based 
commercial activity of a more ordinary sort took 
place, headquartered in the immensely busy trad- 
ing city of Alexandria in Egypt. We shall see that 
this kind of situation existed in some of the Euro- 
pean empires of the sixteenth and seventeenth 
centuries as well. 

The role of trade in the construction and op- 
eration of other great territorial empires of 
premodern times varied considerably, although in 
many cases the variation may have been due more 
to the ways in which commerce was valued in the 
prevailing moral order than to the realities of its 
practical role in the life of society and the state. 

In China, for example, according to the Con- 
fucian worldview adopted as the conceptual 
framework of the imperial bureaucracy, trade was 
a suspect activity, sometimes useful but always 
dangerous to public morality because of the self- 
ishness that lay at its motivational core. Theoreti- 
cally, the place of merchants in the order of society 
was well below that of peasants. In reality, China 
was for the whole of the Common Era one of the 
great trading centers of the world, the key mar- 
keting area and producer of manufactured goods 
for all of East Asia. Chinese silks were the main- 
stay of trade across Central Asia and a crucial fac- 
tor in China’s diplomacy beyond its boundaries. 
Yet, except for relatively brief periods, the Chi- 
nese government declined to acknowledge the 
full significance of commerce, whether domestic 
trade between regions of China or external trade. 
As late as the eighteenth century, when China’s 
public and private finances had come to be de- 
pendent on the silver imports that arose from the 
export of Chinese goods through Western mer- 
chants, Chinese authorities still pretended that 
foreign trade did not matter, that China required 
nothing from the outside world, and that imports 
into China from abroad were merely tribute paid 
by lesser monarchs to the emperor. 
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Another example is afforded by the succes- 
sion of large territorial empires from the tenth 
century to the end of the sixteenth century in 
the western Sudan, just south of the Sahara in 
the interior of West Africa: Ghana, Mali, and 
Songhay. The economic basis of these empires 
appears on good evidence to have the trans-Sa- 
haran gold trade, the enterprise through which 
North Africa, Europe, and the Middle East ac- 
quired most of the gold that served as the pri- 
mary medium of finance and exchange in the 
medieval period. The gold was mined in interior 
areas of the modern states of Ghana and Guinea, 
exchanged for salt from the edges of the desert, 
and transported across the Sahara along well-es- 
tablished routes to the cities of North Africa. The 
trade itself existed from Roman times until the 
eighteenth century, regardless of whether or not 
a single political entity controlled the area south 
of the desert through which it crossed at any 
particular time. 

In a general sense, the empires that rose and 
collapsed there were not essential to the trade, 
although they may in some ways have facilitated 
it. But it is quite clear that controlling the trade 
was among the major objectives of the peoples 
who formed the empires. Nevertheless, the sur- 
viving epics and written histories that contain the 
consciously constructed records of the empires of 
Mali and Songhay make few references to the 
gold trade, featuring instead the feats of heroes, 
the imperatives of religion, and the rivalries be- 
tween peoples and regions. 


EARLY EUROPEAN EMPIRE 
BUILDING 


The history of empire building as an aspect of 
modern imperialism begins in the early fifteenth 
century, and at that time trade was directly at its 
center. In the 1420s, a Portuguese enterprise led 
by Prince Henry the Navigator and backed by fi- 
nancial supporters that included Italian mercan- 
tile interests began exploring the coasts of western 
Africa, primarily to make contact with the coun- 
tries from which the gold that entered the trans- 
Saharan trade came. It was hoped that some or 
all of the gold could be diverted onto Portuguese 
ships, which would benefit the investors, the 


Portuguese state, and, in a general sense, Christen- 
dom in its competition with Islam. By the time 
Henry died in 1460 and the enterprise fell under 
the control of the Portuguese government, expe- 
ditions had in fact reached areas on the West Af- 
rican coast where gold could be purchased. More 
of such areas were contacted during the next two 
decades as the range of Portuguese ships extended 
all the way to Cameroon. At no time, however, 
were the Portuguese able to attract more than a 
relatively small portion of the gold trade into 
routes under their control. They did, on the other 
hand, develop some important new forms of com- 
merce in the region—especially the Atlantic slave 
trade, which Portugal pioneered partly to supply 
labor to the previously uninhabited Cape Verde 
Islands, which had been discovered and colonized 
as a sideline to the main African thrust of the 
project. Portugal also built some permanent for- 
tifications on the coast (largely against intrusion 
from other Europeans, not to control African trad- 
ing partners). This was not much of an “empire,” 
but what there was of it was based on trade and 
on the production of commodities such as sugar 
in the Atlantic islands ruled by Portugal. 
Circumstances changed, however, in the 
1480s, when Portugal sent expeditions south along 
the African coast that revealed the Cape of Good 
Hope and the strong probability that the Atlantic 
was connected to the Indian Ocean. At that point, 
the limited resources of the Portuguese state (a 
very small power by contemporary European 
standards), backed by funds borrowed outside 
Portugal, were directed toward bringing Portu- 
gal into direct contact around Africa with the 
flourishing seaborne trade between East and 
Southeast Asia and the Mediterranean. This trade 
was conducted through a complex commercial 
system centered in southwestern India, a fact of 
which the Portuguese authorities appear to have 
been aware. A heavily armed fleet under Vasco 
da Gama was sent in 1497 around the Cape of 
Good Hope and into the Indian Ocean. The fleet, 
after contacting the edges of the Indian Ocean 
system in the towns of the Swahili-speaking 
peoples of the East African coast, sailed to south- 
western India and announced the presence and 
intentions of Portugal. The Portuguese were not 
well received, both because they were Christians 
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The first European imperial holdings overseas were spearheaded by the Portuguese, as illustrated by this 1500 
map of Portuguese explorer Vasco da Gama’s voyages. (© North Wind Picture Archives) 


in acommercial world dominated by Muslims and 
because they were interlopers clearly attempting 
to cut out the middlemen in an existing trade. 
Da Gama noticed, however, that his ships held a 
technical edge in fighting power. 

In leading Portuguese fleets to India over the 
next few years, da Gama and his successors 
learned to use that edge to establish themselves 
by force at the center of the trading system. They 
stationed warships off the Indian coast, requir- 
ing coastal cities to trade with them regardless of 
whether they wanted to do so or not. They forced 
non-Portuguese merchant ships to purchase li- 
censes to allow them to pass unmolested through 
the area of Portuguese maritime control. In 1510, 
they captured the readily defensible town of Goa 
on the southwest coast of India, from which they 
sent out military expeditions that occupied stra- 
tegic positions at several constricted points along 


the traditional Indian Ocean trade routes. By the 
1520s, they had successfully withstood naval chal- 
lenges and had established a limited maritime 
empire built around trade—one that depended 
for its existence on mobility, naval strength, and 
heavy cannon, and therefore on the selective ap- 
plication of extortion and terror. 

In subsequent years, the Portuguese carved 
out for themselves a more positive role in Asia, 
conducting trade between countries that did not 
maintain friendly relations with each other (such 
as China and Japan), offering transportation ser- 
vices between places in Asia, and developing a 
port of trade with China at Macao that became 
the primary link between China and the Western 
world until the end of the seventeenth century. 
(Portuguese from Macao exchanged Chinese 
goods for silver from Spanish America at the 
Spanish colony at Manila, thereby supplying 
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China with what informally became its basic cur- 
rency.) The Portuguese never managed to divert 
more than a fraction (perhaps a third) of the Eu- 
ropean-Asian trade into their ships, but their 
empire in Asia nevertheless managed to subsist 
and to become a permanent part of the global 
economy, despite severe challenges that arose in 
the seventeenth century. The Portuguese also ac- 
quired bases in East and South Africa to protect 
the way to and from Europe and to provide sup- 
port for their ships (and to make a profit from the 
part of the Indian Ocean trade that extended to 
Africa). In addition, they colonized Brazil, initially 
as an offshoot of their Asian enterprises. 

Although the Portuguese state profited from 
its Asia—Africa-South American empire in the six- 
teenth century, the effects of the empire on Por- 
tugal itself were relatively small. Beyond certain 
limits, the tendencies toward developing a sig- 
nificant capitalist economy based on commerce 
that had been in evidence in Prince Henry’s time 
did not progress very far, as the enterprise of the 
Indies became more of an operation of the state 
than a business undertaking. The income from 
the empire did not, on the whole, remain in Por- 
tugal in the form of capital investments, but was 
distributed (with the spices and other Asian prod- 
ucts) to the commercial centers of northern Eu- 
rope, especially the Netherlands, from which 
Portugal obtained the credit that permitted ships 
to be built and cargoes for the Asian trade to be 
put together. Portugal did not become a great 
European power. Rather, Portugal was overshad- 
owed by its larger neighbor Spain, which created 
its own empire and which, after Portugal failed 
disastrously in an attempt to conquer Morocco in 
1578, took over control of Portugal in 1580 and 
retained it for more than sixty years. 

Spain’s overseas empire became a model for 
the rest of Europe, in part because it was con- 
nected, unlike Portugal’s, with the country that 
was unquestionably the most powerful in Europe 
(the Ottoman empire excepted) between the 
middle of the sixteenth and the middle of the sev- 
enteenth centuries. The founding of the Spanish 
overseas empire began with the voyages of Chris- 
topher Columbus in the 1490s and occurred es- 
sentially at the same time as (and in many respects 
as a direct result of) the formation of Spain itself 


out of the union of Castile and Aragon. The Span- 
ish (actually, the Castilian) state sponsored Co- 
lumbus to achieve the same aim as Portugal: 
finding a direct way to trade with Asia. In fact, of 
course, Columbus found a new continent, al- 
though he spent the rest of his life attempting to 
prove that he had not. Columbus established the 
first overseas Spanish colony in Santo Domingo 
in 1493, primarily to serve as a base for further 
exploration that would reveal the route to the 
mainland of East Asia and thus as a foundation 
for expanded intercontinental trade. But like other 
colonial entrepreneurs for the next two and a half 
centuries, Columbus attempted to make his 
colony pay for itself in the short run by exploit- 
ing mineral resources (especially silver and gold, 
if those could be found) and by establishing plan- 
tation production of consumer goods (and occa- 
sionally raw materials) demanded in Europe. It 
was the last that (barely) sustained the early Span- 
ish colonies in the Caribbean until the great trans- 
formation of the Spanish empire that occurred in 
the middle of the sixteenth century. 

The transformation was a consequence of con- 
tact by Spaniards with two major native American 
states: the Aztec empire of central Mexico in the 
late 1510s and the Incan empire of Peru in the early 
1530s. In both cases, contact was made by small 
military forces operating under essentially autono- 
mous leaders, not by directly appointed officials of 
the Spanish state or by traders. In both cases, these 
leaders decided that instead of trying to establish 
bilateral commercial and political relations (which 
held few advantages for them personally), they 
would use their possession of a more advanced 
military technology, surprise, and incredible ruth- 
lessness to overcome and rule the indigenous states 
and to exploit them as directly as possible, and in 
both cases they got away with it. 

In neither case, however, did the conquest in 
itself change the nature of Spanish imperialism, 
because the riches initially plundered from the 
Aztecs and the Incas were not replaced and the 
economic futures of the new colonies looked un- 
certain in the 1540s. What effected the change was 
the discovery by Spanish exploring parties in that 
decade of two of the richest exploitable silver veins 
in the world, one in what is today Bolivia and the 
other in north central Mexico. At this point, the 


Spanish government intervened heavily in the 
affairs of its colonies, establishing an extensive 
(and expensive) system of direct rule in the New 
World and mustering the resources of the largest 
financial enterprises in Europe to provide capital 
for exploiting the newly discovered resources. The 
Spanish empire in the New World centered on 
silver, at least according to the official view in 
Spain and in the imaginations of the rulers of 
Spain’s European rivals. 

According to the official theory of the Span- 
ish colonial empire (a theory that was the model 
for the legal frameworks of most European over- 
seas empires up to the eighteenth century), the 
American colonies existed in an economic sense 
solely to benefit Spain. The key benefit was to be 
derived from as large and constant a flow of sil- 
ver as possible from the mines in America into 
the Spanish state treasury, with as little diversion 
of the prime commodity as feasible into other 
pockets. The silver would be used by the Spanish 
government to pay the expenses of the nation’s 
great-power standing: the costs of armies and 
wars, of client states, of bribes to foreign politi- 
cians, and of fleets and fortresses to keep other 
states from attempting to undermine Spanish 
control in America. In fact, Spain did manage to 
create and maintain a major source of revenue 
from the silver “trade,” although not enough to 
match the needs of foreign policy and war, which 
led to frequent state bankruptcies even at the 
height of Spanish power in the late sixteenth and 
early seventeenth centuries. 

To make the theory work, Spanish law re- 
stricted all commercial contacts between its colo- 
nies and Europe to ships sailing under official 
control in carefully regulated fleets with naval es- 
corts. The fleets brought with them all the Euro- 
pean (and Asian) commodities that could legally 
be sold in America, together with the trickle of Af- 
rican slaves that was officially permitted to eke out 
the labor resources of the colonies. The fleets, on 
arrival in America, took on their most important 
return cargoes: the state-owned silver produced 
in the state-owned mines. They were also sup- 
posed to carry all the products of the colonies in- 
tended for export to Europe. The intention behind 
the system was not only to ensure the protection 
of the silver supply, but also to prevent excessive 
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expansion of the nonsilver economy of Spanish 
America beyond the minimum necessary to sup- 
port the mines and maintain the basis of Spanish 
control. Spanish law theoretically forbade, or at 
least tried to make very difficult, the construction 
of an autonomous colonial economy either around 
internal trade in America or around exports— 
apart from silver—to the rest of the world. 

The official theory, although seriously en- 
forced for over two centuries, did not actually 
correspond well with reality and therefore could 
never be fully effective. It illustrates a continuing 
theme in the history of modern imperialism: the 
very great divergence that tends to exist between 
the relatively simplistic ways in which commerce 
is viewed within the ideological framework of 
imperialism and the complexities of actual com- 
merce in colonial areas dynamically attached to 
the global economy. In fact, because Spain re- 
quired a substantial Spanish population in its 
colonies to protect its own control and to operate 
a market economy in support of the silver opera- 
tions, and also because in many areas it was found 
desirable to encourage the development of a 
mixed European—Mesoamerican Indian popula- 
tion of European culture, it could not prevent the 
appearance of a complex commercial, agricultural, 
and in some cases industrial economy that func- 
tioned parallel to the silver economy. 

By the seventeenth century, this parallel 
economy had come to dwarf the officially recog- 
nized one, especially in areas such as central 
Mexico, where large cities with populations of 
Western culture had emerged. Intercolonial trade 
(which was officially forbidden) developed on a 
large scale, while demand for European and Asian 
commodities and production for export rose to a 
scale far beyond the capacities of the treasure 
fleets to accommodate. Even in the sixteenth cen- 
tury, demand for slave labor for work on Ameri- 
can estates far exceeded the officially permitted 
limits. Between the late sixteenth and the early 
eighteenth centuries, Spanish America possessed 
one of the most dynamic economies on Earth— 
an economy that could be retarded by state policy, 
but not contained. The result was, among other 
things, smuggling on a large scale. In the late six- 
teenth and the first half of the seventeenth cen- 
turies, it was smuggling in the Spanish overseas 
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empire and other related activities (such as piracy) 
that made it possible for the economies of the 
northwest European states to establish direct, 
profitable connections with the New World. 


BRITISH AND FRENCH EMPIRE 
BUILDING 


Before the early seventeenth century, French and 
English efforts to establish colonies in the Ameri- 
cas were uniformly unsuccessful. They attracted 
widespread public interest, and in the case of 
England they helped to create a kind of national- 
ist mystique of imperialism as England’s destiny, 
but the actual results were less than meager. The 
first hints of success arose from efforts to smuggle 
slaves into the Spanish colonies in the 1560s and 
1570s and from outright piratical raids on Span- 
ish shipping. Even after permanent English and 
French colonies were established starting in 1607— 
1608, a significant part of the business that many 
of them did was involved with the smuggling 
trade in Spanish America. This was especially true 
of the formal and informal colonies established 
by English groups in the Caribbean in the 1620s 
and 1630s, but the settlements in mainland North 
America had some of the same character. The lat- 
ter were, in any case, economically small, almost 
insignificant, compared to the wealth of the Span- 
ish colonies, until near the end of the seventeenth 
century. When Englishmen in particular thought 
about their imperial future in America through- 
out the seventeenth century, the ideal form of that 
future was England’s acquisition of most or all of 
the Spanish empire. When they attempted to ra- 
tionalize their colonial administration, their first 
inclination was to imitate Spain. 

The first major breakthrough of northwestern 
Europe into modern commercially based imperi- 
alism came not in America, but in Asia. In the late 
sixteenth century, several expeditions from the 
Netherlands and England sailed to the Indian 
Ocean to test the strength of the Portuguese pres- 
ence. These first efforts were followed in the early 
seventeenth century by the foundation of the 
Dutch and the British East India Companies, which 
were to remain for two centuries the institutional 
bases for the building of European empires in Asia 
and the world’s largest trading corporations, inti- 


mately tied to the development of modern capi- 
talism. At the start, it appeared that the two com- 
panies would cooperate, but by the 1610s they had 
become serious rivals, as the Netherlands briefly 
rose to the status of a great power and as Dutch 
capital made the Dutch East India Company for 
the time being the larger and more successful. 

The Dutch company pioneered newer, more 
efficient sea routes from the Atlantic into the In- 
dian Ocean and centered its activities not in India 
but in Java, in modern-day Indonesia. There, of- 
ten as a result of decisions taken by authorities on 
site as opposed to the company’s directors in the 
Netherlands, they created the core of a substan- 
tial land empire, which eventually incorporated 
large parts of the Indonesian islands and a great 
deal of Ceylon (modern-day Sri Lanka). This em- 
pire was used as a self-supporting strategic base 
from which Dutch naval and military forces rap- 
idly built up almost total control of the spice trade 
and a large part of the Asian pepper trade as well. 
Control was maintained through large expendi- 
tures on armies, fleets, fortifications, and colonial 
towns, all of which amounted to a heavy over- 
head that the company bore for the entire period 
of its existence. In the seventeenth century, the 
expense seemed to be clearly justified. Not only 
did the company itself obtain great profits from 
its direct trade with Europe, but also it supplied 
Dutch commerce with an array of items that were 
used to conduct trade throughout Europe and the 
rest of the world. 

The Dutch also pushed aside (although they 
did not entirely dislodge) the Portuguese from 
their dominance of intra-Asian seaborne com- 
merce, taking over, for example, the monopoly on 
trade between Japan and the rest of the world. 
The Dutch East India Company’s empire was truly 
built around trade, but its involvement in politi- 
cal control over diverse peoples and political sys- 
tems, its efforts to control spice production, and 
most of all, the large overhead that it was required 
to bear meant that there was always a consider- 
able strain between the aim of conducting com- 
merce profitably and the costs of maintaining the 
empire. In the eighteenth century, the strain pre- 
vented the company from responding effectively 
to British competition. 

The British East India Company had been 
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Shown here is the retreat of the British from Concord, Massachusetts, at the outset of the American Revolution. The American Revolution 
took a large piece out of the British empire and helped to change the nature of the Atlantic economy. (© North Wind Picture Archives) 


forced by Dutch successes in Southeast Asia to fall 
back on the traditional centers of Asian trade in 
India. More or less by accident, the English com- 
pany found itself in the third quarter of the sev- 
enteenth century in a position to take advantage 
of a fashion that had suddenly appeared in Eu- 
rope for Asian textiles, especially colored and 
printed cottons generically known as “calicoes” 
that were produced on a large scale in certain ar- 
eas of India. The English company aggressively 
marketed calicoes in Europe and exploited the fi- 
nancial and industrial capabilities of India to cre- 
ate an immensely profitable trade, which secured 
the company’s position in Asian commerce at the 
same time that it opened the company to intense 
criticism at home from domestic textile produc- 
ers. When the latter succeeded (in 1700 and 1720) 
in getting Parliament to limit and then ban the 
sale of most types of calicoes in Britain, the com- 
pany was able to move flexibly to focus on the 
export of cottons to other countries, and to switch 
its resources to the exploitation of anew commod- 


ity: tea. Although the fashion for tea had also ap- 
peared in the third quarter of the seventeenth 
century, it had taken the East India companies 
some time before they had become convinced that 
the custom of tea-taking (like that of coffee drink- 
ing) was permanent. In response to a growing 
demand for tea in the early eighteenth century, 
the British East India Company sought and ob- 
tained permission to conduct regular trade with 
Canton (Guangzhou) in China. Tea obtained by 
this means became the mainstay of the company 
throughout the first half of the eighteenth cen- 
tury and the source of its continuing profitability. 

One of the keys to the British East India Com- 
pany’s success was that, until well into the eigh- 
teenth century, it remained preeminently a 
trading company. It did acquire direct political 
control over the immediate vicinity of its main 
commercial bases in India, especially Madras and 
Calcutta, the latter by agreement with the Mughal 
empire and the local rulers of Bengal, but that 
control was exercised as a convenience for com- 
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merce, not as a step toward empire. Except for a 
brief and unsuccessful episode in the seventeenth 
century, the company deliberately eschewed the 
more grandiose policies of its Dutch rival, thereby 
avoiding the overhead and the political compli- 
cations that imperialism brought with it. The re- 
wards were obvious: continual profitability, 
substantial capital accumulation, and the ability 
to move that capital flexibly into new lines of trade 
to meet new conditions, as happened with tea. 
The Dutch company also attempted to exploit the 
calico fashion and the demand in Europe for tea, 
but with much less success because it could not 
concentrate its resources the way the English com- 
pany could. 

However, by the 1740s the English (now Brit- 
ish) East India Company found itself moving into 
a new, more aggressively imperialistic phase, 
much against the will of most of its directors. The 
effective collapse of the Mughal empire in the first 
half of the eighteenth century brought the 
company’s officials in India into the complex polli- 
tics of the empire’s competing successor states, 
both to maintain the company’s position and to 
take personal advantage of opportunities to make 
fortunes in the chaos of India’s fragmentation. A 
serious threat from the French Company of the 
Indies in the 1740s and 1750s to insert itself into 
Indian trade and oust the British encouraged the 
British company to take an enhanced political role 
in India. During the imperial wars of the mid- 
eighteenth century (1740-1748 and 1756-1763), 
the British East India Company’s forces in India, 
eventually backed by regular British troops and a 
fleet, led a coalition of Indian allies to defeat the 
French company and its allies. In the process, the 
East India company emerged as the paramount 
power on the Indian subcontinent, while the 
company’s policies became a central issue of Brit- 
ish politics. It was an uncomfortable position for 
a trading company. The company’s commercial 
operations were unable to produce an income to 
meet its expenses in the 1760s and 1770s, while 
the British imperial presence in India created an 
opportunity for large fortunes to be made by com- 
pany employees and interlopers. Through a se- 
ries of changes enacted in the 1770s and 1780s, 
mainly in response to company insolvency and a 
major corruption scandal, Parliament assigned 


control of the company’s political functions to the 
British government. Although the East India 
Company survived until 1858, it became increas- 
ingly an arm of government, losing its legal mo- 
nopoly of India trade in 1813. 

While the Dutch and, more spectacularly, the 
British succeeded in constructing substantial em- 
pires in Asia based, initially at least, on seaborne 
trade, the creation of empires to rival that of Spain 
in America arose from the establishment of an eco- 
nomic system in which trade was subordinated 
to colonial production of a consumer commodity: 
sugar. In the 1650s, the government of Oliver 
Cromwell attempted seriously to realize the En- 
glish imperialist aim of conquering the Spanish 
colonies, starting with the Caribbean. The force 
sent to do so failed badly, but occupied Jamaica as 
a consolation prize. The English state, with En- 
glish investors, moved strongly to retrieve some- 
thing from the situation. It sponsored a program 
of promoting the rapid development of Jamaica 
and Barbados (which England already possessed) 
as plantation colonies, producing goods for the Eu- 
ropean market on a large scale. It became clear that 
the most promising of these commodities was 
sugar, already in production in Barbados using a 
technology and slave labor system pioneered by 
the Portuguese. 

With strong government support and substan- 
tial investment, the sugar plantations of Barbados 
and Jamaica expanded greatly in the latter part of 
the seventeenth century. The demand for sugar 
also increased throughout Europe, but particularly 
in Britain, especially after sugar came to be taken 
customarily with tea, which was the case in Brit- 
ain by the early eighteenth century. The success 
of the British sugar plantations led to efforts by 
France, the Netherlands, and several other coun- 
tries to establish their own West Indian colonial 
plantation economies in the late seventeenth and 
throughout the eighteenth centuries. The French 
plantations in the country that is today Haiti, in 
Martinique, and in Guadeloupe became, by the 
middle of the eighteenth century, even more pro- 
ductive than the British colonies. Much of the 
imperial warfare of the eighteenth century cen- 
tered around efforts by the British and French to 
dislodge each other from their Caribbean colonies, 
with the honors on the whole going to the British. 


Around the colonial sugar economies that 
developed in the Caribbean, a system of trade, 
migration, and finance emerged that connected 
several areas bordering on the Atlantic together. 
The West African slave trade expanded enor- 
mously to meet the demand for labor in the sugar 
islands. English and French slave traders soon 
surpassed their Portuguese predecessors in the 
scope of their operations. The English colonies in 
North America, which had led a precarious eco- 
nomic existence up to the 1660s, now largely re- 
oriented themselves toward the West Indies. With 
the partial exceptions of Virginia and Maryland, 
they became primarily exporters of food to the 
Caribbean, and the extensive economic, territo- 
rial, and demographic development that they 
experienced up to the time of the American Revo- 
lution continued to be based on the West Indian 
connection. By the third quarter of the eighteenth 
century, a highly complex, dynamic Atlantic 
economy had developed, involving the colonies 
of several different European countries and the 
satisfaction of consumer demand on both sides 
of the ocean. Between them, the Atlantic economy 
of the eighteenth century and its counterpart in 
Asia, by now tending to be dominated by British 
interests, constituted a functioning global 
economy, the direct ancestor of the one that now 
exists. That economy was held together by a com- 
plex set of trade links. 

Global economies and global empires were 
not, however, the same thing. Every European 
country that engaged in the Atlantic economy 
attempted in one way or another to establish po- 
litical control over the portion of Atlantic com- 
merce that rested on its own colonies. The 
imperial systems of trade controls and economic 
regulations (represented in the British sphere by 
the Navigation Acts) by which they attempted to 
keep the profits derived from their colonies within 
their nations’ own spheres required active and 
continuous government intervention, hence the 
importance of keeping colonial governments un- 
der firm central control. But the costs of main- 
taining such control were often high, and the costs 
of protecting colonies against encroachment by 
other empires were even higher. 

Corners were frequently cut, which reduced 
the extent to which trade regulations could be 


EMPIRE BUILDING 317 


enforced. Most of the British North American and 
Caribbean colonies were effectively self-govern- 
ing and self-financing from their origins, which 
meant that until the mid-eighteenth century, the 
imperial policies that were regularly enforced 
tended to be primarily the ones in which the colo- 
nists saw benefits. Evasion of commercial regula- 
tions was widespread, largely because the realities 
of the Atlantic economy provided vast opportu- 
nities for profitable trade outside the legal limits 
of imperial systems. The French colonies were 
much more directly governed, but even there, the 
ability of trade to find its way outside imperial 
constrictions was quite considerable. The impe- 
rial connection was occasionally profitable to colo- 
nists, especially when it worked to reserve to them 
some segment of the British or French domestic 
market. Also, at least in the British case, the in- 
creasingly successful global aggression of the im- 
perial state in its wars against France created 
significant new opportunities for trade and invest- 
ment in conquered territories. 

However, as is well known, the expensive 
success of Britain in the Seven Years’ War (1756- 
1763), which brought British dominance in India 
and the practical elimination of France from im- 
perial competition in North America, led to a con- 
certed effort by the British government to force 
its American colonies into a more centralized, 
more coherent imperial polity, one in which the 
colonists’ previous ability to govern themselves 
and to evade unwanted restrictions was to be se- 
verely limited. With other factors, this led to the 
American Revolution (1775-1783), which took a 
large piece out of the British global empire and 
helped to change the nature of the Atlantic 
economy. Although Britain strongly reasserted 
itself as the world’s leading imperial power dur- 
ing its long wars against revolutionary France and 
Napoléon Bonaparte (1793-1815), the notion of a 
political empire that could control world trade 
and restrict it within the limits set by an imperial 
nation-state had effectively passed by the end of 
those wars. 

During the years between 1815 and the 1870s, 
the notion of empire building lacked coherence 
in Britain and its colonies. The fact that Britain 
possessed a huge formal empire consisting of 
colonies around the world was recognized (and 
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a source of pride to Britons), and that the empire 
was generally advantageous to trade, exports, and 
investment was recognized as well, despite the 
existence of colonies (such as those in the West 
Indies) that were rapidly moving toward eco- 
nomic marginality. But the vast expansion of Brit- 
ish production that had occurred as a result of 
the Industrial Revolution, the growth of British 
investments across the world, and the realization 
that Britain’s best customers resided outside its 
colonies all led to the conclusion that there was 
no necessary coincidence between a growing em- 
pire made up of colonies and a growing global 
economy. On the whole, the British government 
and the British public preferred to follow policies 
according to which the state acted abroad in a flex- 
ible way to protect or advance specific British in- 
terests as needed by putting pressure on foreign 
governments to change their tariff policies, block- 
ading the ports of countries that defaulted on their 
debts, sending forces to respond to attacks on Brit- 
ish traders, and so forth. This has been called “in- 
formal imperialism,” although it does not seem to 
have amounted to a coherent program. It did re- 
sult in the expansion of directly ruled territories 
abroad (especially on the borders of India, which 
was consolidated under British rule and greatly 
increased in size in the nineteenth century). 

On many occasions, the British government 
deliberately passed up opportunities to declare 
new colonies, and often when it did establish 
them, it was a result of a slow process by which 
British commercial (and sometimes missionary) 
interests penetrated regions in which existing 
governments were unable or unwilling to sup- 
port the kind of economic and social change the 
British brought with them. Colonies inhabited 
mainly by European settlers were regularly given 
self-governing status as soon as was feasible. 

Other countries with rapidly developing 
economies but without the edge possessed by 
Britain tended to be more tempted to enlarge 
their empires deliberately before the 1870s. The 
United States did so by purchase and conquest, 
adding a large portion of North America to its 
holdings but eventually incorporating it all into 
the nation itself. France, more often motivated 
by domestic political considerations and by the 
ambitions of officials in colonial areas than by 


the requirements of trade, conquered Algeria, 
began the process of establishing a large African 
and Southeast Asian empire, and attempted un- 
successfully to dominate Mexico. It was not at 
all clear that French trade or the French economy 
as a whole benefited significantly from these 
activities, but at least they supported France’s 
role as a great power—a matter of considerable 
significance in French politics. 


NEW IMPERIALISM OF THE LATE 
NINETEENTH CENTURY 


In the 1880s and 1890s, a new wave of imperial- 
ism swept across Europe, eventually involving the 
United States and Japan as well. The reasons for 
the appearance of the “new imperialism” were 
complex and have been heavily debated by his- 
torians. The favored explanations include changes 
in the diplomatic balance of power in Europe, the 
effects of economic modernization on European 
societies, the growing complexity of European 
politics, and class anxiety among the bourgeoisie. 

One thing that is clear is that trade in itself 
had relatively little to do with it. Rather, areas of 
the world in which the merchants of particular 
great (and lesser) European powers had inter- 
ests came to be reconstructed in public discourse 
as regions in which political control had to be 
established to secure the economic and strategic 
future of the country involved. The local trad- 
ing and investment interest (which was as likely 
as not to be in some sense multinational any- 
way) largely provided a focus and an excuse for 
political action to advance national interests. 
Under such circumstances, trading groups natu- 
rally tried to take advantage of the situation by 
portraying their own concerns as appropriate 
ones for state support, as when Sir George Goldie 
obtained British government backing in the 
1880s and 1890s for establishing political control 
of southern Nigeria and for monopolizing the 
palm oil trade of the region. But on the whole, it 
cannot be said that the intense political compe- 
tition that led to the partition of Africa and to 
vastly heightened international tension in the 
years before World War I was really about trade. 
And the colonial empires that emerged tended, 
despite all the rhetoric that had led to their sei- 


zure, not to be exclusionary with regard to trade. 
Most had necessarily to encourage economic 
development for participation in world markets 
as well as the national markets of the imperial 
countries. 

In the years after World War I, after France 
and Britain established temporary control over 
much of the Middle East to facilitate the develop- 
ment of the area’s oil resources, systematic empire 
building by the old imperial powers essentially 
ceased. Attempts were made to convert imperial 
arrangements into economic systems beneficial 
both to the imperial state and to the colonies, a 
few of which (the British sterling area and the 
Commonwealth) had some positive economic 
effect. But the stresses of World War II and the 
clear failure of colonialism as a means of afford- 
ing successful political and economic develop- 
ment in an era of globalization led to the rapid 
dismantling of the major surviving overseas em- 
pires after 1945. The attempt of Japan and the re- 
vived effort of Germany after 1933 to create 
empires, in part to protect themselves against 
dependency on the global economy, failed vio- 
lently in World War II, and the undeclared effort 
of the Soviet Union to do much the same thing in 
defense of world communism collapsed in the late 
1980s. The question of whether or not there will 
be a return to empire building in the twenty-first 
century remains open. 


Woodruff D. Smith 


See also: Colonization; Discovery and Exploration; Indus- 
trial Revolution; Portugal; Saharan and Trans-Saharan 
Trade; Tea. 
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ENERGY 


New and existing energy technologies have 
been catalysts of changes in trade patterns 
since the Industrial Revolution. 


Since the advent of the steam engine and the In- 
dustrial Revolution, energy technologies and the 
search for new fuel sources to generate energy 
have been one of the catalysts of changes in trade 
patterns, either by way of direct territorial expan- 
sion and conquest, or by way of indirect control 
of energy sources by the developed countries. In 
other words, up to the last quarter of the twenti- 
eth century, increased world trade and energy 
utilization grew concomitantly, at least in the de- 
veloped countries. This all changed with the en- 
ergy shocks of the 1970s. 

Over the last decade of the twentieth century, 
trade in energy came to the fore. There were es- 
sentially three elements involved in this change: 
(1) liberalization and deregulation of energy mar- 
kets; (2) increased awareness of environmental 
damage caused by energy production, transmis- 
sion, and consumption (which is felt much more 
in the developed world than in the developing 
countries); and (3) the development of new en- 
ergy production technologies. 

For most of the twentieth century, public utili- 
ties in the United States as well as elsewhere were 
vertically integrated monopolies, either privately 
owned and regulated or publicly owned corpo- 
rations. These monopolistic utilities supplied ser- 
vices and goods such as energy, communication, 
and transportation. The monopolistic structure of 
these markets was justified mainly because of the 
existence of economies of scale (the average cost 
of supplying the service/good by the utility de- 
creases as production increases). This market 
structure was challenged when technological 
improvements reduced and even abolished the 
economies of scale. Thus, liberalization and de- 
regulation of public utilities industries and mar- 
kets started to shake market structures. 

Environmentalists perceived the deregulation 
of energy markets as entailing potential danger. 
They traditionally saw energy production and con- 
sumption as an adverse phenomenon and aimed 
at curbing it. Their negative position derived from 
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the fact that in the old regulated regime, they had 
political power and influence to pressure for ini- 
tiatives of conservation, energy efficiency, and re- 
newable energy investments. All these initiatives 
aimed at decreasing the amount of power capac- 
ity needed. The costs of these expensive programs 
were borne by ratepayers or taxpayers. These pro- 
grams could not have been financed voluntarily 
in a deregulated and competitive market. More- 
over, environmentalists feared that a move toward 
energy competition would decrease energy prices 
by producing and transmitting energy in more ef- 
ficient ways (as well as by abolishing the environ- 
mental energy programs). 

Between the oil shocks of the 1970s and 1986, 
“energy intensity” in the United States—as mea- 
sured by energy use per dollar of gross domestic 
product—declined at a rate of more than 2 per- 
cent per annum. This largely derived from the 
emphasis given to more energy-efficient technolo- 
gies in an environment of increasing and highly 
volatile energy prices. However, the decline in en- 
ergy intensity has moderated since the mid-1980s; 
this is largely because of a concomitant modera- 
tion in energy price increases. The success of effi- 
cient-energy and other conservation policies in 
decreasing energy needs brought some to believe 
that by conservation and efficiency alone all en- 
ergy needs could be supplied. If this were indeed 
the case, there would be no need to build hun- 
dreds of new power plants and upgrade transmis- 
sion capacity, which besides being extremely costly 
has negative externalities. Unfortunately, the con- 
sequences of this school of thought were shortfalls 
in both transmission and available generation ca- 
pacity in many electricity markets, such as in Cali- 
fornia in the summer of 2002. Moreover, the fact 
that the capacity crisis hit California, which was 
one of the world’s electricity deregulation leaders, 
dissuaded many states from completing their de- 
regulation plans. This infrastructure shortage has 
proven to be a severe constraint to competitive 
trade in energy and deregulation initiatives. 

This trend of change in energy markets, that 
is, the increasing importance of trade in energy, 
may eventually lead to a global movement toward 
a cleaner and more sustainable technology: hy- 
drogen-based energy production. Indeed, this 
change, for example, transformed natural gas 


from a power generation source that was “too 
valuable to use in electricity generation” to a 
cleaner, cheaper, and more efficient fuel input for 
electricity generation. Moreover, recent develop- 
ments in distributed energy (small power plants 
located near the consumption sites, which are 
generally integrated with the existing electricity 
grid), as well as recent technological develop- 
ments such as combined cycle gas turbines that 
rely on natural gas, have proven to be economi- 
cally viable options to large-scale oil and coal- 
burning and nuclear power plants. However, for 
distributed energy to win a significant share of 
the market, a number of conditions must be met: 
(1) the new electricity metering systems should 
be supported by government; (2) bureaucratic 
barriers and adversarial regulations (taxation, 
standards, and so on) should be updated to sus- 
tain a new era of in-house energy production; and 
(3) anachronistic (indirect and direct) subsidies to 
older oil- and coal-burning and nuclear power 
plants should be abolished. 

It is expected that future power plants will be 
much smaller than we have become used to. And 
this, because of innovations that not only abolish 
the norm in energy markets of “economies of scale,” 
but also because the new technologies are less risky 
in the financial sense and more flexible. Indeed, we 
can now start to talk about “diseconomies of scale” 
in energy generation and trade. 

However, even when distributed energy and 
other micropower technologies acquire a significant 
share of the energy market, the power transmission 
grid will not become obsolete. In the future energy 
market, households/businesses/factories will be 
both consumers and producers of power; each of 
them will have a small (“micro”) generator, fueled 
with natural gas, hydrogen, or some renewable 
energy. The “plant” will supply all the energy 
needs of the economic unit, such as heating, light- 
ing, and so on. However, it will be connected to 
the regional electricity grid through power meters. 
Thus, when the unit acquires surplus power, it will 
sell it through the grid at a competitive market price 
to other units, which are short of capacity. The ex- 
istence of so many independent small potential 
energy producers and the real-time supply elas- 
ticity acquired through price signals from real-time 
energy markets will bring about a decline in the 
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market power (ability of producers to unilaterally 
increase market prices above their marginal costs) 
of large-scale commercial power producers and 
“free trade in energy” may eventually emerge. 


Eli Goldstein and Warren Young 


See also: Electricity. 
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ENGELS, FRIEDRICH 
(1820-1895) 


A German revolutionary social and political 
philosopher, cofounder of Marxism and com- 
munism, born in Barmen in 1820. 


Friedrich Engels’s father was a well-to-do textile 
manufacturer. Early in his life, the German poet 
Heinrich Heine and the German philosopher 
G.WE Hegel influenced him. After serving for one 
year as an army volunteer in Berlin in 1842, he 
moved to Manchester already endorsing commu- 
nism under the influence of the German socialist 
Moses Hess. In 1844, he published Outlines of a 
Critique of Political Economy (generally known as 
the Umrisse), in which he demonstrated that all 
categories of political economy presuppose com- 
petition under private property. For Engels, com- 
petition based on self-interest generates monopoly. 
Competition as a necessary feature of private prop- 
erty leads to the centralization and concentration 
of property. Thus, he concluded that competition 
is a law that produces monopoly, the elimination 
of private property, and social revolution, and that 
the capitalist system is heading toward self- 
destruction through forces immanent within it. 
While working in his father’s Manchester cot- 
ton mill, Engels was shocked by the laborers’ 
working conditions. In 1845, he published The 
Condition of the Working Class in England. The capi- 
talist law of competition had already set in mo- 
tion the Industrial Revolution, thus creating a new 
revolutionary force: the propertyless working 
class. Engels contributed several articles to the 


journal Franco-German Annals (edited and pub- 
lished by Karl Marx in Paris). In 1844, Engels and 
Marx had their first serious meeting and realized 
that they truly shared the same understanding 
of the political economy and philosophy of capi- 
talism. When Marx moved to Brussels after being 
expelled from France, Engels took Marx to Lon- 
don to meet several Chartist leaders including 
George Harney. In 1846, they went back to Brus- 
sels and set up the Communist Correspondence 
Committee hoping to unite all European social- 
ists. In 1848 in London they coauthored the 
12,000-word pamphlet The Communist Manifesto 
disseminated in several European languages; 
their goal was to explain communist theory to an 
international working-class audience. By the end 
of 1848, both Marx and Engels were expelled from 
Belgium. They moved to Cologne where they 
started publishing the radical newspaper New 
Rhenish Gazette. In less then a year, Marx and 
Engels were forced to leave Germany. They went 
to London in 1849. 

Engels was the only source of financial sup- 
port to the Marx family. Unable to raise enough 
money in London, Engels returned to Germany 
and worked in his father’s business. After Marx’s 
death in 1883, Engels devoted most of his time to 
editing his friend’s drafts and eventually published 
the second and third volumes of Das Kapital. He 
died in London in 1895. His other major works 
include Synopsis of Capital (1868), On Authority 
(1872), Socialism: Utopian and Scientific (1877), The 
Origin of the Family, Private Property, and the State 
(1884), and Law of Value (1895). 


Fadhel Kaboub 
See also: Marx, Karl. 
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ENGLAND’S TREASURE 
BY FOREIGN TRADE 


A seventeenth-century economic tract, writ- 
ten by Thomas Mun, that argued that England 
needed to establish a mercantile system based 
on foreign trade. 
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Thomas Mun was a director of the British East In- 
dia Company and an important early theorist of 
England’s mercantile system. His work, England's 
Treasure by Foreign Trade, written in the 1630s and 
published in the 1660s after the Restoration and as 
Parliament started to debate and create its naviga- 
tional laws, set the basis for English mercantilism. 
His work sought to explain the importance of 
merchants and mercantile activity to England, 
especially as a way to increase England’s wealth 
and power while explaining why foreign trade 
was so lucrative. 

The tract begins by examining those qualities 
needed by a merchant interested in becoming in- 
volved in foreign trade. A successful merchant 
needed to be well educated to deal with the book- 
keeping of business and knowledgeable of not only 
England’s weights and measures but those of oth- 
ers. The merchant must know the customs and 
regulations of foreign states, be familiar with the 
commodities they produce and demand, and un- 
derstand the system of bills of exchange. The mer- 
chant, beyond possessing the knowledge of basic 
business skills and the regulations and duties of 
his craft, must understand the shipping industry, 
insurance, supply and demand, prices, wages, and 
any other element that might affect the success of 
his business. All these qualities allowed the mer- 
chant to succeed at the ever-expanding and com- 
plex foreign trade. Finally, the merchant needed 
to learn the languages and customs of his trading 
partners and be a lifelong scholar. 

After explaining the basic qualities of a success- 
ful merchant, the work then illustrated the impor- 
tance of foreign trade to England. To succeed at 
foreign trade, Mun argued that England needed 
to ensure that it exported more than it imported, 
thus maintaining a favorable balance of trade and 
a flow of wealth into, not out of, England. Within 
this, because England lacked natural sources of 
gold and silver, wealth needed to be exported in 
order for England to succeed at foreign trade. If 
foreign trade was well managed, the outflow of 
specie would be minor in relation to the inflow. 
England would not be increasing its consumption 
of wares, rather, the surplus brought into England 
by foreign trade could then by reexported to other 
states in exchange for specie. The example pre- 
sented in the work to support this argument con- 
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cerned England’s economic relationship with 
India. In India, little demand existed for English- 
produced commodities, yet England, and the rest 
of Europe, possessed a great demand for Indian 
commodities. Therefore, exportation of gold and 
silver allowed England to purchase large amounts 
of these commodities that it then could reexport 
to the rest of Europe in exchange for specie. One 
last point made by Mun, and an important one in 
convincing the state to support foreign trade, in- 
volved the issue of revenue. Not only could the 
state collect money from importation and expor- 
tation, but also the concept of reexportation cre- 
ated another avenue of revenue. 


Ty M. Reese 


See also: Heckscher, Eli Filip. 
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ENTERTAINMENT 
Any form of performance designed to amuse. 


Since ancient times people have enjoyed enter- 
tainment as a means of escape from the daily cares 
of their lives. Ancient Egyptians held large din- 
ner parties during which musicians, singers, danc- 
ers, and acrobats amused the guests. Although 
the Egyptians engaged in a variety of leisure ac- 
tivities such as hunting, they did not construct 
large entertainment facilities. The major civiliza- 
tions before the Greeks relied on the same forms 
of entertainment as the Egyptians. 


ANCIENT AND MEDIEVAL ERAS 


The ancient Greeks were the first civilization to pro- 
mote entertainment on a large scale. Ancient Greeks 
enjoyed sports competitions, including the Olym- 
pic games. In Athens, actors performed the Greek 
tragedies of Euripides, Sophocles, and Aeschylus, 
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Mass entertainment—including gladiator combat at the Coliseum—was an important aspect of life in ancient Rome. Supplying the slaves 
and wild animals for the contests represented a minor, but lucrative, part of Rome’s vast trading system. (Library of Congress) 


as well as the comedies of Aristophanes. The ruins 
of Greek amphitheaters, where plays and other 
forms of entertainment were performed, can be 
located in most cities throughout Greece and parts 
of Asia Minor. People would travel from far away 
to enjoy these different forms of entertainment and 
in the process would purchase local goods, often 
by simply exchanging some of the products of their 
own region through a system of barter. This ex- 
change of goods often developed into a long-term 
trading relationship between the two regions. 
The ancient Romans, following the example of 
the Greeks, also constructed large amphitheaters 
for entertainment. During the first part of the Ro- 
man empire, up to the reign of Constantine, when 
the empire became Christian, another form of en- 
tertainment that was popular was the gladiatorial 
games. The Coliseum in Rome, with its subterra- 
nean tunnels where slaves, Jews, Christians, and 


gladiators awaited their deaths, was an expensive 
building project as most entertainment facilities 
today are. The grand scale, with 45,000 seats, indi- 
cates the widespread desire for blood sport. The 
Romans also enjoyed chariot races, another form 
of entertainment that could become deadly and 
was Often bloody. The Circus Maximus, the largest 
of several circuses in Rome, could accommodate 
250,000 spectators. Ordinary Roman citizens also 
played simple games with stones. 

From ancient times through the medieval 
ages, all societies enjoyed annual festivals—usu- 
ally connected with the worship of a deity. A 
statue that represented the god, goddess, or saint 
would be carried through the streets of the town, 
and a parade of people would follow. The pro- 
cession usually ended with a feast where wine, 
beer, or delicacies could be enjoyed along with 
music and dancing. 
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During the Middle Ages, minstrels would 
travel from one court to another to entertain the 
royalty and nobility. Often, merchants would ac- 
company these entertainers. At the larger fairs, 
such as the one at Champagne, entertainers 
would amuse the crowds while the merchants 
hawked their wares. Entertainment and trade had 
merged. 


NINETEENTH CENTURY 


During the nineteenth century, entertainment 
expanded to include actors and actresses who 
performed on stage. Some of these performers 
were musicians, some were dancers, and some 
were actors. Saloon owners provided entertain- 
ment as a way to entice customers to spend more 
time, and subsequently spend more money, in 
their establishments. The entertainment usually 
included a piano player and possibly women who 
sang or danced. 

With the formation of professional sports 
teams in the late nineteenth century, sports and 
trade developed a symbiotic relationship. Base- 
ball teams relied initially on the gross ticket and 
concession receipts to fund their organization. As 
sponsors began supporting the teams in exchange 
for advertising at the ballpark, customers began 
purchasing more of the listed products. Tobacco 
companies realized the potential of targeting the 
sports fans and decided in the 1870s to begin en- 
closing baseball cards with their cigarettes in an 
effort to develop brand loyalty. Later on, bubble- 
gum companies used the concept of combining 
their product with baseball cards. Eventually, 
baseball cards were sold separately and a whole 
new industry developed. 


SPECTATOR SPORTS 


By the 1960 and 1970s, advertisers were signing 
endorsement contracts with sports figures, es- 
pecially after the widespread exposure of televi- 
sion expanded the potential target market. The 
first example of a sports personality endorsing a 
product occurred when Muhammad Ali boxed 
wearing Adidas shoes during the 1960s. In the 
1970s, Joe Namath became the spokesman for a 
panty hose company, playing on his image as a 


sex symbol. Since then, sports personalities such 
as Michael Jordan, Magic Johnson, and Larry 
Bird have all endorsed products. By the 1990s, 
many sports personalities earned more through 
their endorsements than from their sports sala- 
ries. Sports shoe manufacturers such as Nike, 
Puma, and Adidas increased their market share 
as sports fans sought to emulate their favorite 
sports heroes. 

Food and beverage companies also used 
sports figures to promote their products. The first 
instance of this was the endorsement of Coca-Cola 
by “Mean” Joe Green. Coke’s competitor, Pepsi, 
turned to well-known entertainers such as 
Michael Jackson and Britney Spears to promote 
their product. Corporate endorsements have 
moved beyond the use of individual 
spokespeople to team sponsorship. Many sports 
facilities are now named after companies. The 
Staples Center in California and the American 
Airlines Center in Dallas, Texas, are two such ex- 
amples. Advertisers realize that the wider the ex- 
posure of the company or product name, the 
greater the value of the investment. With televi- 
sion audiences from around the world watching 
sporting events, the investment helps to increase 
name recognition and therefore sales. 

When advertisers like the tobacco industry 
were prohibited from purchasing ad time on na- 
tional television, company executives circum- 
vented that restriction by sponsoring big sporting 
events. The Winston Cup NASCAR race and the 
Virginia Slims Tennis Circuit are two examples of 
this type of sponsorship. The company name is 
mentioned repeatedly during the broadcast with- 
out the direct marketing of the cigarettes. It is a 
subtle way of advertising the product. 

Besides the use of sports and entertainment 
personalities in advertising, both sectors have de- 
veloped markets of their own. Sports teams have 
established clothing lines and promotional items 
from pennants to signed balls. Anything with a 
team name or logo is sold. At first, these items were 
sold at the stadium during games, but during the 
1990s several teams began establishing retail shops 
in shopping centers to reach shoppers who might 
not attend games. Entertainers have followed the 
same path. Actresses such as Jaclyn Smith and 
models like Rachel Hunter have clothing lines 


named after them. Posters, dolls, and an assortment 
of collectibles are all marketed under their label. In 
most cases, none of these items has anything to do 
with the entertainer, but a whole market has de- 
veloped from the sheer name exposure the indi- 
vidual receives on television and on the Internet. 


HOLLYWOOD 


The entertainment industry itself accounts for a 
substantial amount of trade. Hollywood was 
founded on the movie industry. Although these 
films are viewed across the United States, many 
are exported around the world as well. Filmmak- 
ing is a billion-dollar industry. According to the 
Motion Picture Association, domestic receipts in 
2002 amounted to $9.5 billion. More than 1.6 bil- 
lion people attended the movies during the year. 
International net revenue from the movies 
amounted to $9.64 billion. Half of the sales were 
generated in Europe, the Middle East, and Africa, 
while another 40 percent was generated in the Asia- 
Pacific region and the remaining 10 percent in Latin 
America. Over 7.3 million people watched the 
movies overseas in 2002. The profitability of the 
industry has attracted other countries to the in- 
dustry, and they are trying to establish a position 
in the market. Canada, Australia, Europe, and even 
China are now exporting their films to other coun- 
tries, but the United States still continues to domi- 
nate. The diverse music forms in the United States 
are also exported around the world. Everything 
from hip-hop to rap to country music can be found 
in foreign lands. The Recording Industry Associa- 
tion of America reported that net recording sales 
in 1993 was $10 billion. By 2000, that number had 
risen to $14 billion. The next two years showed a 
slight decline, but much of this was attributed to 
the post-September 11, 2001, slump in the 
economy, both domestically and internationally. 
The large volume of profit generated by both 
the movie and music industry has attracted the 
greedy. The major problem that has developed 
in both sectors is the pirating of videos, DVDs, 
cassettes, and CDs. Most of these bootlegged 
products are produced in China and the Far East. 
The industry associations have worked hard to 
lobby Congress for assistance. Although the gov- 
ernment is aware of the problem and has at- 


ENTERTAINMENT 325 


tempted to address it through a variety of means, 
the ease with which these items can be illegally 
reproduced means that it will continue to be a 
problem in the future until technology can be 
developed to prevent it. 


GAMING 


While sports and music concerts are examples of 
entertainment on a large scale, entertainment in 
the age of technology does not require large 
crowds assembled in one place. One of the larg- 
est entertainment industries today is the gaming 
industry. Through the use of the Internet, indi- 
viduals can play other people anywhere in the 
world. Games such as Warcraft and Starcraft pro- 
vide Web sites where a player can compete against 
a single opponent or join a team that plays against 
another team. Corporations such as AT&T spon- 
sor most of these gaming sites. Besides Internet 
games, players can play on gaming hardware con- 
soles such as PlayStation or XBox. Sales of these 
units exceeded $7.4 billion in 2001. 


GAMBLING 


Another form of entertainment that generates bil- 
lions of dollars in revenue is the gambling indus- 
try. Cities such as Las Vegas, Nevada, would not 
exist without this industry. The Las Vegas Conven- 
tion and Visitors Authority claims that 35.3 million 
people visited the city in 2003 and 87 percent of 
them gambled. With more than forty casinos on 
the strip that generated more than $1 million net 
gaming revenues that year, the average gambler 
spent $580 over a four-day period at the tables or 
slot machines. Most gamblers only spent four 
hours a day gambling and the rest of the time shop- 
ping, sightseeing, or watching one of the famous 
shows such as Wayne Newton or Siegfried and 
Roy. The 24,463 conventions held in 2003 account 
for many of the visitors, with most of the others 
being senior citizens. Each year visitors lose $6 bil- 
lion in Las Vegas while gambling. The profitabil- 
ity of gambling has resulted in forty-eight states 
authorizing some form of gambling, either lottery 
or casino, but the real increase has come since the 
introduction of Indian gaming. The 150 Indian ca- 
sinos in the United States in 1997 netted $27 bil- 
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Gamblers try their luck at a craps table at the Turning Stone Ca- 
sino, an enterprise of the Oneida Indian Nation in Vernon, New York. 
Supporters of the gambling industry say it brings in revenue and 
jobs to impoverished rural areas; detractors argue it spreads gam- 
bling addiction and crime. (© Bob Mahoney/The Image Works) 


lion in revenues. These meccas of gambling attract 
tourists and stimulate the local economy by pro- 
viding employment for residents. 


THEATER 


Just as in ancient times, people still enjoy attend- 
ing the theater, but instead of outdoor amphithe- 
aters, large indoor facilities attract the crowds. 
Perhaps the largest theater district in the world is 
Broadway in New York City. In 2002-2003, more 
than 11.4 million people attended performances. 
The shows generated $721 million in gross sales. 
People traveled from across the United States and 
even the world to attend these shows and in the 
process generated sales for the transportation, ho- 
tel, restaurant, and other industries. In London’s 
West End theater district, visitors attended per- 
formances in the 108 live theater and music halls. 
Both New York and London experienced a de- 
cline in theater receipts after the September 11, 
2001, terrorist attacks, but attendance rebounded 
in 2003. 

Since ancient times, people have sought to es- 
cape the routine of their daily lives. Entertainment 
has provided this outlet, especially as people enjoy 
more leisure time. These events and industries have 
generated sales on a local, regional, and international 
basis and will continue to do so in the future. 


Cynthia Clark Northrup 


See also: Greek City-States; Hollywood; Roman Empire; Tour- 
ism; United States. 
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ETRUSCANS 


A non-Indo-European ethnic group inhabiting 
northern Italy (Etruria) throughout the first 
millennium B.c.€. 


According to ancient sources, the Etruscans (called 
Tyrhennoi by the Greeks) immigrated to Italy 
from Anatolia during the 1200s B.c.z. Some more 
recent scholars suggest that they represent the 
pre-Indo-European aboriginal population of the 
Italian peninsula, like the Basques in Spain. A dis- 
tinctive Etruscan civilization began to emerge in 
the 800s B.c.z. The Etruscans were not politically 
unified, but were rather a loose confederacy of 
independent city-states. The most important city- 
states included Clusium (Chiusi), Tarquinii 
(Tarquinia), Caere (Cerveteri), Veii (Veio), Volterra, 
Vetulonia, Perusia (Perugia), and Volsinii 
(Orvieto). 

During the seventh and sixth centuries B.c.E., 
the Etruscan civilization reached its peak. 
Etruscan society was composed of an Etruscan- 
speaking nobility and a subject (though probably 


not slave) class of native laborers. The Etruscan 
states were initially kingdoms but gradually be- 
came oligarchic republics. The Etruscans domi- 
nated the Umbrian states of northern Italy as well 
as the Latin tribes and Rome (the Tarquin dynasty 
of Rome was Etruscan in origin). They also de- 
veloped a maritime trade network, with colonies 
in Corsica, Elba, Sardinia, and the Balearic Islands. 
They allied with Carthage in an attempt to drive 
Greek traders out of the western Mediterranean. 
However, by the beginning of the 400s B.c.z. 
Etruscan sea power had all but vanished. 

Etruscan power continued to decline in the 
face of attacks by the Gauls. In 396 B.c.z., the first 
Etruscan state, Veii, fell to the Romans (who had 
asserted their independence around 510 B.c.£.); 
within two centuries, all of Etruria was under 
Roman domination. During the civil war between 
Gaius Marius and Lucius Cornelius Sulla (90-88 
B.C.E.), the Etruscans allied with Marius; follow- 
ing his victory, Sulla eliminated their indepen- 
dence. Their language was suppressed and their 
distinct culture and folkways outlawed. A cen- 
tury later, the future Emperor Claudius compiled 
an Etruscan dictionary (now lost), but they van- 
ished as a distinct ethnic group soon after. Never- 
theless, many old Roman families retained a 
memory of Etruscan roots. 

Etruscan were expert ironworkers, which al- 
lowed them to make superior weapons. Etruscans 


The Etruscans, the dominant people of northern Italy in pre-Roman 
times, were expert artisans, as these vases from the Hermitage Mu- 
seum in Saint Petersburg, Russia, indicate. Many of their creations 
were traded widely through the Mediterranean world in the first mil- 
lennium B.c.€. (Library of Congress) 
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made extensive use of the chariot in both war and 
recreation and may have introduced the wheel 
to Italy. They also built and maintained a network 
of paved roads throughout the territories under 
their control, allowing trade to flow freely through- 
out northern Italy. 

They were renowned for their pottery (which 
was their main export besides wine) and com- 
plex artwork, including highly lifelike statutes 
of bronze and other metals. They kept up exten- 
sive trade and cultural contacts with the ancient 
Near East, and much of their artwork reflects this 
influence. 

Etruscan religion involved complex rituals 
designed to maintain the balance between hu- 
mans and nature. Unlike the ancient Romans, the 
Etruscans believed strongly in an afterlife; one’s 
disposition in it depended on one’s behavior in 
this world. Many Roman deities are based on 
Etruscan originals. 

While the Etruscan language can be easily 
read (it is written in a variant Greek alphabet), 
the vocabulary is, with few exceptions, unknown 
today. It seems to contain both Indo-European 
and non-Indo-European terms, but cannot be 
classified into any other language family. 


Brian M. Gottesman 


See also: Mediterranean Sea; Roman Empire 
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EUROPEAN-AFRICAN 
TRADE 


A long-standing economic exchange that saw, 
over time, the dominance of Europe over the 
African economy. 


Contact and trade between Europe and Africa is 
of long standing, especially among the regions that 
border the Mediterranean Sea, but sustained and 
more widespread contact was established follow- 
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ing the Portuguese voyages down the West Afri- 
can coast in the fifteenth century. The Portuguese, 
in search of a sea route to the Far East and the 
source of West African gold, soon started trading 
with the various peoples, states, and societies they 
found there, which led to the establishment of their 
Elmina trading fort in 1482. The Portuguese soon 
discovered that they desired what the Africans had 
to offer, while the Africans desired what the Portu- 
guese possessed. The establishment of trade in this 
period, combined with Christopher Columbus’s 
discovery of the Americas, set the stage for the most 
infamous trading relationship between Europe and 
Africa: the transatlantic slave trade. 

The transatlantic slave trade witnessed Euro- 
pean and American slavers carry approximately 
15 million human commodities across the Atlan- 
tic to labor in the Americas. The coastal slave trade 
that developed had widespread consequences for 
Europe and Africa and throughout the 300-year 
period of the trade the Africans dictated its na- 
ture. Europeans purchased most slaves from 
coastal African merchants and states, who ac- 
quired slaves in a variety of ways, to perform an 
assortment of labor in textiles, alcohol, tobacco, 
firearms, and various other commodities, thus 
making West Africa an important market for Eu- 
ropean manufacturers. 

The European abolishment of the slave trade 
in the late eighteenth and early nineteenth cen- 
turies started the rise of legitimate trade in that if 
the Africans wanted to continue to receive the 
European goods they had become accustomed to, 
they needed to find legitimate, nonslave, trade 
items. Because of the Industrial Revolution, the 
trading relationship between Africa and Europe 
changed in the nineteenth century as Europe 
came to see Africa as a supplier of raw materials 
and a market for manufactured products. A flow 
of West African cocoa, Congo region rubber, East 
African cloves, and South African mineral re- 
sources poured into Europe, expanding the Eu- 
ropean economy and power. This meant that new 
parts of Africa started to experience an expand- 
ing European presence, especially in East Africa, 
until the increasing competition, coupled with 
many other factors, saw the introduction of Eu- 
ropean imperialism into Africa. By this point, the 
African economy was becoming secondary to that 


of the European and during the colonial period 
of Africa’s history the various European imperial 
powers extracted great wealth from the continent. 

The changes caused by the two world wars 
started the process of decolonization where the Eu- 
ropean powers relinquished control back to the 
Africans. Within this process, multinational corpo- 
rations started to play a larger role within Africa as 
they sought to continue to profit through the one- 
sided trade. This set the stage for neoimperialism, 
where wealth continued to flow out of Africa 
through a variety of corporations and arrange- 
ments within a modern global economy, which 
widened the discrepancies between rich and poor. 


Ty M. Reese 


See also: Portugal; Slavery; World War I; World War II. 


BIBLIOGRAPHY 

Brown, Michael B., and P. Tiffen. Short Changed, Africa and 
World Trade. Boulder: Trans-National Institute, 1992. 

Klein, Herbert. The Atlantic Slave Trade. Cambridge: Cam- 
bridge University Press, 1999. 


EUROPEAN-ASIAN TRADE 


A lucrative trade relationship between Europe 
and Asia has continued to evolve since the 
Roman empire. 


Regular commercial activities between Asia and 
Europe, which invigorate the current global 
economy, date back to the pre-Christian era. For 
centuries until the late 1400s, Asian commodities— 
silk, porcelain, jewels, precious metals, spices, tex- 
tiles, and other luxury items from China, Japan, 
India, and Southeast Asia—found their way to 
Europe through the Middle East and the Medi- 
terranean involving a multifaceted web of trade 
contacts. The Silk Road (the English equivalent 
for the term seidenstrafe coined in 1877 by Ferdi- 
nand von Richthofen, a German explorer) repre- 
sented a major transcontinental trade route 
linking East Asia with the Mediterranean. A com- 
plex network of caravan transportation that joined 
East and West, the Silk Road had its starting point 
in northwest China, traversed across Central and 


West Asia, and linked up with trade trails spur- 
ring into south Iran, the northern Eurasian steppe, 
and the Indian subcontinent. Goods originated 
from East or Southeast Asian countries also arrived 
in Europe by way of the sea routes that connected 
the south and west coasts of India with the ports 
in the Red Sea and Persian Gulf. Central Asian and 
Indian merchants served as pivotal intermediar- 
ies for the land or sea traffic of Asian products to 
the Mideast or Mediterranean hubs of distribu- 
tion for the European markets. 


EARLY MODERN ERA 


The structure of the European-Asian commercial 
nexus changed following the Portuguese discov- 
ery of a direct sea route from Europe to India by 
way of the Cape of Good Hope in the late fifteenth 
century. The sixteenth century witnessed the rise 
of European maritime commerce with Asia. Por- 
tugal, as a global naval power, took the lead in a 
European effort to dominate all seaborne access to 
the Asian trade. The Portuguese merchants aspired 
to monopolize the lucrative trade of pepper and 
other spices with Southeast Asia. For more sources 
of profits and new Asian commodities, they also 
sought direct commercial contacts with East Asia, 
China, and Japan in particular. At the turn of the 
seventeenth century, the Netherlands and Britain 
started to challenge the Portuguese control of all- 
water routes from the Atlantic to Asia. Each coun- 
try established its own East India company as the 
novel trading institution in a quest for a superior 
status in the East-West commerce. 

As a state-chartered association of merchants 
and bankers, the Dutch East India Company repre- 
sented both a national desire for mercantilist gains 
and private commercial interests. By armed con- 
quests, the company took Taiwan (or Formosa), 
Melaka (Malacca), Ceylon, and the Indonesian ar- 
chipelago as convenient footholds and trading posts 
for commercial expansion in East and Southeast 
Asia. While losing Taiwan to the Chinese empire in 
the mid-1600s, the Dutch became dominant in the 
European trade with Southeast Asia. The Dutch East 
India Company, as a trading monopoly, not only 
helped increase the volume and value of European- 
Asian commercial exchange, but also adjusted the 
variety of Asian commodity exports for the Euro- 
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pean market. Since Asia had little demand for Eu- 
ropean products, the Dutch East India Company 
competed with Asian countries and won a princi- 
palrole in the multilateral intra-Asian transshipping 
business and used the profits earned to finance the 
purchase of Asian goods for the European market. 


BRITISH EAST INDIA COMPANY 


Though less successful than the Dutch counter- 
part during the seventeenth century, the British 
East India Company represented a joint-stock ven- 
ture rather than a loose alliance of merchants and 
had potential for a systematic operation. When 
Britain achieved the status of a hegemonic world 
power in the eighteenth century, the company 
conquered the Indian subcontinent as a central 
base for the British political and economic advance 
in Asia. By 1800, Britain had become the leading 
European dealer of Asian merchandise but, as the 
predominant industrial country in the West, the 
nation also desired Asia as a market for its own 
manufactured products. Using military prowess, 
the British government forced Imperial China to 
open its domestic market for British goods in 1842. 

In addition, the British acquired an emporium 
of colonies in Asia as sources of raw materials and 
labor, entrepot posts, and markets, thereby shap- 
ing a new pattern of European-Asian trade. Other 
European powers—France, Germany, Italy, and 
Russia, for example—joined the rivalry for colo- 
nial concessions and spheres of influence in Asia 
during the rest of the nineteenth and the early 
twentieth centuries. Japan, the only Asian mod- 
ern military and naval power that had emerged 
by the first decade of the twentieth century, also 
joined the zero-sum struggle for colonial rule and 
challenged the European presence in Asia as a 
major hurdle for its own imperialist expansion. 
Nationalism also gradually gained momentum 
across Asia. Nonetheless, the European-dominant 
status (as represented by the British, French, and 
Dutch colonial empires) in Asia remained basi- 
cally unchanged until World War II. 


POST-WORLD WAR II ERA 


The postwar European-Asian commercial relations 
evolved with the vicissitudes of national politics 
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Eurasian Trade Routes, 1450 As the European Middle Ages came to a close in the late fifteenth century, overland and sea-and-land 
trade routes between Europe and East and South Asia were extensive. The fall of the Byzantine Christian city of Constantinople to the 
Muslim Turks in 1453 cut Europe off from its overland routes to Asia, forcing countries and entrepreneurs to seek all-sea routes to the East. 


(Mark Stein Studios) 


and ideology in various Asian countries. China, 
where the Chinese Communist Party came to 
power in 1949 and took an anti-Western position 
in its foreign policy, elected to be exclusivist toward 
those West European industrial countries. The 
Chinese communist government conducted inter- 
national trade (on a barter basis) essentially with 
the Soviet Union and its East European commu- 
nist bloc until an ideological split induced a hostile 
Sino-Soviet relationship in the early 1960s. The 
colonial Asian nations won their national indepen- 
dence. Most of them, in trying to develop the mod- 
ern economies of their own, kept active commerce 
with their former rulers in Western Europe. Mean- 
while, a new democratic Japan gradually devel- 
oped into one of the world’s major manufacturing 
and trading countries and a principal trade part- 
ner with Western Europe. In the 1970s, the new 
Asian economic powers—South Korea, Taiwan, 


Hong Kong, and Singapore—followed suit as 
prominent importers and exporters in trading with 
Europe. During the 1980s and 1990s, China broke 
away from the archetype of a state-planned 
economy and embraced a capitalist market economy 
for modernization. By reopening its market to the 
outside world, diversifying its production, and de- 
veloping new industries, China ascended to the po- 
sition of a fast-growing producer and consumer in 
the world. European—especially west European— 
trade with this largest East Asian nation experienced 
a quantum leap. With these new developments con- 
tinuing, the European-Asian commercial relations 
were generally moving toward a type of market- 
oriented interdependence as the twenty-first cen- 
tury dawned. 


Guogiang Zheng 


See also: British Empire; China; Silk Road. 
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EUROPEAN TRADE, 
INTRACONTINENTAL 


Diverse and plentiful resources stimulated 
trade in Europe from earliest times. 


The hiking trails of modern Europe follow the 
pathways of ancient traders, herders, and pilgrims, 
while the continent’s waterways and seas have 
borne traders and adventurers over great distances 
since ancient times. A transalpine trade has existed 
for 5,000 years. In 700 B.c.£., the Celts exchanged 
products with the Greeks and later with the Ro- 
mans. The Roman empire had a lively trade with 
all its provinces around the Mediterranean. 

The village economies of medieval Europe 
were largely self-sufficient, but luxury items were 
traded over the continent. A northern trade route 
to Asia went through Russia. Scandinavian Vikings 
controlled this route from 1000 to 1300, when the 
Hanseatic League took over. Venetian traders had 
a monopoly on the southern trade route, which 
went through the Arab world, until seafaring na- 
tions, first Portugal, then Holland, and finally En- 
gland, secured direct access by sailing around 
Africa. Large parts of the Iberian Peninsula be- 
longed to the Arab world from the seventh cen- 
tury to the end of the fourteenth century. 
Agriculture was central for trade here, as profit was 
reinvested into new crops: rice, fruits, and veg- 
etables were brought from Asia, while new irriga- 
tion technology increased production. 

Luxury products from the Orient and the 
New World moved on trade routes connecting 
the continents. Grain would be shipped from 
Baltic seaports to Amsterdam or Antwerp and 
from there would be redistributed to western 
Europe. International trade fairs were held sev- 
eral times a year such as in Champagne near Paris. 
Merchants from the Mediterranean met traders 
from northern Europe to exchange perfume and 
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spices for wool, linen, and fur. The master of a 
trade would participate in making a product as 
well as in selling it. The states, still weak, granted 
letters of privileges to cities. Guilds protected the 
interests of traders in a city and made it easier for 
merchants to travel through different jurisdic- 
tions. Northern Europe had successful national 
leagues. The mostly German Hanseatic League 
achieved a monopoly on almost all trade in 
Scandinavia, around the Baltic Sea and the North 
Sea. The merchant of the staple (an English mer- 
chant who traded wool) had a monopoly on wool 
export from England. In southern Europe, the 
national guilds were less important. 

After the fifteenth century, the effects of inter- 
continental trade rattled the economical pattern 
of medieval feudalism. Portugal, Spain, Holland, 
and in turn England led the trade and exploita- 
tion with distant countries. The increased popula- 
tion and arrival of precious metals led to inflation. 

Northern Europe focused on products for the 
masses, such as light and cheap textiles. An emerg- 
ing merchant class took over mediating between 
the producer and the buyer. The effective textile 
manufacturing concentrated in Flanders had Eu- 
rope and the colonies as markets. The second half 
of the sixteenth century brought production to 
the countryside where wages were low. The na- 
tions promoted trade through infrastructure such 
as roads and canals, gained control over trade 
under the ideology of mercantilism, and sup- 
ported and financed companies for long-distance 
trading. 

In the seventeenth century, development in 
southern Europe had fallen behind. Seafaring 
nations of the north took over the spice trade. 
Transatlantic trade and grain import from east- 
ern Europe was mainly in Dutch and German 
hands. The Protestant ethic encouraged hard 
work, a frugal lifestyle, and reinvestment of profit. 

Russia had a scattered population in self-suf- 
ficient villages. International trade was limited to 
furs and to grain that landowners sold to finance 
their lifestyle. Beginning in the thirteenth century 
large parts of southeastern Europe had fallen 
under Ottoman rule. The Muslim rulers would 
consume the surplus from agriculture instead of 
reinvesting it and the bureaucracy undermined 
commerce—any sector doing well could be put 
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under state monopoly or preyed upon through 
the extraction of taxes. The Ottomans would suc- 
cessively lose control over the region until their 
empire finally collapsed in World War I. 

England became a world power when the 
invention of the steam engine led to the Indus- 
trial Revolution. Industry became independent 
of wind and water as power sources. As a seafar- 
ing nation England promoted free trade, an ide- 
ology especially favorable for itself in the markets 
it dominated for the next century. 

In the first half of the twentieth century, two 
world wars and the Great Depression were hardly 
compatible with free trade and a laissez-faire ide- 
ology. Instead, states protected their industries with 
tariffs and policies designed to improve one 
country’s economic situation at the expense of oth- 
ers. The result was a severe contraction of trade 
and an exacerbation of international tensions as 
countries sought to gain access to resources 
through conquest. During World War II, occupied 
countries were incorporated to the German 
economy by being forced to deliver raw materials 
and labor to Germany and to buy back what the 
militarized economy could offer. 

Russia’s participation in the world economy 
was constrained. Once the Soviet Union came into 
existence, the country was put under a regime of 
central planning instead of a market economy, and 
state ownership instead of private enterprise. Af- 
ter the massive industrialization drive of the 1930s 
state enterprises showed impressive output, but 
always in accordance with state dictates rather than 
in response to the marketplace. A buyer had to take 
whatever the state had planned the seller to offer, 
regardless of price or quality. 

After World War II, politicians of Western Eu- 
rope started looking at trade as a means to pre- 
vent future wars. The coal and steel union of 1953 
made this clear in its preamble, and cooperation 
over time would lead to the creation of the Euro- 
pean Union, today a free-trade area for 400 mil- 
lion people. For consumer goods, there are no 
restrictions. In many European countries, services, 
especially within health care and with insurances 
for health and retirement, are protected with state 
monopolies. 


Tommy Tobiassen 
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See also: Council for Mutual Economic Assistance; European 
Union; World War I; World War II. 
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EUROPEAN UNION 


A regional trade organization made up of 
twenty-five European countries. 


Created in 1992 by the Maastricht Treaty, the Eu- 
ropean Union (EU) incorporated and expanded 
earlier regional economic agreements. In 1951, the 
Treaty of Paris created the European Coal and 
Steel Community, while the Rome Treaties of 1957 
created the European Economic Community and 
the European Atomic Energy Community. These 
early regional economic agreements all estab- 
lished organizations, including ministerial coun- 
cils, assemblies, courts, and executive agencies 
known as commissions. 

In 1967, all these communities were merged 
into the European Communities (EC) and admin- 
istered by the Council of Ministers, the European 
Commission, the European Assembly, and the 
European Court (Europa). Atits inception, the EC 
included six countries: Belgium, the Netherlands, 
Luxembourg, France, Germany, and Italy. In 1972, 
the United Kingdom, Denmark, and Ireland 
joined the EC, which grew to twelve members 
with the accession of Greece in 1981, and Spain 
and Portugal in 1986. 

The twelve-member EC was a customs union 
within which goods were traded relatively freely. 
The EC had a common external tariff and before 
the 1992 Maastricht Treaty, a program aimed at 
eliminating all remaining trade barriers and cre- 
ating a common market through the freeing up 
of factor movements, had been initiated. The 
Maastricht Treaty added economic and monetary 
union to the regional economic integration real- 
ized by the EC and set out objectives related to 
common internal security and external defense 
arrangements for the union. 
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While the European Union (EU) has been touted by leaders as a 
means to expand intra-European trade and European economic 
influence in the world, many Europeans opposed it and for various 
reasons. “The EU eventually pokes its nose into everything,” says 
this Danish poster. (© Francis J. Dean/The Image Works) 


The EU grew to fifteen with the addition of 
Sweden, Finland, and Austria and, in 1998, be- 
came a monetary union with a common currency 
and a common central bank. England, Denmark, 
and Sweden opted out of the monetary union, 
but the common currency, the euro, was placed 
in circulation in 2002 in the other countries. The 
EU has welcomed a number of new members 
from the former Soviet bloc and elsewhere, but 
not without adherence to strict requirements. The 
Czech Republic, Cyprus, Estonia, Hungary, 
Latvia, Lithuania, Malta, Poland, Slovakia, and 
Slovenia all became members in 2004. Romania, 
Bulgaria, and Croatia have been accepted and are 
likely to be admitted in 2007. Turkey’s admission 
has been made conditional on improvements in 
human rights. 

The members of the EU have benefited from 
increased trade and economic growth. The EU is 
the world’s largest trading bloc, accounting for 
36 percent of world merchandise exports and im- 
ports in 2000 if trade within the EU is included. If 
intra-EU trade is excluded, the EU accounts for 
17.3 percent of world merchandise exports and 
18.3 percent of world merchandise imports, com- 
pared to figures of 15.7 percent and 23.9 percent, 
respectively, for the United States. A similar pat- 


tern holds for the services trade, with the EU ac- 
counting for about 40 percent of the total includ- 
ing intra-EU trade. Of total exports valued at $2.25 
trillion in 2000, about 62 percent were exported 
from one EU member to another. 


E. Wesley E. Peterson 
See also: Trade Organizations. 
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EXCHANGE RATES 


The rate at which one state’s currency can be 
exchanged for the currency of another; the 
rules and procedures by which currencies can 
be exchanged make up the international mon- 
etary system. 


The first modern international monetary system 
operated during the late nineteenth and early 
twentieth centuries; it was the gold standard, 
which established fixed exchange rates. Ina fixed 
exchange rate system, the value of currency is 
fixed against the value of another currency or 
commodity. The gold standard was a commit- 
ment by participating countries to fix the prices 
of their domestic currencies in terms of a speci- 
fied amount of gold. The benefit of that gold 
standard was that central banks could print only 
as much currency as their gold reserves were 
worth. However, central banks could not re- 
spond to economic downturns with a more ex- 
pansionary monetary policy, and the money 
supply and trade could expand only with new 
discoveries of gold. World War I effectively ended 
the first gold standard. While there were at- 
tempts during the interwar period to create a 
new gold standard, these attempts were not suc- 
cessful. The Great Depression caused the new 
gold standard to crumble by 1931. 


Exchange rates have a major influence on trade of all kinds, whether 
corporate trade involving billions of dollars or the shopping habits 
of individual consumers, like these El Paso, Texas, shoppers seek- 
ing bargains over the border in Juarez, Mexico. 

(Library of Congress) 


In 1944, a new system of fixed exchange rates 
was adopted at the Bretton Woods international 
conference, which formed the International Mon- 
etary Fund (IMF) to maintain stable exchange 
rates on a global level. In the Bretton Woods gold- 
exchange system, gold was the official reserve as- 
set, while the dollar became the de facto reserve 
asset. A country could exchange dollars for gold 
at any time at the fixed price of $35 to the ounce. 
However, persistent U.S. balance-of-payment 
deficits steadily reduced U.S. gold reserves, fur- 
ther reducing confidence in the ability of the 
United States to redeem its currency in gold. In 
1971, the United States was forced to abandon 
gold convertibility. 

Since 1973, countries have chosen among a 
currency board, a managed float, or a free float. A 
currency board is a monetary authority that is- 
sues notes convertible into a foreign currency at 
a truly fixed rate and on demand. A currency 
board’s reserves are equal to 100 percent or 
slightly more of its notes in circulation. Some 
countries that have used currency boards include 
Estonia, Bulgaria, and Argentina. National gov- 
ernments periodically intervene in financial mar- 
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kets, buying and selling currencies to manipulate 
their value. A system in which governments in- 
tervene to manage the otherwise free-floating cur- 
rency rates is called a managed-float system. 

Floating exchange rates are determined by 
people buying and selling currencies in the foreign- 
exchange markets. The main perceived advantage 
is that nations can pursue independent monetary 
policies and adjust easily to eliminate payment 
imbalances and offset changes in their international 
competitiveness. However, one of the disadvan- 
tages has been exchange rate instability, which has 
been attributed both to differences in national in- 
flation rates and market speculation. While many 
economic forces influence exchange rates and the 
tradability of currency, the two most important are 
inflation and interest rates. All things being equal, 
a currency appreciates if the interest rates are high 
and depreciates when inflation is high. 


Lilian A. Barria 
See also: Money. 
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EXPLORATION AND 
TRADE 


A joint endeavor through 4,000 years of human 
history. 


In the modern world, so many benefits have come 
to us from science and technology that it is hard to 
imagine that people once explored the world for 
anything but intellectual purposes. Most educated 
Americans are still taught that Christopher Colum- 
bus sailed west in 1492 to prove that the world was 
round and not flat. From the heroic quests of the 
age of discovery until the scientific achievements 
of the modern space race, historians have told the 
story of humanity’s drive to explore the world pri- 
marily from a scientific point of view. However, a 
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closer look at the past reveals a different reality al- 
together. From the time that humanity’s explora- 
tion of unknown territory was first recorded, more 
often than not, the adventurers who took to the 
seas and highways of the world did so in search of 
new opportunities for trade. 


ANCIENT EGYPT 


“I left the Nile with 3,000 men,” recalled an Egyp- 
tian named Hennu in 2007 B.c.z., and so begins 
the first recorded tale of exploration and trade in 
human history. Hennu and his men headed for a 
land called Punt somewhere south of Egypt on 
the eastern coast of Africa. In Punt, they hoped to 
find the myrrh trees that were so highly valued 
in their own country. The Egyptians planted the 
fragrant trees in the gardens near their temples 
and burned the wood as incense in ceremonies 
to their many gods. Hennu remembered that he 
marched his men, most of whom were slaves, 
through the desert north of the Red Sea. He had 
them dig fifteen wells on the way and gave each 
one of them a few jars of water and several small 
loaves of bread for rations each day. When they 
reached the Red Sea, Hennu ordered them to 
build a ship, probably a flat-bottomed wooden 
boat with a single mast for sailing and wooden 
oars for rowing. Soon, they were off in search of 
Punt and its fabled myrrh trees. When they fi- 
nally arrived in Punt, they found the people to 
be friendly and generous. They offered the Egyp- 
tians not only myrrh trees and incense, but also 
gold and ivory. Hennu and his men returned 
home in their ship loaded down with the trea- 
sure that had come from their expedition to Punt. 

While the Egyptians proudly recorded the tale 
of Hennu, they soon lost interest in exploring 
beyond their own borders. They eventually for- 
got the exact location of the fabled land of Punt, 
and most even came to believe that the story of 
Hennu was only a legend. The Egyptians pre- 
ferred instead to trade in the familiar waters of 
the Mediterranean. They exchanged wheat, flax, 
and papyrus for gold and silver from Nubia and 
Syria, copper, turquoise, and a green mineral 
called malachite from the Sinai peninsula, tin from 
Spain, granite from a region past the first cataract 
of the Nile to the south, and precious woods like 


cedar and pine from Phoenicia. Exploration for 
trading purposes did not begin again until the 
reign of Egypt’s first queen more than 500 years 
later. In 1493 B.c.z., Hatshepsut began the con- 
struction of a magnificent new temple for the god 
Amon-Ra at Thebes on the banks of the Nile. She 
planned a terraced garden of myrrh trees that 
would lead up from the Nile to the temple. Re- 
membering the legendary story of Hennu, 
Hatshepsut sent an expedition to find Punt once 
again. When her men returned with boats loaded 
with myrrh trees as well as gold, ivory, and pre- 
cious jewels, she ordered her builders to carve the 
story into the walls of her new temple. “Such a 
treasure was never brought for any king who has 
ruled since the beginning,” can be read on the 
walls of Thebes to this day. 

Thutmose III, the stepson and successor of 
Hatshepsut, pushed the borders of Egypt to their 
greatest extent through wars in Syria and Pales- 
tine, but he sent no further expeditions in search 
of trade goods. Instead, he relied on the Minoans, 
who lived on the island of Crete, to carry Egypt's 
rich import and export trade. For over 1,500 years, 
the adventurous Minoans had explored the en- 
tire Mediterranean in boats so small that the sail- 
ors had to beach them to eat, sleep, or gather 
supplies. But within only a generation after the 
death of Thutmose in 1436 B.c.£., the Minoan civi- 
lization came to an end in a series of catastrophes. 
An earthquake wrecked Crete and the neighbor- 
ing island of Santorini, while soldiers from the 
Greek city of Mycenae invaded and conquered 
around 1400 B.c.e. In the next 400 years, Egypt also 
declined in wealth and power, which opened the 
way for the Phoenicians to dominate the Medi- 
terranean. When an Egyptian ambassador named 
Wen-Amun arrived in Phoenicia to trade for ce- 
dar, the prince of Byblos ordered him to “Get out 
of my harbor!” unless he could trade goods equal 
in value to the precious wood needed to repair 
Hatshepsut’s temple of Amon-Ra at Thebes. 


PHOENICIANS AND 
CARTHAGINIANS 


Unlike the Egyptians, who preferred to remain 
within the borders of their own fertile country, 
the Phoenicians understood that wealth and 


power could come to a people who headed out 
into the world through exploration and trade. The 
country of the Phoenicians stretched for 200 miles 
on the eastern edge of the Mediterranean, and 
included the important cities of Tyre, Sidon, and 
Byblos. Unable to expand eastward because of 
hostile neighbors, they took to the sea in boats 
made from the cedars of Lebanon. They traded 
cedar and other precious woods, along with a red- 
dish purple dye made from shellfish found along 
the shores of Syria. Heading out into the Medi- 
terranean Sea just as the Minoan civilization col- 
lapsed, the Phoenicians became fearless in their 
drive to explore, trade, and colonize along the 
shores of Europe and Africa and even sailed be- 
yond the Pillars of Hercules into the Atlantic. 
Learning to guide their ships by the North 
Star, the Phoenicians carried their own goods as 
well as the goods of other nations throughout the 
Mediterranean. They were the first to use keels, 
decks, and anchors on their boats. They also built 
ships with two rows of oars called biremes and 
three rows called triremes. Many rulers found it 
more profitable to have the Phoenicians trade 
goods for them rather than build navies of their 
own. In the tenth century B.c.£., King Solomon 
hired a Phoenician fleet to bring back gold and 
silver from Ophir in southern Arabia. According 
to the Greek historian Herodotus, the Phoenicians 
attempted to circumnavigate Africa on behalf of 
the Egyptian King Necho. They also established 
colonies along the southern coast of France, on 
the island of Sicily, and in North Africa. Their most 
important colony, which was called Kart-Hadasht, 
or Carthage, meaning “New City,” was founded 
near the modern site of Tunis in 814 B.c.z. The new 
capital became the center of their civilization af- 
ter Assyria attacked Phoenicia in the ninth cen- 
tury B.c.z., and the Babylonian empire finally 
absorbed Phoenicia in the seventh century B.C.E. 
For the next 200 years, the Carthaginians con- 
tinued to explore the western Mediterranean and 
the Atlantic, which they called the “Outer Sea.” 
They discovered the Canary Islands and Madeira, 
and probably even sailed as far west as the Azores. 
They learned of a place called the Tin Islands from 
the Tartessians, a people who brought the metal 
from somewhere in the Atlantic back to their own 
country in southern Spain. For a time, the Cartha- 
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ginians were content to carry the important metal 
necessary in the production of bronze tools and 
weapons from Spain to the eastern Mediterra- 
nean. But around the year 500 B.c.z., they con- 
quered the Tartessians and set up a new city called 
Gades, or Cadiz, in southwestern Spain. About 
fifty years later, a Carthaginian king named 
Himlico led an expedition along the west coast of 
Europe in search of the Tin Islands. After sailing 
for more than four months, Himlico finally arrived 
at the center of the tin trade in the Scilly Islands 
off the coast of Cornwall in England. Another Car- 
thaginian explorer named Hanno set out fifty 
years later with 30,000 settlers to explore western 
Africa and found colonies along the coast. He es- 
tablished at least nine colonies between Carthage 
and the island of Cerne, which remained an im- 
portant port for the next 400 years. Hanno con- 
tinued south and may have gone as far as the 
Senegal and Gambia Rivers in search of gold be- 
fore turning back for Carthage. 


ANCIENT GREEKS AND 
HELLENISTIC EMPIRES 


By the time Carthaginian leaders like Himlico and 
Hanno were exploring the Atlantic out past the 
Pillars of Hercules, another adventurous people, 
the Greeks, had also taken to the seas to explore 
and trade. They had established more than a hun- 
dred colonies from city-states along the Black Sea, 
to Cyrene in North Africa, then on to Massilia, 
later Marseilles, in southern France, and eventu- 
ally as far west as a port called Malaga in Spain. 
Twelve more Greek city-states, including impor- 
tant trading centers like Ephesus, stretched south 
and east through Asia Minor. Greek merchants 
had even established a trading center along the 
Nile Delta. Sometime in the seventh century B.C.E., 
a legendary sea captain named Colaeus had been 
on his way to trade in Egypt when a storm swept 
him through the Strait of Gibraltar. He landed in 
Spain, where he began a rich trade in silver on 
behalf of the Greeks. 

While Colaeus had explored the Atlantic by 
chance, it was almost impossible for other Greeks 
to make it through the Carthaginian blockade of 
the Strait of Gibraltar. They had greater success 
heading east toward Asia and India, especially 
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from the sixth century B.c.£. onward. In 510 B.c.£., 
a sailor named Scylax set off on the first explora- 
tion ever recorded in Greek history. He was hired 
by the Persian king Darius I to explore the Indus 
River. It took him more than two years to sail 
down the Indus, round the southern coast of 
Arabia, and return north by way of the Red Sea. 
Two centuries later, Alexander the Great headed 
east as part of his attempt to conquer the known 
world and explore to the very edges of the earth. 
After subduing the Greek peninsula under his 
rule in 332 B.c.£., he headed to Asia Minor and 
began a 10,000-mile quest that brought Egypt, the 
entire Middle East, and the Persian empire un- 
der his control. He explored as far to the east as 
Pakistan and India, and might have discovered 
China if his men had not refused to go any far- 
ther. He died in his capital at Babylon in 323 B.c.k. 
still dreaming of new explorations that would 
colonize the Arabian Peninsula and take Greek 
sailors around the continent of Africa. 

Although Alexander had failed to fulfill his 
dreams of exploring and conquering the world, 
he had discovered a fact that would help later 
Greek adventurers as they headed east to trade 
with India and Ceylon for their rich supply of jew- 
els and spices. On his return trip from the Indus 
River to the valley of the Tigris and the Euphrates, 
he and his men had learned about the effects that 
monsoons had on sailing in the Indian Ocean. A 
lieutenant of Alexander named Nearchus was the 
first to grasp the importance of the seasonal 
winds. From January until July, the winds in the 
Indian Ocean blew from the northeast, but in the 
second half of the year, they blew from the south- 
west. Merchants from India and Arabia had used 
these winds for centuries to sail back and forth 
on the open sea. Unlike the Greek sailors, they 
did not need to cling to the Arabian shore, but 
instead moved their cargo swiftly across the In- 
dian Ocean in time with the monsoon winds. 

Two centuries later, a Greek merchant named 
Eudoxus used the monsoons to guide him to In- 
dia. In 120 B.c.z., he had sailed to Egypt from his 
homeport of Cyzicus on the Sea of Marmara in 
Asia Minor. At the court of the Greek king 
Euergetes II in Alexandria, he learned of an In- 
dian sailor who had been shipwrecked on the 
Arabian Peninsula. On behalf of Euergetes, the 


merchant Eudoxus led an expedition eastward 
with the Indian sailor as his pilot. He returned 
with a cargo full of gems and perfume, and was 
later sent back to India on a second expedition by 
the widow of King Euergetes. During his second 
trip to India, he had become more fascinated with 
the possibilities of sailing west around Africa than 
in returning to the east. He had been blown off 
course on his way back to Egypt and had landed 
on the western side of Africa. There, he discov- 
ered a ship’s prow shaped like a horse’s head that 
was beached in the sand along the coast. Ship 
builders in Alexandria later told him that the 
ship’s prow was from a boat that had sailed from 
the Carthaginian city of Gades on the southwest- 
ern coast of Spain. Determined to win greater 
profits by sailing for his own gain, he led an ex- 
pedition around the western side of Africa. His 
first attempt failed when his ships ran aground 
on the coast of Morocco. Butin 105 B.c.£., he sailed 
west past the Pillars of Hercules never to be heard 
from again. 

Although Eudoxus was lost somewhere in the 
western sea, the memory of his earlier travels in- 
spired other Greek traders to head east to India. 
In 45 B.c.£., a merchant named Hippalus used the 
monsoon winds to guide his ship from the Red 
Sea to the Malabar Coast on the western side of 
India. For sometime thereafter, sailors in the In- 
dian Ocean called the southwestern monsoon 
winds the “Hippalus” after the Greek adventurer. 
By the time of Christ, at least 120 ships headed 
each year from the Red Sea to India and Ceylon. 
Within the next century, sailors learned to follow 
amore southerly route through the Indian Ocean 
that took them to the Bay of Bengal on the east- 
ern side of the subcontinent. In 120 c.£., a Greek 
merchant named Alexander reportedly sailed all 
the way from the Bay of Bengal to the Malay Pen- 
insula. He may have even rounded the coast of 
modern-day Vietnam and made it as far north as 
China. 

While sea captains who brought treasure from 
the East were renowned in the Greek world, ex- 
plorers who sailed the oceans to seek knowledge 
alone were often condemned as liars by later com- 
mentators. During the same time that Alexander 
the Great made his way eastward through Asia, a 
Greek scholar named Pytheas either sailed past 


the Carthaginian fleet in the western Mediterra- 
nean or traveled overland to the west coast of 
France and then headed north into the Atlantic. 
He later wrote a book called About the Ocean de- 
tailing his travels and discoveries. He reported 
how tin was mined and extracted into ingots in 
Britain and described the frozen sea that he had 
witnessed most probably off the coast of Norway 
or Iceland. No copy of the book detailing his 7,000- 
mile journey has survived. However, the Greek 
historian Polybius recorded much of the work in 
his own writings where he dismissed Pytheas as 
an “arch-falsifier.” 


ANCIENT ROME 


But whether they explored to trade as merchants 
or to discover as scholars, both the Greeks and 
the Carthaginians were soon to lose their domi- 
nance of the Mediterranean to the rising power 
of Rome. After Carthage fell to the Romans in 146 
B.c.E. following a three-year siege, the city-state 
on the Italian peninsula sent legions of soldiers 
throughout Europe, North Africa, Asia Minor, and 
the Middle East to establish the greatest empire 
that the Western world had ever seen. The fron- 
tiers of the empire stretched for over 6,000 miles 
from the island of Britain in the west, south 
through Gaul and the Iberian Peninsula, across 
the entire Mediterranean coast from Italy and 
Greece in the north to Numidia and Egypt in the 
south, and finally ending past Asia Minor in the 
ancient kingdom of Persia. 

While the Romans did not link exploration 
and trade together in the same way that the 
Greeks and Carthaginians once did, they were 
dedicated to military conquest and the wealth that 
it could bring to the citizens and rulers of Rome. 
They sent their legions to the ends of the known 
world and beyond in search of lands whose goods 
could be brought back to their capital in Italy. In 
the process, they explored and settled countries 
that other peoples had only known in passing. 
They pushed their settlements away from the 
coastlines known to the Egyptians, Minoans, 
Greeks, and Carthaginians, and built forts and 
cities in the interior of new provinces such as Gaul, 
Britain, and Iberia. In their desire for power and 
wealth, they brought law and government to ev- 
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ery place they conquered. They continued to use 
the sea routes discovered by their predecessors, 
but they also built roads that allowed goods to be 
traded by land. The Romans made it easier for 
merchants to carry on trade in their empire than 
had any people before them in the West. By the 
reign of Julius Caesar and later his nephew 
Augustus, goods from the entire empire traveled 
on the new roads built for the Roman soldiers and 
the older sea routes laid out by the people they 
had conquered. Merchants brought gold and tin 
from Britain, silver from Spain, fruit and livestock 
from Gaul, amber and salt from Germany, and 
wheat and papyrus from Egypt to cities through- 
out the empire. Greek ship captains continued 
sailing around the Arabian Peninsula to bring back 
rice and cotton from India and spices and pearls 
from Ceylon. 

While the Roman legions moved out to con- 
quer first and foremost, they often explored with 
an eye to future trading opportunities. In the sec- 
ond century B.c.£., Roman armies crossed the Tau- 
rus Mountains in the center of modern Turkey, 
and then headed over the Caucasus Mountains 
farther to the east in a drive to reach the Caspian 
Sea, where many caravans began the long trek to 
the interior of Asia. In the following century, Gen- 
eral Pompey the Great led his men down the 
Cyrus or Kura River near the Black Sea. He kept 
detailed notes of more than seventy tribes who 
lived in the region to determine what goods they 
might someday trade with Rome. He also recom- 
mended possible overland routes to India that 
later Roman merchants would use. At the same 
time, Roman soldiers crossed the Atlas Mountains 
in North Africa. They headed deep into the inte- 
rior of the African continent and established a 
trade in wild animals such as lions, elephants, and 
leopards that were used in gladiatorial combats 
in the Colosseum in Rome. The army also tried 
several times to mount expeditions that would 
find the source of the Nile River. While they were 
unsuccessful, a Greek merchant named Diogenes 
claimed to have discovered where the Nile be- 
gan sometime between 60 and 70 c.z. According 
to the geographer Ptolemy, the merchant 
Diogenes was blown off course on a return trip 
from India and landed on the coast of modern- 
day Tanzania. After marching inland for twenty- 
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five days, he came across two lakes, possibly Lake 
Victoria and Lake Albert, where the Nile began 
its long course northward. 

There were other Roman expeditions that 
combined exploration and trade that were also 
failures for the empire. The most notable one came 
when Emperor Caesar Augustus decided to con- 
quer the Arabian Peninsula. He was determined 
to find the city of Maribin present-day Yemen and 
bring back its riches to Rome. For centuries, Arab 
merchants had led caravans out of Marib loaded 
down with gold, precious gems, frankincense, 
myrrh, and cinnamon. Marib may even have been 
the land known as Sheba whose fabled queen 
made a journey to visit King Solomon nearly a 
thousand years before the reign of Augustus. De- 
termined to transform Arabia into an imperial 
province and thereby control the trade of Marib 
for Rome alone, Augustus sent a general named 
Aelius Gallus on an expedition out of Egypt in 24 
B.c.E. Gallus led an army of 10,000 Roman soldiers, 
along with troops from Judea, Egypt, and the 
Nabataean city of Petra. They sailed from the port 
of Cleopatris on the Gulf of Suez and headed south 
along the Arabian Peninsula. The fleet was ship- 
wrecked on the coral reefs some 300 miles down 
the Arabian coast. General Gallus led his men on 
a 900-mile-long trek into the Arabian desert, where 
they fought and defeated many tribes along the 
way but never found the fabled city of Marib. 


CHINA 


At the same time that the Roman emperors were 
pushing their armies toward the East, the rulers 
of the Han dynasty in China were seeking greater 
ties with the West. Under the Han, China reached 
new frontiers in Asia that exceeded the size of the 
Roman empire. Under the leadership of Emperor 
Wu Di in the second century B.c.£., the Chinese 
looked beyond their borders to the West to find 
allies against the Huns (Xiongnit) in the north and 
trading partners for exotic goods, especially in silk. 
In 138 B.c.£., Wu Di sent a general named Zhang 
Qian into the unknown lands to the West in 
search of new diplomatic alliances and new trade 
routes. Zhang left northern China and headed 
west across the Gobi Desert to the city of Barkol 
in the Tian mountains. From Barkol, he traveled 


overland to Bactria in modern-day Iran. There, 
he met a people who claimed to be the descen- 
dants of Alexander the Great. While these blue- 
eyed and redheaded people refused to ally 
themselves with China, they did explain to Zhang 
that Europe lay to the northwest and India to the 
southeast. He returned to the court of Emperor 
Wu Di, who promptly sent him back on a second 
expedition to find the best trade routes to the 
West. In 105 B.c.z., Zhang opened the Silk Road 
from China to the Roman empire. 

Chinese traders eventually laid out three 
routes to the West. The northern one was called 
the Great Silk Road, headed from China west 
through Central Asia to the Caspian and Black 
Seas, and ended at the Greek port of Byzantium. 
Since this route covered several mountain ranges, 
many merchants decided that it was too expen- 
sive to transport goods along it. A more popular 
middle route opened up from China to the Per- 
sian Gulf, and then up the valley of the Euphrates 
River to either the Black Sea or the Syrian city of 
Damascus. Another silk road to the south went 
completely by water from China, around modern- 
day Vietnam and the Malay Peninsula, and finally 
to the southern tip of India. From there, the goods 
continued by water into the Red Sea and then trav- 
eled overland to the Nile and northern Egypt. Silk 
was soon the most highly prized good in the late 
Roman empire. Men and women alike paid any 
price for the soft and brightly colored cloth. The 
Silk Road eventually led to a dangerous drain of 
gold coins from the empire to the East. When the 
Parthians cut off the trade with the East, the flow of 
silk came to a halt in the fourth century B.c.z., but it 
began again after 226 c.z., when the Persians con- 
quered the Parthians and reopened the Silk Road. 
By the sixth century, the secret of making silk was 
learned in the West and Syria became an impor- 
tant center for silk production in the Middle East. 


EUROPEAN DARK AND 
MIDDLE AGES 


While silk and other oriental goods continued to 
flow in the eastern Mediterranean, few in the 
West could take advantage of the trade. The slow 
but steady collapse of the Roman empire had cut 
much of western Europe off from the routes that 


Norsemen celebrating their discovery of the New World. The Vi- 
kings saw themselves primarily as explorers and traders. 
(© North Wind Picture Archives) 


had once linked it to the Middle East and Asia. 
The legions had taken Rome to the farthest edges 
of the Western world, and the wealth of Britain, 
Gaul, and Iberia had poured back into the em- 
pire and then out to the East to purchase goods 
like silk and spices. However, the cost of main- 
taining the empire was high, and heavy taxes 
were required to pay for the army, the roads, and 
the imperial administration. Many wealthy citi- 
zens fled from the cities to avoid paying the ever- 
higher taxes. Rome was further weakened by a 
lack of clear imperial succession, which led to a 
brutal competition among leading generals for 
control of the army and thus control of the em- 
pire. The assassination of emperors and the re- 
bellion of the legions became more common as 
the empire dissolved in the West. The attacks of 
Germanic tribes including the Vandals, Ostro- 
goths, Franks, Visigoths, Angles, and Saxons fur- 
ther weakened the Western Roman empire. By 
the time that the Byzantine or the Eastern Ro- 
man empire had established itself in the new capi- 
tal city of Constantinople, the older provinces of 
Britain, Gaul, Iberia, Germany, Italy, and North 
Africa were firmly under the control of barbarian 
kings and their nobility. 

While the new barbarian kingdoms tried to 
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reestablish trading ties with the East, the rise of 
Islam and its dominance of the Mediterranean 
brought these efforts to a swift end. Founded by 
an Arab merchant named Mohammed, Islam cap- 
tured the allegiance of tribes throughout the Ara- 
bian Peninsula and united them as a political and 
military force in the seventh century c.z. The 
Muslim conquerors established their capital at 
Baghdad and eventually controlled most of Asia 
Minor to the north, then south through Lebanon 
and Palestine, and west through Egypt, North 
Africa, and Iberia. The new Islamic empire pressed 
ever closer to the gates of Constantinople and took 
control of the many trade routes that once linked 
the Atlantic Ocean, the Mediterranean, the Red 
Sea, the Persian Gulf, and the Indian Ocean to- 
gether. Arab merchants now dominated the paths 
across the seas that Phoenician, Greek, and Ro- 
man traders had developed for almost 2,000 years. 
They also controlled most of the cities at the end 
of the long overland caravan routes from Asia. In 
turn, Arab merchants went even farther east 
through the Indian Ocean, bringing trade and 
Islam to the Malay Peninsula and Indonesia. They 
also headed by caravan through the Sahara and 
into the interior of Africa to trade with tribal 
peoples along the Gambia and Senegal Rivers for 
gold, ivory, and slaves. 

Despite the chaos that had come into west- 
ern Europe and much of the rest of the world with 
the fall of Rome and the rise of Islam, exploration 
into unknown regions continued. However, 
many of the new adventurers who set out on land 
and sea were men of faith rather than merchants 
or traders. In Europe, Catholic missionaries 
headed bravely into barbarian lands to spread 
their faith in Christ. Important figures like Saints 
Patrick, Augustine of Canterbury, Boniface, and 
Anskar helped convert the Irish, the English, 
many of the Germans, and even some of the Scan- 
dinavians. The legendary Saint Brendan may 
even have made it from Ireland to North America. 
Benedictine monks often founded their commu- 
nities on the edges of settled areas throughout 
western Europe. Their monasteries became cen- 
ters of pilgrimage and trade for many of the faith- 
ful. In China, the same kind of exploration on 
behalf of faith took place as young men left the 
chaos of their war-torn country and headed to 
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India to learn more about Buddhism. In the sev- 
enth century, a nineteen-year-old scholar named 
Xuanzang left China on an epic journey to the 
south. He traveled through the Gobi Desert, along 
the Great Silk Road to Samarkand, and finally 
through the Hindu Kush and the Khyber Pass. 
He spent sixteen years learning about Siddhartha 
Gautama and returned home to China with 
knowledge of the land routes to India and a pre- 
cious cargo of more than 700 Buddhist texts. 

As exploration on behalf of faith continued in 
both the East and the West, a new quest for po- 
litical order was reawakened in Europe. In the 
eighth century, a royal family known as the Caro- 
lingians came to power in the Kingdom of the 
Franks. Charles Martel, the founder of the dy- 
nasty, helped to establish the new order by de- 
feating the Muslims at the Battle of Poitiers in 732. 
His grandson, Charlemagne, went on to build a 
kingdom that stretched from the Pyrenees Moun- 
tains to the Danube River. For a time, Charle- 
magne was able to link the government, culture, 
and trade of his vast empire. However, the at- 
tempt to rebuild a united western Europe col- 
lapsed in the civil wars of Charlemagne’s 
grandsons and in the invasions from the Vikings 
to the north, the Saracens to the south, and the 
Magyars to the east. A new political, social, and 
economic system later known as feudalism was 
developed to bring stability to the West. There was 
little time for exploration or the search for new 
goods as men swore allegiance to one another to 
protect themselves in the growing chaos. 

As difficult as it may have been for the West 
to understand, the most ruthless of the new in- 
vaders, the Vikings, saw themselves primarily as 
explorers and traders. Also called the Norsemen, 
or Northmen, they came from Norway, Denmark, 
and Sweden and had ventured out of Scandinavia 
many other times in the previous centuries. In 
fact, their attack on the Carolingian empire was 
the last of three great waves of people who had 
come from the north to explore and raid, but also 
to trade and settle. Sometime during the Bronze 
Age, the first Vikings left Scandinavia in search 
of new lands and goods to trade. They were mer- 
chants who traveled in small round boats made 
of wood and animal skins. Each trader carried 
with him imported scales to weigh goods, a sword 


for defense, and a ladder to raid the upper stories 
of isolated houses along the way. These lone Vi- 
king merchants set up trading posts throughout 
the Baltic and established routes on the open sea 
from Scandinavia to as far west as Britain and Ire- 
land. They traded wood for whale meat, oil, and 
bones, walrus tusks, fur, rope, eider duck feath- 
ers, and slaves. 

Beginning in the seventh century, a people 
known as the Varaginians were the second group 
of Vikings to leave their home in Sweden and 
head south and east into the Baltic. They built 
sturdy wooden longboats called drakkars, and 
headed down the Volga, Dnepr, and Don Riv- 
ers. They established their capital city at Kiev. 
Raiders at first, they learned to carry on a more 
civilized trade with the Byzantine Christians in 
Constantinople and along the Black Sea, and 
with the Muslim cities on the Caspian Sea at the 
western end of the caravan routes from Asia. The 
Varaginians traded fur, wax, and slaves in ex- 
change for gold and silver coins, silk, jewels, and 
spices. 

The Carolingian empire felt the brunt of the 
third and last wave of Viking invaders, who came 
south from Norway. These raiders in their long 
ships headed through the North Sea and rounded 
the Shetland, Orkney, and Hebrides Islands. They 
raided the Irish coast and then turned southeast 
for Brittany before heading inland up rivers like 
the Thames and the Seine. They attacked and pil- 
laged towns, churches, and monasteries along the 
way. Many eventually settled in Normandy, 
which was named for them, and from there, they 
went on to conquer England and Sicily. Their at- 
tacks on Europe came to an end when they con- 
verted to Christianity around 1000. However, their 
exploration and trade in the Atlantic continued. 
They explored and settled Iceland. Under lead- 
ers like Eric the Red and his son Leif, they went 
on to discover Greenland and the eastern coast 
of North America. Along the way, they traded 
grain, fish, lumber, fur, whale meat, and walrus 
tusks. But while Iceland remained a Viking strong- 
hold for centuries to come, the settlements on 
Greenland survived for just 400 years, while those 
in North America were abandoned within only a 
generation of their founding. 

Just as the Viking invasions came to an end in 


the West, the Christian East found itself under at- 
tack from a new Muslim enemy, the Seljuk Turks. 
By the eleventh century, the Turks had conquered 
much of the Middle East once controlled by the 
caliph of Baghdad, as well as most of Asia Minor 
long ruled by Constantinople. The Byzantine em- 
peror Alexius I Comnenus asked the pope and 
other Western leaders to send mercenary soldiers 
to help defend Constantinople from the Turks and 
retake Asia Minor. In 1095, Pope Urban II preached 
the First Crusade, calling on all Christians to pro- 
tect Constantinople and to retake the Holy Land 
from the Muslims. The outpouring of support 
from king, nobleman, and commoner alike 
reawakened the drive for exploration and renewed 
the interest in long-distance trade in a manner that 
had not been seen in western Europe since the 
days of the Roman empire. 

As they headed for the “Outremer,” the French 
word for the Holy Land, the Christian knights fol- 
lowed nearly forgotten land and sea routes to the 
East. While their efforts to free the Holy Land from 
the Muslims ultimately failed, the crusaders of the 
High Middle Ages gave western Europe a taste for 
the silks, tapestries, porcelains, jewels, and spices 
of the Orient that would never be surrendered. 


EUROPEAN AGE OF 
EXPLORATION 


For a time, the Western nations were willing to 
rely on Italian traders in the cities of Genoa, Pisa, 
and especially Venice to act as the middlemen in 
trade with the East. From the opening years of 
the First Crusade, the Venetians held a monopoly 
on most sea routes to the Middle East and Africa. 
Their galleys dominated the Adriatic and much 
of the eastern Mediterranean. They carried trade 
between Constantinople, Tripoli, Beirut, and 
Sidon, and much of North Africa and Egypt. How- 
ever, by the thirteenth century, various individu- 
als in the West decided to explore possible ties 
with the Far East on their own. When news spread 
that the Mongols were sweeping through Asia on 
their way west to Europe, Pope Innocent IV sent 
emissaries to China in an attempt to convert 
Kuyuk Khan and his followers to Christianity. A 
Franciscan friar named Carpini and a Dominican 
priest called Ascelin both journeyed overland to 
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Kuyuk’s court on behalf of the Catholic Church. 
Another Franciscan from France, named William 
Rubrek, made a similar trip of behalf of his cru- 
sading king, Louis IX. Rubrek discussed a pos- 
sible alliance between the Christians and the 
Mongols to defeat the Muslims in the Middle East 
once and for all. 

Even some Venetian merchants themselves 
sought more direct ties to the Far East in the thir- 
teenth century. Two brothers, named Niccolo and 
Maffeo Polo, grew tired of dealing with Arab 
middlemen in their own merchant trade and de- 
cided to head for Asia, where they could buy 
goods directly. They made the journey overland 
from Constantinople to China, and stayed at the 
imperial court for ten years. When the Polo broth- 
ers made a return trip to China, Niccolo took his 
young son, Marco, along with them. Marco Polo 
became a trusted advisor to Kublai Khan himself 
and traveled throughout the empire on his be- 
half. He later wrote a memoir of his stay in China 
published under the title The Adventures of Marco 
Polo. Many who read the book in western Europe 
became convinced that the Asian continent was 
much larger than previously thought and could 
be reached by sea more easily than anyone had 
ever before imagined. 

The determination of kings, adventurers, and 
merchants in western Europe to find a route to 
Asia by sea launched the age of discovery in the 
fifteenth century. Prince Henry the Navigator of 
Portugal led the drive for exploration by dedicat- 
ing his life to finding a way to circumnavigate 
Africa. In the city of Sagres, he gathered together 
scholars, traders, and sailors who prepared accu- 
rate maps of the known world. They helped him 
design a new ship called a “caravel” that could 
move swiftly across the ocean even when carry- 
ing heavy loads of supplies and trade goods. 
Henry’s court at Sagres worked tirelessly to im- 
prove navigational methods and equipment so 
that ship captains could accurately determine 
their position on the latitudes of the globes. Urged 
on by their dedicated prince, the Portuguese ex- 
plored and settled Madeira, the Canary Islands, 
and the Azores, long forgotten since the 
Phoenicians had first discovered them. Soon, a 
profitable trade in lumber, fruit, and wine was 
under way between the colonies and Europe. 
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Portuguese sailors continued on past the new 
colonies down the western coast of Africa, reach- 
ing Cape Verde in 1445. The drive to round Af- 
rica became more intense after 1453 when the long 
beleaguered city of Constantinople fell to the 
Ottoman Turks. With trade routes in the eastern 
Mediterranean now controlled by the Muslims, 
the Portuguese pressed on for their prince, their 
faith, and the profits that came from trading in 
gold, ivory, and slaves on the African coast. Al- 
though Prince Henry died before his sailors could 
circumnavigate Africa, his successor King John II 
sent even more caravels south to the equator, 
Angola, and beyond. The Portuguese knew if they 
could reach the fabled Spice Islands, also called 
the Moluccas, the profits would be enormous for 
themselves and their nation. 

In 1492, Spain, Portugal's greatest rival, joined 
in the age of discovery when Queen Isabella and 
her husband, Ferdinand, commissioned the 
Genoese sailor Christopher Columbus to head west 
across the Atlantic to Asia. Columbus sailed with 
the royal promise that he would receive 10 per- 
cent of the profits from all the trade between Spain 
and the Far East. When his fleet sighted land in 
the Caribbean, he was convinced that he had found 
the Indies, which was another name for the many 
islands that lay off the coast of Asia between India, 
Japan, and China. He made three more trips west 
on behalf of Spain, discovering more islands in the 
Caribbean and exploring the shorelines of Hon- 
duras and later Venezuela. Although Columbus 
came to believe that he had found an “Other 
World” just off the coast of Asia, he had in fact dis- 
covered the New World of the Americas. 

Within fifty years of Columbus’s discovery of 
San Salvador in the Caribbean, Spain had estab- 
lished an empire that ran from California and 
Florida in the north to Chile and Argentina in the 
south. Wealth poured into Spain from the gold 
mines of the conquered Aztecs in Mexico and the 
silver mines of the defeated Incas in Peru. Span- 
ish conquistadors continued to explore farther 
north into the Great Plains and deeper into the 
Amazon jungle looking for more legendary cities 
of gold, but they were never found. Instead, Span- 
ish colonists produced even more wealth through 
the establishment of sugar, rice, and tobacco plan- 
tations worked by slaves brought from the west 


Shown here are European merchants in a Mediterranean port in 
the 1400s. With Turkey’s increasing dominance of the Mediterra- 
nean, such traders sought overseas routes to Asia. 
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coast of Africa. While the Portuguese continued 
to head toward Asia by way of Africa with Vasco 
da Gama finally reaching India in 1498, other na- 
tions in western Europe now launched out into 
the Atlantic. The wealth that the Spanish had 
achieved in so short a time through exploration, 
colonization, and trade inspired the English, 
French, and Dutch to follow them west. 

With the support of kings and merchants, a 
steady stream of explorers left western Europe to 
claim territory in the Americas and to continue the 
search for a route by sea to Asia. In 1497, the Italian 
sea captain John Cabot (Giovanni Caboto) headed 
west and sailed along the eastern coast of North 
America on behalf of England. His trip began along 
search for the Northwest Passage through the 
American wilderness to Asia. Another Italian ad- 
venturer named Giovanni da Verrazano made a 
similar trip along the eastern coast of North 
America for France in 1524. Ten years later, the 
French explorer Jacques Cartier headed down the 
Saint Lawrence River into the Canadian interior 
on behalf of his nation. In 1609, the Englishman 
Henry Hudson, sailing for the Dutch, discovered 
and explored another important river that was later 
named after him. 


The adventurous ship captains who sailed west 
on behalf of England, France, and Holland learned 
much about the coastline of North America, but 
continued to regard it primarily as an obstacle that 
barred their way to Asia. Slowly, they came to re- 
alize that a profitable fur trade could be established 
with the many native tribes who dwelled in the 
Americas. Called the Indians by Christopher Co- 
lumbus, they lived as more than 500 separate tribes 
from the Atlantic westward to the Pacific. Their 
ancestors had crossed from Asia to Alaska some- 
time before the end of the last Ice Age, and then 
spread out across the Americas. They followed riv- 
ers, valleys, and animal trails in their migrations to 
the south and east. As they moved across North 
America, some tribes settled in villages, while oth- 
ers continued as nomadic hunters. The Indians had 
established trade routes among themselves to ex- 
change shells, pearls, flint, and precious metals like 
copper and silver. Many were eager to trade fur 
with the Europeans for iron pots and pans, woolen 
blankets, and especially guns. 

The nations of western Europe eventually re- 
alized that even more trade could come through 
the establishment of colonies in North America 
and the Caribbean. The colonies could produce 
cash crops and exotic goods like sugar, silk, and 
glass for export to the mother country. In turn, 
the colonies could purchase manufactured goods 
from Europe. After failures in Newfoundland and 
at Roanoke, the English established the first per- 
manent colony in North America at Jamestown 
in 1607. The Virginia colony survived and pros- 
pered through growing and exporting tobacco. 
More English colonies were established along the 
eastern coast of North America and in the Carib- 
bean. They produced tobacco, sugar, and rice in 
the tropical south, and wheat, corn, and livestock 
in the more temperate north. Colonies established 
in New England soon built merchant fleets of their 
own to carry trade goods between North America 
and the entire Atlantic. The French also established 
colonies in Canada from 1608 onward that ex- 
ported lumber and fish to Europe. However, they 
relied even more heavily on the fur trade that trap- 
pers, priests, and adventurers established with the 
Indians on the rivers and lakes of North America. 
The Dutch had similar successes with farming and 
the fur trade in the Hudson River valley. 
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While explorers, traders, and colonists alike 
eventually discovered the value of the Americas, 
the drive to fulfill the dream of Columbus and sail 
west to the riches of Asia remained alive. In 1513, 
the Spanish explorer Vasco Nunez de Balboa 
crossed the Isthmus of Panama and discovered 
another ocean west of the New World. Seven years 
later, the Portuguese captain Ferdinand Magellan 
sailing on behalf of Spain found a strait around 
South America that led into the other ocean, which 
he named the Pacific. As he traveled north and 
west, he met the Polynesians, whose ancestors had 
explored and settled most of the islands of the Pa- 
cific. The Polynesians had established an exten- 
sive trade network for exchanging goods like food, 
boats, and knives from the Philippines to Easter 
Island. Magellan claimed the Philippines for Spain 
shortly before he met his death at the hands of 
natives on the island of Mactan in 1521. A few of 
his original crew members made it back to Europe 
in a ship loaded down with spices, proving at last 
that Asia and its riches could be reached by sail- 
ing west on the oceans of the world. 

During the next 250 years, English, French, 
and Dutch adventurers followed the first Portu- 
guese and Spanish explorers east around Africa 
and west into the Pacific. England, France, and 
Holland joined Portugal and Spain in establish- 
ing colonies in Asia and in Africa, and ultimately 
fought for control of trade in items such as silk, 
spices, porcelain, tea, coffee, sugar, rice, opium, 
and tobacco. From the late eighteenth century on 
to the early twentieth century, Great Britain led 
the world in the final exploration of the Pacific 
islands, Australia, and Africa not only to increase 
humanity’s knowledge of the globe, but also to 
complete the building of a mercantile and manu- 
facturing empire with colonies on every conti- 
nent. Britain finally lost its dominance in the 
world to the United States, a former British colony 
in North America, which had grown west from 
the Atlantic to the Pacific in a national enterprise 
of exploration, settlement, and trade. 

By the twentieth century, all the continents 
of the world had been discovered and mapped. 
The drive to explore for the sake of knowledge 
continued as adventurers headed to the poles and 
up the peaks of the highest mountains. Explora- 
tion on behalf of trade went on below the ground 
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as companies searched for materials necessary in 
manufacturing like coal, iron ore, and oil. Com- 
mercial airline routes were also laid out from the 
1920s onward. The recent space race helped in- 
ternational trade through the development of 
communication satellites and led many to dream 
of one day traveling to other worlds where the 
drive to explore and trade could begin once again. 


Mary Stockwell 
See also: Greek City-States; Roman Empire; Spanish Empire. 


BIBLIOGRAPHY 

Barker, Felix, with Anthea Barker. The Glorious Age of Explora- 
tion: The Encyclopedia of Discovery and Exploration. Gar- 
den City, NY: Doubleday, 1971. 

Tavernier, Bruno. Great Maritime Routes: An Illustrated His- 
tory. New York: Viking, 1970. 


EXTRATERRITORIALITY 


A legal concept applied in international law 
for explaining the immunity of the subjects of 
a state during their sojourn in other states. 


Extraterritoriality designates both the privilege 
of immunity from local law enforcement enjoyed 
by certain aliens and the procedure by which a 
person is permitted to enter or leave a jurisdic- 
tion in which he or she would normally be sub- 
ject to arrest, detention, or other deprivation. In 
recent times, the extraterritoriality still functions 
because there are diplomats, troops in passage, 
war vessels, official representatives of foreign 
states, and international organizations excepted 
from the jurisdiction of the country in which 
they are present. The legal sources for the prin- 
ciple of extraterritoriality were customary inter- 
national law or treaty. Generally, it is about a 
bilateral and reciprocal legal exemption between 
states. 

Until World War II, there was a unilateral ex- 
traterritoriality promoted in the relationships be- 
tween Western powers and certain Asian and 
African states, like the Ottoman empire (Turkey), 
Egypt, Morocco, China, Japan, India, Iran, Syria, 
and Libya. As a result of several wars and more 


capitulations by China, since 1842 foreign pow- 
ers, like Great Britain, France, Germany, the 
United States, Russia, and Japan, had acquired 
commercial and legal privileges for their nationals. 
In 1855, Siam (present-day Thailand) and Britain 
concluded an unequal agreement that opened up 
Siam to Western influence and trade. Besides 
more commercial privileges, for example, a 3 per- 
cent duty on all imports and free access and trade 
in all Siamese ports, the agreement included more 
stipulations concerning the immunity of jurisdic- 
tion for British subjects in all Siamese ports. 

The Ottoman empire, as well as the states 
from the Far East and North Africa, granted the 
regime of extraterritoriality in their territories in 
the form of the most-favored-nation clause. The 
subjects of Venice, France, England, the Dutch re- 
public, and Poland enjoyed a similar extraterrito- 
riality in Ottoman territories. At the same time, 
the “mutuality” was one of the main features of 
the treaties concluded between the Ottoman 
empire and boundary states, for example, Venice, 
Hungary, Poland, Austria, and Russia. The sultans 
bestowed free access and commerce, safety of 
person and merchandise, or individual responsi- 
bility to foreign merchants, provided that the 
Ottomans had the same rights in the mentioned 
states. 


THE OTTOMAN EMPIRE 


The Ottoman Empire had long practiced extra- 
territoriality toward the Western powers, usually 
invoked on behalf of ambassadors, consuls, and 
other visiting diplomats. But the unilateral and 
unequal character of the system again reflected 
the capitulation of a Middle Eastern or Asian re- 
gime to the West. For under this arrangement, the 
European nations obtained immunity of jurisdic- 
tion not only for their subjects who held diplo- 
matic positions, but also for their merchants and 
virtually any national who wanted to settle in the 
Ottoman territories. 

The legal status of foreign merchants consti- 
tuted an important question for commerce in the 
Ottoman empire. The Muslim holy law and im- 
perial charters (in Turkish, ““ahdnames”; in West- 
ern languages, “Capitulations”) established this 
legal condition. According to Islamic law, a tem- 


porary safe-conduct could protect the life and 
goods of an infidel who came from Abode of War 
and entered Abode of Islam. He became a benefi- 
ciary of protection (in Turkish, “miiste’min”). 

Historically, extraterritoriality was originally 
practiced by princes who bestowed safe-conducts 
to foreigners who, as aliens, did not ordinarily 
enjoy the full protection of the host-country’s 
law. The Ottomans took over this medieval cus- 
tom, called personality of laws, which held that 
a foreigner was in any place subject to his own 
sovereignty. 

Even if according to the classical Islamic law 
an enemy infidel could stay within the Abode of 
Islam for one year only, the foreign merchants re- 
ceived the privilege to remain for an unlimited 
time in the Ottoman empire without paying a 
poll-tax (djizye) and became non-Muslim tributar- 
ies (dhimmis) by a clause included in the Capitu- 
lations. In this time, the Ottoman official could not 
violate their property and residences, or collect 
personal and property taxes specific to Ottoman 
subjects. Also, in the case of death, the Public Trea- 
sury did not confiscate the foreigners’ goods; the 
head of their community (or caravan) had to hand 
them over to the legal inheritors. 

The most significant aspect of extraterritorial- 
ity was the exemption of foreigners from both civil 
and criminal action by local authorities. Two cat- 
egories of legal disputes appeared in the Ottoman 
Capitulations: conflicts between Ottoman subjects 
and foreign merchants, and conflicts within the 
foreign merchant communities. The clauses con- 
cerning the Ottoman-foreigner disputes stipu- 
lated that the judge did not have to consider 
unwritten testimony or documents in deciding 
when a party was absent or to accept false wit- 
ness. In this manner, one tried to avoid any abuse 
committed by the Ottoman authorities. 
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The Capitulations clearly emphasized the ex- 
traterritoriality granted to foreign subjects, when 
the legal disputes occurred inside a foreigner 
community. Although physically present on the 
territory of another state, the foreigners contin- 
ued to be considered under their ruler’s protec- 
tion and under the legal jurisdiction of their home 
country. Consequently, ambassadors or consuls, 
who represented their Western sovereigns in the 
Ottoman empire, had the right to handle all civil 
and criminal cases involving their countrymen, 
without any interference of the Ottoman officials. 
Due the fact that in central and southeastern Eu- 
rope merchants were part of wagon trading cara- 
vans, the immunity of jurisdiction had local 
specificity. The judgment of the disputes between 
merchants of the same group by the caravan’s 
head was a customary practice, also confirmed 
by the peace and commerce treaties. 

The states that bestowed unilateral extraterri- 
toriality resented it as an infringement of sover- 
eignty. Consequently, they fought for abolishing 
it and, earlier or later, succeeded (Japan in 1899, 
Turkey in 1923, China in 1946, and Egypt in 1949). 


Viorel Panaite 
See also: Ottomans. 


BIBLIOGRAPHY 

Heyking, Alphonse. “Lexterritorialité et ses applications en 
Extréme-Orient.” Recueil des cours. Académie de Droit In- 
ternational (Paris) 7, no. 2 (1924): 241-335. 

Kahn-Freund, O. “General Problems of Private International 
Law.” Recueil des cours. Académie de Droit International 
(Paris) 143, no. 3 (1974): 141-474. 

Khadduri, M., and HJ. Liebesny, eds. Law in the Middle East. 
Vol. 1, Origin and Development of Islamic Law. Washing- 
ton, DC: Middle East Institute, 1955. 

Pélissié du Rausas, G. Le régime des capitulations dans l’Empire 
Ottoman. Vols. 1-2. Paris: n.p., 1902-1905. 


' 


FAIRS, 
TRADE 


INTERNATIONAL 


A temporary market or commercial enterprise 
organized to promote trade, where buyers and 
sellers gather, that has assumed an increas- 
ingly important role in international trade 
during the twentieth century. 


Trade fairs are organized at regular intervals, gen- 
erally at the same location and time of year, and 
usually last for several weeks. In Europe and in 
Asia, especially, they are popular, but almost ev- 
ery country has at least one major annual inter- 
national exposition, from one industry or branch 
of industrial production to general exhibits of 
goods and merchandise. 

By definition, fairs are large organized gather- 
ings, occurring at regularly spaced intervals, to 
which merchants come from distant regions. The 
modern fair stems from the periodic gatherings of 
merchants that were a prominent economic insti- 
tution of Europe in the Middle Ages. To wit, the 
word “fair” (foirein French) is derived from the Latin 
feriae, meaning “feast,” indicating the close relation 
between medieval fairs and feasts of the early Chris- 
tian church, while the German word for fair, Messe, 
is derived from the Latin missa, meaning “mass.” 

Exhibitions, which can encompass a variety 
of uses, are sometimes called expositions; these 
are large extravaganzas sometimes called “world 
fairs” or “international expositions,” a term fre- 
quently applied to an organized public fair or dis- 
play of industrial and artistic productions that is 
designed to promote trade and to reflect cultural 
progress. During the nineteenth and twentieth 
centuries, some fairs have been called expositions 
and some expositions have been called fairs, but 
the general distinction is that fairs traditionally 
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are gatherings for immediate trade, and exposi- 
tions are a form of advertisement. 

Expositions are usually considered a product 
of the nineteenth century and are held at greater 
intervals than fairs or only on certain occasions, 
such as the Genoa and Seville Expositions of 1992 
that celebrated the discovery of the New World; 
Christopher Columbus was born in Genoa, and 
he left for his great voyage in 1492 from the Span- 
ish seaport. 

While expositions are not trade fairs per se, 
where goods or services are sold directly, one of 
the major functions is the promotion of tourism 
and trade among countries. They last longer than 
fairs, usually no more than six months, and serve 
primarily to introduce businesspeople and inter- 
ested spectators to new technical and industrial 
developments and to the arts. International ex- 
positions began in 1851 with the Crystal Palace in 
London. 


BEGINNINGS 


Evidence of the existence of fairs is sparse until 
the Middle Ages, which suggests that fairs his- 
torically have been a European phenomenon. In 
the preclassical world, it seems likely that gather- 
ings similar to fairs were held in connection with 
religious feasts in the Mesopotamian valley, Syria, 
Palestine, and Arabia. Caravans of Phoenicians 
whose trade contacts extended westward around 
the Mediterranean visited some of these primi- 
tive fairs. 

In ancient China, fairs were held only in peri- 
ods of political disunity, for example, the Market 
of the Currents of the Four Cardinal Points held 
about 500 c.£. at Luoyang and the periodic fairs 
for medicines and silkworms held at Sichuan be- 
tween the ninth and twelfth centuries. 


In classical Greece, besides markets held along 
the boundaries of the city-states and protected by 
special market gods, annual fairs were held in con- 
junction with feasts of principal gods. Spring and 
autumn fairs were held at Tithorea during the 
feasts honoring Isis; at dawn of the second day, 
merchants opened their stalls for trade in slaves, 
cattle, clothes, silver, and gold. Similar fairs were 
held along with the Olympian and Isthmian feasts, 
with special protection granted to merchants. 

Roman commerce was not centralized enough 
to be conducive to fairs, but some were held on 
the eastern frontiers of the Roman empire along 
the caravan routes. The fall of the empire during 
the third century was due, partly, to the decline 
of trade, industry, and towns and of the mer- 
chants and artisans. 

The only reliable evidence regarding the ex- 
istence of fairs in western Europe before the elev- 
enth century pertains to one at the abbey of Saint 
Denis near Paris. Four documents, written be- 
tween 629 and 759, describe a fair granted in 629 
to the monks of this abbey by Dagobert I, the 
Merovingian king of the Franks. Held annually 
to honor Saint Denis, the fair began on October 9 
and lasted four weeks. 

When the fair was in session, all trade in the 
area had to be transacted there, and the monks 
received all the tolls and dues levied on the trade. 
Well located along a route to Paris, the Saint Denis 
fair was the only one to flourish in this period. It 
became a noted center for trade in wine, honey, 
grain, wood, salt, and dyes. English, Spanish, 
Provengal, Saxon, Frisian, Lombard, and Frank- 
ish traders frequented it. But during a period 
when Europe was filled with large agrarian es- 
tates, this fair served mostly as a periodic ex- 
change center for natural products. 


MEDIEVAL FAIRS 


With the economic revival of western Europe, 
fairs became a prominent economic institution. 
The revival, in the late tenth and eleventh centu- 
ries, produced a merchant class, towns, trade, and 
industry. Fairs appeared at strategically located 
sites along overland routes that connected south- 
ern and northern Europe, along rivers, and at 
some maritime ports. Every area of Europe af- 
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fected by the economic revival had fairs, but the 
most significant were those of Champagne, lo- 
cated halfway between Italy and Provence in the 
south and Flanders. Other important fairs in- 
cluded Provins and Troyes, each of which lasted 
about six weeks. 


CHAMPAGNE FAIRS 


The success of the Champagne fairs was because 
of their excellent location and the enlightened 
economic policies of the counts of Champagne. 
Aware of the potential economic benefits, the 
counts gave protection, assessed minimal taxes, 
and prescribed regulations for the collection of 
debts and the fulfillment of contracts. They also 
established special courts, where merchants could 
have their differences settled rapidly and equita- 
bly according to a sort of international “law of 
merchants” (jus mercatorum), and initiated an ef- 
ficient system of administration of the law. 

At the peak of the Champagne fairs in the 
twelfth and thirteenth centuries, merchants came 
from the Middle East and Africa as well as from 
all over Europe. The most prominent merchants 
were the Flemish, who dealt in wool cloth; the 
Italians, who introduced advanced financial tech- 
niques into northern Europe; and those from the 
Hanseatic League in Germany. A thirteenth- 
century document lists all the products sold and 
the place of origin. Among these products, from 
over forty areas and towns, were several variet- 
ies of wool cloth, silk, linen, cotton, gold, and 
silver-threaded cloths, along with leather goods, 
medicines, condiments, dyes, cereals, vegetables, 
livestock, fish, fruit, oils, cheese, beer, wine, pre- 
cious metals and stones, jewelry, and raw materi- 
als such as wood. 


ECONOMIC CHANGES 


To facilitate credit, the Italian merchants in the 
twelfth century introduced what became the bill 
of exchange (letter of fair), a written promise to 
pay a sum of money in a place other than that in 
which the debt was contracted. By the thirteenth 
century, the fairs became a place where debts were 
settled and loans were contracted—the financial 
practices that facilitated the economic develop- 
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ment of Europe in the twelfth and thirteenth cen- 
turies—and the great age of the fairs took form. 

Fairs began to decline at the beginning of the 
fourteenth century as merchants ceased to travel 
and concentrated their efforts at one site and 
transportation was turned over to specialists. 
When direct shipping opened up between Italy, 
southern France, and the Flemish and English 
ports in the fourteenth century, overland trade 
slumped and there was no need for a midway 
meeting place. In 1285, after Champagne was 
annexed to France, increased taxation drove trade 
to other fairs, which were disrupted further by 
the Franco-Flemish wars at the beginning of the 
fourteenth century and later by the Hundred 
Years’ War. But as fairs declined, the French kings 
granted special trading privileges to other areas 
of France to stimulate the economy of the sur- 
rounding regions, most notably Lyon, which 
emerged in the fifteenth century as a most im- 
portant French fair. 

Although the fair remained an essential eco- 
nomic institution as late as the nineteenth cen- 
tury, changes in the techniques of trade and 
industry contributed to its decline in the inter- 
vening centuries. Permanent trading centers de- 
veloped as the result of the construction of 
canals, the improvement of roads, and the ini- 
tiation of regular posts. In the eighteenth cen- 
tury, the fair suffered further when business 
competed with wandering peddlers in the coun- 
tryside and with commercial travelers who ex- 
hibited sample wares to merchants in villages 
and towns and took orders for future delivery, 
an early type of mail-order catalog. By the end 
of the nineteenth century, the traditional fair was 
mostly found in countries such as Russia, India, 
Egypt, and Saudi Arabia. 

The fairs that continued into the second half 
of the nineteenth century provided the opportu- 
nity for merchants to inspect sample products and 
to order in bulk for subsequent distribution at 
retail outlets. The best known of such fairs was 
that at Leipzig, which became a showplace for the 
products of imperial Germany in the pre-World 
War I era. After the war, the Leipzig fair was re- 
vived and joined by another at Konigsberg, whose 
primary purpose was to stimulate German trade 
in eastern Europe. 


PRESENT SITUATION 


More than 700 trade fairs are held each year, es- 
pecially in Europe, and provide American corpo- 
rations access to a market of over $3 trillion that 
buys roughly over $80 billion in U.S. goods and 
services annually. Among the most familiar are 
the Paris Air Show, which displays the latest in 
aviation technology; the Hannover Fair (Ger- 
many), perhaps the world’s largest industrial 
show; and the International Spring Gift Fair at 
Birmingham, England, which is England’s larg- 
est consumer products trade show. Other well- 
known commercial fairs, along with the Leipzig 
Fair, are the Swiss Industries Fair, the Pakistan 
International Fair, the International Trade Fair of 
Thessaloniki (Greece), the Zagreb International 
Trade Fair (Croatia), and the Paris International 
Fair. Some popular specialized fairs include the 
International Textile and Clothing Industry Exhi- 
bition (Ghent, Belgium), the Canadian Chemical 
and Process Equipment Exhibition (Toronto, 
Canada), the International Furniture Fair (Co- 
logne, Germany), as well as fairs in Frankfurt 
(books), in Nuremberg (toys), and in Berlin (tour- 
ism and travel). The most recent addition took 
place in Havana, Cuba, in September 2002, at the 
first trade show of U.S. food and agricultural prod- 
ucts since Fidel Castro’s 1959 revolution, an event 
made possible only after President Bill Clinton 
approved the easing of the forty-year trade em- 
bargo against Cuba in 2000. This development 
allowed American food to be sold to Cuba for 
humanitarian purposes, providing the country 
with paid cash up front. 


HISTORY 


The first manufacturers’ fair was held in the Ma- 
sonic Hall in New York City in the late 1820s 
under the auspices of the American Institute in 
the City of New York to encourage and to pro- 
mote domestic industry in agriculture, com- 
merce, manufacturing, and the arts in the United 
States. There are, however, rudiments of fairs in 
ancient times with biblical references to great 
feasts held at important population centers that 
included markets, athletic games, and visiting 
dignitaries. During medieval times, great fairs 


were held at major crossroads of trade as a mix- 
ture of commerce, entertainment, and theater. 
They were basically international to the extent 
that they involved several regions, principalities, 
and kingdoms. In England, the fairs were na- 
tional and a blend of trade show and public en- 
tertainment. From these fairs, the industrial 
exhibitions were developed in France and then 
spread to England, where they were sponsored 
by mechanics institutes to teach scientific prin- 
ciples to the working class. The mechanics insti- 
tute exhibitions included scientific, mechanical, 
as well as exotic and fine arts sections that 
merged into the 1851 Crystal Palace Exhibition 
and then into the international expositions that 
followed. 


PARTICIPATION DIFFICULTIES 


These fairs moved beyond being mere showcases 
of industrial progress to involve such things as the 
inclusion of special themes and more nonindus- 
trial features, such as fine art and amusements. All 
demonstrated a strong streak of nationalism, boast- 
ing the national image and the people’s pride in it. 
Fair managers, often with strong government sup- 
port, strived to heighten nationalistic features on 
behalf of the host country to make it look better 
than its rivals. In the United States, the Smithsonian 
Institution and its National Museum had major 
responsibility for American participation in mid- 
nineteenth- and early twentieth-century exposi- 
tions. Congress appropriated funds, sometimes 
right before the exposition was to open, which was 
a standard procedure until World War I. With no 
control or regulation of fairs, the latter part of the 
1800s and the early 1900s saw several expositions, 
some major events, like Chicago’s 1893 extrava- 
ganza. Others were celebrations of colonial empire, 
for example, those fairs held in Australia and in 
New Zealand. 

In other countries, there was more substan- 
tive support from the federal government. In 
1928, the Bureau of International Exhibitions (BIE) 
was established to regulate the fairs industry, in- 
cluding the number of fairs to be held at a given 
time and the levels of participation (universal or 
specialized). The BIE has been consistent in certi- 
fying expositions and fairs, with the result that 
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these events are better planned and held at more 
regular intervals. 


LONDON’S CRYSTAL PALACE 


The first international exposition was held in Lon- 
don in 1851 at the urging of Queen Victoria’s con- 
sort, Prince Albert, who believed that such a 
function would introduce the world to British 
goods and manufacturing processes, stimulating 
demand as visitors from the Continent and the rest 
of the world became acutely aware of the superi- 
ority of British goods, machinery, and production 
techniques. Immediately, orders for British goods 
showed a sharp increase. The exposition was a tre- 
mendous success, housed in the magnificent Crys- 
tal Palace, which had been built for the occasion in 
Hyde Park. The United States was represented by 
over 500 of its products, among which were such 
industrial innovations as the McCormick reaper, 
the Colt revolver, and Goodyear India rubber prod- 
ucts, as well as a display of chewing tobacco. 


OTHER COUNTRIES 


Not to be outdone by the British, the French spon- 
sored a number of international expositions in the 
nineteenth century. Napoléon III, like Prince 
Albert, was determined for Paris to present an 
even more beautiful and amazing spectacle than 
the one at the Crystal Palace. In 1855, the Paris 
exposition was unfolded in a huge building, the 
Palais de I’Industrie, generally called the “cathe- 
dral of commerce” on the Avenue des Champs- 
Elysées. Its model was the Crystal Palace. 

Belgium has consistently excelled in exposi- 
tions. Because the nation had been a center of 
international trade and finance since the Middle 
Ages, the presentation of expositions has come 
naturally to Belgian businessmen and industrial- 
ists, as indicated by such successful expositions 
at Liege (1930), Brussels (1935), and the contro- 
versial Brussels Universal and International Ex- 
hibition of 1958, which presented the vast 
panorama of international humanistic develop- 
ment and hosted the Cold War propaganda ri- 
valry between the United States and the Soviet 
Union. 

The first American exposition to draw large 
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numbers of people and promote American goods, 
although it did not generate a profit, was the Phila- 
delphia Centennial of 1876, which was planned 
to celebrate a century of American independence 
and to promote national unity after the Civil War. 
The 8 million visitors not only saw the products 
and arts of the world, but also recognized that the 
United States had become a powerful industrial 
nation with a genius for invention and produc- 
tion, as indicated by Alexander Graham Bell's tele- 
phone, Thomas A. Edison’s duplex telegraph, Isaac 
Singer’s sewing machine, and the typewriter. 
Then the twentieth century began with the Pan- 
American Exposition in Buffalo (1901), which pro- 
moted the social and commercial interests of the 
states of the Western Hemisphere. 


EXPOSITIONS SINCE WORLD 
WAR II 


In the United States, two agencies took over re- 
sponsibility from the Smithsonian Institution for 
expositions: the U.S. Department of Commerce 
for fairs held in the United States and the U.S. 
Information Agency (USIA) for those held out- 
side the country. The USIA derives this authority 
from the Mutual Educational and Cultural Ex- 
change Act of 1961, which was popularly known 
as the Fulbright-Hays Act (Public Law 87-256). 

Between 1958, when the first major post- 
World War II exposition was held, to the present 
date, several expositions have been held with 
mixed success. One of the most controversial was 
the Exposition Universelle et Internationale de 
Bruxelles (Brussels, Expo ’58), the first universal 
exposition held after the war, which is best re- 
membered for the standoff in Cold War propa- 
ganda between the American and Soviet pavilions 
as they promoted their ideologies and products 
amid international tension. 

In 1962, the Century 21 Exposition, or Seattle 
World’s Fair, drew 48 countries as exhibitors and 
9.7 million visitors, and was considered the first 
financially successful U.S. fair. It presented a pre- 
view of the type of life promised for the twenty- 
first century through scientific advances. The 
main symbol was the 607-foot steel and glass 
Space Needle that was topped by a revolving, 
glass-enclosed restaurant. The Space Needle and 


other structures were retained for a new, perma- 
nent civic center. 

The Universal and International Exhibition 
(Montreal, Expo 67), held on two man-made is- 
lands in the Saint Lawrence River, boosted tour- 
ism and trade and commemorated Canada’s 
Centennial of Confederation in a six-month period 
that attracted over 50 million persons to its 166 
pavilions (62 of them built by participating nations), 
more than 200 boutiques, and 76 restaurants. The 
general theme of “Man and His World” unified the 
displays. 

The Okinawa Ocean Exposition (1975) was 
the first and largest forum of its kind devoted 
entirely to the seas, and it drew most Japanese 
government and private-sector managers of oce- 
anic enterprises to Okinawa with conferences, 
trade shows, and conventions that concentrated 
on special aspects of oceanography. 

The World Exposition held at Vancouver, Brit- 
ish Columbia, under the theme “World in Mo- 
tion, World in Touch” (Expo 86), emphasized 
advances in transportation and communication. 
This fair was a commercial success; it enhanced 
U.S.-Canadian relations, and it benefited from the 
terrorism scare in Europe that caused many 
Americans to stay home that summer. Instead, 
they traveled to Vancouver to the world’s fair. 

Australia’s World Exposition (Expo ’88), held 
in Brisbane, took place in the same year Australia 
celebrated its bicentennial. Despite its distance, it 
was another financial success with its theme of 
recreation and leisure. The U.S. Pavilion, with its 
artifacts from several American halls of fame and 
the continual demonstrations by athletes in the 
pavilion’s courtyard, was one of the most popu- 
lar attractions at the fair, but other countries ben- 
efited as well. The theme and the presentations 
combined to bring visitors to a city that was not 
that easy to reach, and this, in turn, sparked big 
sales in the gift shops and restaurants. Most im- 
portant, it strengthened trade relations between 
the host country and its participating countries, 
including the United States—one of its major trad- 
ing partners. 

The Columbus Quincentennial Exposition in 
Seville (Expo 92) was supposed to be Spain’s inter- 
national emergence as a democracy in its final year 
before full integration into the European Commu- 


nity, but it presented many problems for the United 
States, beginning with a presentation budget that 
the U.S. Congress slashed considerably, resulting 
in a limited American presence. 

At Genoa (1992), the USIA worked with 
Amway Officials, who provided some major fund- 
ing, but the next year, at Taejon (1993), Amway 
administered American participation, this time 
with advice only from USIA officials. Even though 
this was the first time the private sector took re- 
sponsibility for U.S. participation at an exposition, 
corporations were allowed to promote their 
brands and to stimulate sale of their products. This 
was to be the pattern at all future fairs in which 
the United States participated, but it ended at the 
next fair, Lisbon (1998). After this, the U.S. De- 
partment of State decided that the United States 
would no longer participate at international ex- 
positions. This was a blow to U.S. trade relations 
and caused ill will, which the United States expe- 
rienced at Hannover, Germany (2000). The U.S. 
withdrawal from the exposition was considered 
an insult to U.S.-German relations. Ironically, the 
American withdrawal came after the designated 
U.S. commissioner general displayed the floor 
plans for the U.S. Pavilion. 


Martin J. Manning 


See also: Crystal Palace. 
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FERTILIZER 


Organic matter, manure, or synthetic chemi- 
cals that are added to soil to increase plant 
growth. 


Fertilizers have been used for thousands of years 
to improve crop production. Egyptian and 
Mesopotamian civilizations first recognized the 
value of silt deposits over 5,000 years ago. Over 
3,000 years ago, Chinese farmers began mixing 
human and animal wastes, grasses, and plant 
ashes, applying this organic manure to various 
soils and recording how different plants re- 
sponded. Trade of fertilizer did not become glo- 
bally significant until the twentieth century. 

Nitrogen, phosphorus, and potassium are the 
most important of the thirteen mineral nutrients 
plants need to grow. Over two centuries of rapid 
technological innovation has enabled the extrac- 
tion of these nutrients from an increasing number 
and variety of sources. The United States and Ger- 
many have traditionally led the world in discover- 
ing new extraction and processing methods, but 
many countries have discovered processes and 
sources that enabled them to use domestic sources. 

The history of phosphorus (phosphate, P,O;) 
is an illustrative example of how commercial fer- 
tilizers have developed. Chinese farmers began 
using lime-treated bones for fertilizer over 2,000 
years ago. By 1815, the British were importing as 
much as 30,000 tons of bones annually. The Brit- 
ish applied sulfuric acid to the bones to improve 
the solubility of the phosphorous, creating what 
came to be known as superphosphate. England 
had fourteen superphosphate manufacturing 
plants in 1853, and the United States was 
producing 140,000 tons by the mid-1880s. While 
superphosphate was the world’s dominant phos- 
phate fertilizer for almost a hundred years, sev- 
eral other sources and methods were also used. 
The mining of phosphate rock began in the 1840s 
in Europe, spreading to the United States in 1867. 
Phosphate rock deposits have now been discov- 
ered in many countries, shifting production and 
trade throughout the twentieth century. Finally, 
Germans discovered the phosphoric acid produc- 
tion process in 1870. 

The development of more potent fertilizers 
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drove the huge increases in agricultural produc- 
tivity commonly referred to as the Green Revolu- 
tion. The consumption of commercial fertilizer 
exploded during the twentieth century, rising 
from less than 2 million tons of nutrients in 1920 
to almost 140 million tons at the turn of the twenty- 
first century. Nitrogen experienced the largest 
gain, going from negligible consumption in 1920 
to over 80 million tons consumed annually in 2000. 
Potassium and phosphate also rose dramatically 
during the twentieth century, but annual world 
consumption peaked at around 25 million and 35 
million tons, respectively, in the 1980s. 

Fertilizer production is also shifting from de- 
veloped to developing countries. Developing 
countries produced 31 percent of the world’s ni- 
trogen fertilizer in 1980, increasing their share to 
57 percent by 2000. Developing countries are also 
consuming more, accounting for 63 percent of the 
138 million tons consumed in 2000, up from 12 
percent of the 30 million tons consumed in 1960. 
China alone accounts for a quarter of fertilizer con- 
sumption, while it and India account for a third 
of global production. Fertilizer is now behind only 
coal, iron ore, and grain in terms of world dry 
bulk trade. 


W. Chad Futrell 


See also: Guano. 
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FESTIVALS AND FAIRS, 
MEDIEVAL 


Open-air markets held by traveling merchants 
during the Medieval period. 


In the twelfth century, merchants traveled with 
their goods to different villages, where for a few 
days or even a few weeks a year an open-air mar- 
ket would be held. At this time, permanent mar- 
kets were nonexistent, so this was the primary 
exhibition of goods and services. Buyers and sell- 
ers would gather to transact business. Although a 


fair could be the product of religious, secular, and 
economic activities, the primary function re- 
mained the promotion of trade. Many fairs origi- 
nated in religious events that required many 
people for extended periods of time. Among an- 
cient Greek and Roman times, fairs or public mar- 
kets were used to announce new public laws. In 
early Christian times, religious events were used 
as special occasions for marketing. During the thir- 
teenth century, every German town held at least 
one annual cattle and horse market or fair where 
local traders competed with one another. The most 
prosperous one—which survives as a successful 
trading event today—was held in Hochheim am 
Main, near Frankfurt, beginning in 1483. 

Many of the villages near major rivers hosted 
fairs. For example, the various towns of Cham- 
pagne, lying where the Sadne, Rhone, and Seine 
Rivers meet, held various fairs year round. Be- 
fore people were able to travel easily, fairs fur- 
nished the primary opportunity for the exchange 
of goods and served as a community social activ- 
ity. They also brought people together from dif- 
ferent villages, and thus were places where one 
might find a marriage partner. Fairs are ancient 
and universal mechanisms for regional and even 
international interaction. Fairs were held gener- 
ally at the same location and time of year and 
would last between a few days and a few weeks. 
During the sixteenth century, fairs occurred on 
an annual or semiannual basis. These fairs were 
commonly a gathering of local producers, both 
agricultural and artisan, petty merchants, and lo- 
cal consumers. In pursuing economic goals, the 
merchants also reflected their own backgrounds 
and interests throughout such gatherings. In the 
seventeenth century, pleasure fairs emerged. 
These fairs were dominated by entertainments 
such as plays and became popular. 

One of the first known successful fairs began 
in Britain around 1125. It was known as the Bos- 
ton Fair and was the most popular in Europe. 
Commercial life revolved around this fair, which 
was a privilege granted to the town by the Crown. 
There were exhibitions by monks, natives, and 
foreigners. The main commodities from England 
at this time included wool, iron, and lead, which 
were exchanged for furs and falcons from Nor- 
way, wine from France and Italy, cloth from the 
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Festivals have brought together peoples for trade and entertainment since ancient times. In more recent times, such festivals—like this 
1941 Vermont carnival—have lost much of their trading dimension. (Library of Congress) 


Low Countries, and spices and other exotic items 
from the eastern Mediterranean. The king’s ser- 
vants were allowed to purchase goods at this 
fair. 

Many new trade routes were developed be- 
cause of such fairs. Producers, traders, and con- 
sumers traveled from long distances to take part 
in these exhibitions. The major trade routes that 
developed throughout this time directly affected 
the growth of individual trade fairs; among the 
most prominent were Geneva, Madrid, Antwerp, 
Burgundy, and Bartholomew Fair in England. Of 
the variety of goods traded at such fairs, cloth was 
probably the most important. An alliance was also 
created between 1250 and 1450 that united north- 
ern Europe as one economic unit. This consisted 
of many port cities joined together for a more ef- 
fective way to travel. The alliance, known as the 
Hanseatic League (“hansa” means guild or com- 
pany), ensured the security of the merchants and 
the goods being transported. This league devel- 


oped a more organized and secure method for 
traveling to and from the long-distance ventures. 
The Hanseatic League had its own flag, developed 
its own laws, and engaged in diplomacy with for- 
eign governments. 

Fairs have always been one of people’s most 
enjoyable experiences, a universal part of cultural 
life around the world. In Eltville, Germany, the 
locals have celebrated the Festival of Sparkling 
Wine since 1811, which focuses on their most pre- 
cious local product. This not only boosts the local 
economy, but creates an artificial demand for the 
product. No fewer than 200,000 join the commu- 
nity for the celebration every June. Another en- 
during example is the Hochheim Market, which 
began as a cattle and horse trading fair in the fif- 
teenth century and now attracts some 300,000 visi- 
tors every November with its arts and crafts 
displays, livestock shows, auctions, food and wine 
stands, and other features. 

Fairs have adapted to many changes through- 
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out the centuries, including changes in consumer 
demand for what is bought and sold. However, 
three major factors concerning the success of fairs 
have not changed: concept, location, and date. 
To this day, fairs continue to display many differ- 
ent kinds of products in specific commodity or 
industrial groupings. The fairs also support the 
local economies. 


Danielle Poole 
See also: Fairs, International Trade. 
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FEUDALISM 


An economic, political, and social system of 
medieval Europe. 


Historians in the eighteenth century coined the 
term “feudalism” to describe the political, social, 
and economic system of much of western Europe 
during the Middle Ages. The name derives from 
a grant of land known as a fief (feudum) that a 
lord gave to his vassal in exchange for perform- 
ing military duties. The origins of the feudal sys- 
tem can be traced to practices of the late Roman 
empire and to the customs of the Germanic tribes. 
Roman aristocrats who lived in the provinces 
granted a tenure (precaria) of land to retainers in 
exchange for a variety of services. Roman law 
called the relationship commendatio since the re- 
tainers commended themselves to their aristo- 
cratic patrons. The Germanic tribes had a similar 
practice that the Romans called comitatus, 
whereby a group of followers attached themselves 
through deep bonds of loyalty to a powerful 
leader. The Anglo-Saxons called such a leader a 
hlaford, from which the English word “lord” is 
derived. The Carolingians used the term “vassal” 
(vassus) to describe a man who served his lord 
through military service. 

Beginning in the eighth century, Carolingian 
leaders granted tracts of land to vassals to 
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Feudalism, a political order that dominated Europe in the Middle 
Ages, included the limited political sovereignty of centralized states, 
making long-distance trade difficult. Feudalism also involved hierar- 
chical relations between masters, or lords, and their servants, or 
vassals. Shown here is the investiture of a vassal from a 1492 Ital- 
ian miniature. (The Art Archive/Bibliothéque National Paris/Dagli Orti [A]) 


strengthen their rule. This reversed the more tra- 
ditional practice whereby a vassal first promised 
service to a lord and then received a grant of land 
in return. Now vassals performed services be- 
cause they had been granted land. The process 
remained a fluid one for some time as younger 
sons of the nobility and even freemen were able 
to win land for themselves by promising to serve 
the royal family. However, the many invasions of 
the ninth and tenth centuries made feudalism a 
more rigid system. With Europe under steady at- 
tacks from Viking, Saracen, and Magyar invad- 
ers, lords and vassals swore oaths of fealty to one 
another. In a formal ceremony known as homage, 
vassals pledged to be faithful to their lord and to 
serve him in war, while the lord promised to pro- 
tect his vassals and grant them the use of fiefs. 
The lord and vassals in turn were to protect the 
freemen and peasants who lived on their land. 
Under these new conditions, feudalism strength- 
ened the power of local lords over the rule of 
kings. It also made the development of trade dif- 
ficult since fiefs were economically self-sufficient. 
Trade was further discouraged by the tolls and 
fees that lords could charge merchants who 
passed through their land. 

The institution of feudalism took hold in north- 
ern France during the tenth century and spread to 
the rest of western Europe by the twelfth century. 


Ironically, at the moment that feudalism tri- 
umphed, changes were already under way that 
would bring it to an end as a viable economic sys- 
tem by the fourteenth century. The rise of cities, 
improved trade routes, and the financial effects of 
the Crusades laid the foundations for capitalism 
that made feudalism obsolete. However, it would 
continue to influence the political and social life of 
Europe until the democratic revolutions and world 
wars of modern times. 


Mary Stockwell 
See also: Crusades. 
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FINANCIAL INSTITUTIONS 
Any form of formal organization operating un- 
der government regulations for the purpose 
of exchanging money or business securities. 


The most common financial institutions are banks, 
stock exchanges, and saving and loan associations, 
but other companies that handle mortgages, con- 
sumer finance, insurance, and credit also fall un- 
der this classification. The definition of banking 
in the modern sense encompasses a wide range 
of functions performed by a single company— 
functions such as issuing bank notes, clearing 
checks, maintaining cash accounts, and discount- 
ing commercial paper. 


BANKS 


A prerequisite for lending money is the existence 
and usage of coin. During prehistoric and early 
recorded history, barter was the only form of ex- 
change. Under this type of economic system, the 
lending of money was not possible. With the coin- 
age of money, however, individuals who acquired 
and saved enough coin could lend it to those in 
need. Interest was charged, and if payment was 
not rendered, the borrower could have his pos- 
sessions or freedom taken from him. The first 
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known attempt to regulate the interest charged 
was during the reign of Solon, who passed laws 
establishing the maximum rate allowed under the 
law. The law applied to individuals or even part- 
ners who lent money. 

From the time of the Babylonian empire 
through the Roman empire, governments re- 
quired some form of institution to store and dis- 
tribute coins. Instead of banks, these civilizations 
developed treasuries where money would be 
amassed, and when funds were needed money 
was withdrawn. The treasuries could include 
items other than coin—for instance, gold or sil- 
ver objects or even gems might be stored in the 
treasury. The Delian League formed a treasury 
for the purpose of funding defense efforts to pro- 
tect cities and trade. Treasury houses were placed 
in prominent places within the city as evidenced 
by their location in ancient caravan centers like 
Petra. 

Although governments might regulate the 
amount of interest that could be charged by indi- 
viduals throughout ancient times, it was not until 
the medieval period that the foundations of the 
modern banking system developed as contact 
with the Middle East, beginning with the First 
Crusade in 1095, renewed interest in luxury items 
from the Far East throughout Europe. In 1118, a 
new religious order, the Knights Templar, formed 
to protect the holy sites and the Kingdom of 
Jerusalem. The order attracted many adherents 
throughout Europe who, on becoming knights, 
renounced their worldly possessions. The 
Templars received land and wealth from the local 
rulers and population and their estates provided 
goods for the crusading members of the order. 

With fortresses across Europe, many kings 
and princes deposited their wealth with the 
Templars before departing on the Crusades. Al- 
though prohibited from charging interest, the 
Knights Templar did issue a loan as early as 1149 
to King Louis VII of France. Instead of interest, 
the Templars charged transaction fees. They also 
levied fees for the storage and protection of the 
wealth deposited in their fortresses. With the or- 
der covering most of Europe and the Middle East, 
a system of credit developed. Through the use of 
receipts, an individual who deposited money in 
London could collect the funds in Jerusalem with- 
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out having to physically transport the gold or 
other items. 

The wealth amassed by the order would be its 
downfall. The king of France, Philip IV, resented 
the economic power of the Templars, especially 
because of the desperate straits that the French trea- 
sury was in. He accused the Templars of a number 
of charges including heresy. The pope ordered an 
investigation that revealed the charges unfounded 
but in the mean time the king of France ordered 
the confiscation of all Templar lands under French 
control and the death of the Templars, including 
the grand master. Although the pope would even- 
tually dissolve the order and transfer its posses- 
sions to the Knights Hospitallers, the Templars had 
provided the foundation for the modern banking 
system with the introduction of concepts like the 
charging of fees. While the order was founded for 
religious reasons during the Crusades, it also en- 
gaged in commercial activities. In London, the 
Templars would come to control the wool trade. 
In other areas, they provided merchants with the 
funds to conduct trade. 

During a conflict with Emperor Manuel 
Comnenus in 1171, the city of Venice needed fi- 
nancing to fight the war, so city officials imple- 
mented a forced loan. Money was collected, and 
a 4 percent interest rate was promised to the 
lender. A corporation, the Chamber of Loans, was 
established to handle the payment of interest at 
regular intervals. The reputation of the institu- 
tion resulted in the acceptance of bills of exchange 
under the corporate name. The chamber engaged 
in the practice of discounting commercial paper. 
Merchants began depositing their wealth in the 
institution, and transfers between the accounts 
of two customers could be made without the 
physical movement of gold. The practice of de- 
posit and circulation (or at least one step removed 
from actual circulation of bank notes) evolved 
from the Venetian bank. Before long, similar 
banks, like the Chamber of Saint George in Genoa 
and the Table of Exchange in Barcelona, were 
established. 

The Venetian, Genoese, and Barcelonan banks 
charged transaction and deposit fees but were 
prohibited from lending money at interest no 
matter how low. During the Second Lateran 
Council of the Roman Catholic Church in 1139, 


the pope decreed that usury, defined as the charg- 
ing of interest, was forbidden. Forty years later, 
at the Third Lateran Council, the pope denied 
usurers the right to participate in communion or 
to receive a Christian burial. Christian merchants 
were restricted to trade only. Since European rul- 
ers prohibited Jews from engaging in most trades, 
because of the pope’s edicts, one of the few occu- 
pations left open to them was money lending. 
Jewish and Syrian merchants traveled through- 
out Europe from the twelfth to the fourteenth 
centuries selling their wares at annual fairs such 
as the one held at Champagne. The role of the 
moneylender was central to the expansion of 
trade and commerce, but like the Knights Templar 
before them, Jews who settled in Europe soon 
found that when aruler could not, or would not, 
repay the loan, entire communities of Jews were 
often persecuted and sometimes executed for 
their religious beliefs, while the ruler would reap 
the benefit of no longer having to repay the loan. 
While they dealt in money, these Jews could not 
be called bankers in the true sense of the word. 
Throughout much of the Middle Ages, the 
Italian city-states controlled trade. After the Cru- 
sades, the Germanic cities of Litbeck and Ham- 
burg joined in a mutual trade arrangement that 
would eventually become known as the 
Hanseatic League. The league dominated the 
commerce of the Baltic region for several centu- 
ries, but with the age of discovery came a shift in 
the prominence of the Germanic towns to the 
Atlantic seaports—especially Amsterdam. The 
Dutch city became the most prominent trading 
center in northern Europe with goods being ex- 
changed from all parts of Europe. Most of the 
larger mercantile firms had established branches 
in the city. The cosmopolitan nature of the town 
resulted in the acceptance of coin from neighbor- 
ing countries. However, the Dutch soon discov- 
ered that coin, over time, becomes worn and the 
original weight of the metal is reduced. While the 
amount of wear was not important for small domi- 
nations, larger transactions would have resulted 
in a loss to the Dutch since the value of the coin 
was still based on its weight, rendering its real 
value less than its nominal value. The Dutch de- 
cided to remedy the problem by establishing the 
Bank of Amsterdam. Depositors would place their 


original deposits in the bank and receive credit on 
the bank’s books for the value of their deposit— 
these credits were known as bank money. Bank 
money was also sold to noncustomers at a pre- 
mium price. Depositors received a receipt for the 
value of their deposit that they, or any other bearer, 
could redeem within six months, after which the 
coin became the property of the bank. Fees were 
levied for storage and transactions. Besides issu- 
ing bank money, the Bank of Amsterdam helped 
establish a uniform currency that made trade easier. 

Throughout the seventeenth century, England 
experienced many changes—politically and eco- 
nomically. At the beginning of the century, Queen 
Elizabeth I received Spanish treasure from Sir 
Francis Drake after he captured it from the Span- 
ish on the high seas. The English treasury was never 
full, and when Charles I called Parliament into ses- 
sion, the conflict between king and Parliament re- 
sulted in a civil war and the beheading of the king. 
During the period known as the Interregnum, navi- 
gation laws were passed to strengthen the British 
navy and encourage trade between the mother 
country and its colonies in the New World. By 1660, 
when the monarchy was restored under Charles 
II, trade had increased substantially and the coun- 
try appeared on the road to prosperity when an- 
other political interruption occurred. In 1688, after 
the appointment of Catholics to high-ranking po- 
sitions, James’s acceptance of the Catholic faith, and 
the birth of King James II’s son by a Catholic wife, 
Parliament offered the kingdom to Mary, the Prot- 
estant daughter of James II and his wife, Anne 
Hyde, and her husband, William III of Orange. To- 
gether, they reigned as co-rulers. 

William recognized the need for an institu- 
tion similar to the one in his native Holland that 
could administer the funds of the government. 
Chartered in 1694, the capitalization of the Bank 
of England was based on 1.2 million pounds in 
government stock. The subscribers lent that 
amount to the government at an 8 percent an- 
nual interest rate (interest being legal in Protes- 
tant countries) and an annual payment of an 
additional 4,000 pounds. The bank received a 
twelve-year charter and could buy and sell bills 
of exchange. Soon, the bank began distributing 
its own notes that the merchants used as a substi- 
tute for legal tender. Initially, the bank notes were 
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all backed by the deposits, but as the notes circu- 
lated continuously, the bank was able to increase 
the amount of notes in circulation while feeling 
secure in the knowledge that not all the note hold- 
ers would demand payment in coin at once. The 
effect of the bank notes on commerce was to ex- 
pand the money supply and increase circulation, 
thereby allowing merchants to conduct their busi- 
ness in a more efficient manner. The charter of 
the bank was renewed several times, but as the 
British government became more powerful, the 
interest rate charged by the bank was reduced. 

The Bank of England operated as a central 
bank in that all loans were issued to the govern- 
ment only; the bank managed the public debt 
including the payment of interest to the subscrib- 
ers; advances were given on future tax receipts; 
itissued exchequer notes (bonds); and discounted 
commercial paper for the merchants. The last of 
these functions was important since merchants 
who held receivables for long periods had their 
capital tied up and could not reinvest in their 
business. The discounting of mercantile paper 
allowed merchants to have the funds available 
when they needed money. As the Bank of En- 
gland realized increased profits, private bankers 
attempted to capitalize on the sale of bank notes, 
but the bank was able to pressure Parliament into 
passing legislation that required banks that issued 
notes to have a minimum of six partners. Through 
this act, the bank was able to eliminate competi- 
tion from destroying its prominent position. 

To the north of England, the Scots developed 
another aspect of banking. The Bank of Scotland, 
founded in 1695, and the Royal Bank of Scotland, 
established in 1727, faced competition from pri- 
vate banks. These two banks pioneered the use 
of cash accounts where depositors could open 
an account with the initial deposit being used as 
a bond against the repayment of a larger loan 
that had been signed and guaranteed by three 
people. The advance credit could be drawn on 
in amounts as needed, and the interest did not 
accrue until the withdrawal of the funds. Depos- 
its into the bank by the borrowers would be cred- 
ited against the loan. The availability of funds 
on such a flexible arrangement allowed Scottish 
merchants to maximize the use of their loan 
money while reducing the cost of the interest. 
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In the British colonies, the economy was re- 
stricted because of the lack of specie and bank 
notes. Colonial legislatures issued currency to ease 
the restriction on trade, but wild fluctuations in 
the value of the notes and continued fraud and 
corruption resulted in Parliament passing the 
Currency Act, which forbade the issuance of bank 
notes without the approval of Parliament. After 
the United States declared its independence, the 
first banking institution established in 1781 was 
the Bank of North America located in Philadel- 
phia. Congress chartered the bank in an effort to 
handle the financial problems associated with the 
cost of the American Revolution and the opera- 
tion of the new government. The United States 
owned one-fourth of the bank, and subscribers, 
both foreign and American, purchased the re- 
maining shares. The responsible management of 
the bank resulted in its bank notes being widely 
accepted throughout the states. Investors received 
handsome profits, and Congress was pleased with 
the way the bank handled the government affairs. 
The popularity of the bank led to the creation of 
two additional banks: the Massachusetts Bank 
and the Bank of New York. 

The Bank of North America operated under 
the Articles of Confederation government. When 
the United States adopted the Constitution, the 
question of whether or not the country needed a 
national bank was raised. Alexander Hamilton, 
the first secretary of the treasury, argued that 
under the “necessary and proper” (Article 1, Sec- 
tion 8) clause of the Constitution that the federal 
government had the right to establish a central 
bank that would act as a clearinghouse for gov- 
ernment receipts and expenditures. Although 
Thomas Jefferson, then secretary of state under 
President George Washington, opposed the plan, 
a bank would be established in 1791. The First 
Bank of the United States was successful in its 
mission of managing the public debt. Soon, other 
banks would be established in various states. The 
number of banks continued to multiply as mer- 
chants expanded their trade. 

Unfortunately, when the twenty-year charter 
of the First Bank of the United States expired in 
1811, Congress failed to renew it. For the next five 
years, while the nation was at war with Great 
Britain, state banks filled the need for banking 


services. During this period, state notes circulated 
in larger numbers than the bank could possibly 
redeem. Bank directors persuaded the govern- 
ment that they must suspend redemption of notes 
in species. Since the government relied on loans 
from the state banks to finance the war, tacit ap- 
proval was granted. At the conclusion of the war, 
Congress passed an act that required the resump- 
tion of species payments and then chartered the 
Second Bank of the United States for a twenty- 
year period. Although the Second Bank of the 
United States was responsibly managed, one of 
its presidents, Nicholas Biddle, used the issue of 
the bank’s recharter as a political tool against sit- 
ting President Andrew Jackson in the election of 
1832. Jackson was reelected and instructed the 
secretary of the treasury to withdraw government 
funds from the central bank and place the money 
in state banks. Although the charter did not ex- 
pire for another four years, the bank was forced 
to start calling in its loans to settle the accounts 
before the doors shut in 1836. The following year, 
the United States was plunged into a panic that 
lasted for four years. State banks would eventu- 
ally rebound and the economy stabilized, but 
many farmers and merchants were forced into 
bankruptcy as a result of the bank’s closure. 

During the last half of the nineteenth century, 
the United States experienced panics in 1873 and 
1893. After another panic in 1907, advocates of 
banking reforms took up one of the Populist Party 
platform issues—government control of the mon- 
etary supply and an increase in circulating medium 
—and searched for ways to improve the banking 
system. In 1913, Congress approved the Federal 
Reserve Act, which created twelve equal branches 
with the ability to create elasticity in the money 
supply through the adjustment of interest rates. 
Since the opening of the Federal Reserve Bank, 
with the exception of the Great Depression when 
outside forces precipitated a worldwide crisis, the 
U.S. economy has escaped a major economic 
calamity. 

The stability of the U.S. economy has allowed 
business to expand around the world with a dis- 
tinct advantage. Other countries followed the 
example of the United States in establishing cen- 
tral banks and consequently witnessed an in- 
crease in trade. Since the Great Depression, banks 


have operated under increased regulation. The 
funds of depositors are guaranteed by the Fed- 
eral Deposit Insurance Corporation, which re- 
newed confidence in the banking system. 
Banking activities have been separated from other 
financial functions since the depression in an at- 
tempt to minimize speculation and corruption. 


INTERNATIONAL BANKS 


The causes of the Great Depression can be directly 
linked to the outcome of World War I. The Treaty 
of Versailles divided three great European empires 
—the German, Austro-Hungarian, and Ottoman— 
into many smaller independent nations. Attempt- 
ing to protect their own industries, these new 
countries erected high tariff barriers that disrupted 
normal trade patterns. The requirement that Ger- 
many accept responsibility for the war and pay 
an outrageous amount in reparations fueled infla- 
tion and led to the collapse of the German 
economy, which allowed Adolf Hitler to assume 
control of the country in 1931. While World War II 
was still being fought, the United States and other 
nations discussed the future of the world economic 
system. Meeting at Bretton Woods in 1944, partici- 
pants established two postwar institutions that con- 
tinue to operate into the twenty-first century: the 
World Bank and the International Monetary Fund, 
which assist developing nations as they attempt 
to compete in the global economy. 

Throughout human history, the process of 
refining banking procedures have developed as 
a means of assisting governments as well as mer- 
chants in the exchange of goods. Concepts ranged 
from the depositing of funds to lines of credit and 
discounting of commercial paper. Banks play an 
integral role in trade every day. Companies, like 
countries, need financial flexibility, which banks 
provide. The transfer of funds by check or elec- 
tronic transfer allows businesses to conduct trade 
without the risk of losing their assets through 
theft. 


STOCK EXCHANGES 
While banks were initially formed to assist gov- 


ernments and then merchants, the formation of 
the stock exchange was purely for the purpose of 
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increasing trade. During the age of discovery, the 
Dutch competed with the Portuguese and Span- 
ish for control over trade with the Far East. In- 
stead of individuals assuming the entire risk of a 
voyage, which could result in a large debt, the 
Dutch developed joint-stock companies that lim- 
ited the liability of the stockholder much like the 
modern corporation. One of these joint-stock 
companies was the Dutch East India Company. 
This large trading company required additional 
funds for its operations and raised the money by 
selling shares. The strength of this company re- 
sulted in its shares being traded regularly by the 
early seventeenth century along Damrak Street 
in Amsterdam. City officials recognized the need 
for an indoor trading facility and commissioned 
the construction of the first stock exchange build- 
ing that opened in 1611. Soon, many companies 
were trading shares and investors were buying 
options as well. The Amsterdam exchange, the 
oldest in the world, continued to operate for the 
next 400 years until it merged with the Brussels 
and Paris exchanges in 2000 to form Euronext, NV. 

The British, like the Dutch, formed joint-stock 
companies to promote trade with the East. The 
British East India Company and other companies 
sold shares to investors. In 1698, John Castaing 
began selling shares in his coffee shop in London. 
He developed a list of stocks and commodities 
that became known as “the Course of the Ex- 
change and other things.” By the 1720s, the wild 
speculation in the stock market resulted in a fi- 
nancial panic when the South Sea Bubble col- 
lapsed and the market fell. Brokers continued to 
sell shares in London and by 1773 the brokers had 
changed the name of their trading organization 
from the “New Jonathan’s” to the Stock Exchange. 
In 1801, the exchange required that only mem- 
bers could buy and sell directly on the exchange 
floor. The following year, the exchange moved to 
a new facility and within the next decade a code 
was written to govern trading activities. 

While the British and the Dutch were success- 
ful in creating thriving stock exchanges, the French 
were more reluctant. As early as 1250, brokers had 
been selling bills of exchange throughout France, 
but the French proved less willing to risk their lim- 
ited capital. When John Law attempted to per- 
suade the French to use bank notes, his experiment 
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resulted in bankruptcy, which further alienated the 
French from such activities. Finally, in 1724 the king 
authorized the creation of an exchange in Paris. In 
1793, during the crises of the French Revolution, 
the exchange closed, but Napoléon Bonaparte 
would later reopen it and initiate changes that 
would place the French stock exchange on a solid 
footing. From the early 1800s until 2000, when it 
merged to form Euronext, NV, the exchange served 
the needs of business and investors. 

In the United States, the New York Stock Mar- 
ket was established by a group of brokers who met 
under a tree at 68 Wall Street in 1792. Brokers traded 
stocks on a commission basis. Until 1869 when Jay 
Gould and Jim Fish attempted to corner the gold 
market, the stock exchange operated relatively 
smoothly. The crisis of 1869, followed by the panic 
of 1873, shook the market. During the panic of 1893, 
the directors of the exchange advocated the pub- 
lishing of financial reports that would allow inves- 
tors the opportunity to know the condition of the 
companies on the exchange. Except for brief peri- 
ods during World War I and the Great Depression, 
the exchange has remained in operation. 

The New York Stock Exchange, as well as the 
other exchanges within the United States, oper- 
ates under the supervision of the Securities and 
Exchange Commission. The second oldest U.S. 
exchange, the American Exchange, began opera- 
tions in the mid-1800s. Both exchanges were com- 
puterized during the 1970s. A third exchange, the 
NASDAQ, formed in 1971 for the exchange of 
over-the-counter stocks. During the 1990s, the 
exchange expanded with the sale of computer and 
dot-com companies, but since 2000 the volume 
of trade has declined significantly. 

During the post-World War II period, coun- 
tries around the world have established stock ex- 
changes to facilitate the investment of capital in 
business. Since the fall of the Soviet Union and 
communism, the capitalist system has dominated 
the world’s economy and the stock exchange is the 
pump that primes that system. The number of ex- 
changes within a region is a good indicator of its 
wealth. For instance, there are thirty-four ex- 
changes in Europe, while Africa has only three, two 
of which are located in South Africa. The United 
States, Canada, and Mexico have twenty ex- 
changes, while the entire Middle East has only five, 


all of which are located on the eastern Mediterra- 
nean, and none can be found in countries such as 
Saudi Arabia, Syria, Iraq, Iran, or the Persian Gulf 
states, where wealth is held by the ruling families. 


OTHER FINANCIAL 
INSTITUTIONS 


There are many other companies and industries 
that service financial needs. Savings and loan as- 
sociations allow individuals to deposit savings 
and obtain loans for mortgages or other pur- 
chases. Credit agencies provide loans to individu- 
als for the purchase of automobiles or other 
consumer items. These types of financial institu- 
tions have less of a direct impact on trade and 
therefore will not be discussed in depth. Insur- 
ance companies have also assisted business and 
trade, and are discussed in a separate entry. 

As a global economy developed after the dis- 
covery of the New World, financial institutions 
played a large role in developing trade. Central 
banks combined various functions that had de- 
veloped since the twelfth century to form the 
modern bank. Stock exchanges were a natural 
outgrowth of the new joint-stock company. With- 
out these institutions, trade would have remained 
restricted. The free flow of money and the ability 
of the investor to shift capital from one firm to 
another with ease is the key to the global market. 


Cynthia Clark Northrup 


See also: British Empire; Dutch; Greek City-States; Medici 
Family; United States; Venice. 
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FLAX 


An annual plant used as a source of fiber and 
the source of linseed oil. 


Flax (Linum usitatissimum) was domesticated 
early in human history, probably in the Medi- 
terranean region. Flax is best known for its use 
in making linen cloth. The fibrous stems are 
scutched (beaten to separate the fiber) and hack- 
led (combed) to obtain the textile fibers that are 
woven into linen fabrics. Linen was used to wrap 
many of the Egyptian mummies. Besides its fi- 
ber, flax is cultivated for the oil that can be ex- 
tracted from the plant’s seeds. Linseed oil is used 
in paints, varnishes, and inks. After the oil is ex- 
tracted from the flax seeds, the seed pulp by- 
product is turned into a high-protein cake for 
livestock feed. The varieties of flax used for fiber 
are different from those used for oil. Flax seed 
can also be used as human food and is often sold 
in health food stores for its alleged cholesterol- 
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lowering properties. Flax seed included in the 
diet of hens appears to reduce the amount of 
cholesterol in their eggs. 

The cultivation and use of flax have declined 
substantially since the nineteenth century. Flax 
fibers have been replaced first with cheaper cot- 
ton and more recently with a wide array of syn- 
thetic fibers. Linseed oil is not as widely used 
today because of the development of synthetic 
substitutes. Although linseed cake is high in pro- 
tein, there are many other oilseeds, particularly 
soybeans, that are much more widely used in 
livestock feed. Since 1961, the area planted with 
flax has fallen from around 4.9 million acres for 
the world as a whole to around 1.2 million acres. 
Total production has also declined, although only 
slightly. Similar patterns are seen for linseed oil 
and cake. Oil production was around 900,000 to 
1 million metric tons in the early 1960s and fell 
to less than 700,000 metric tons in 2000 and 2001. 
Cake production fell from around 1.8 million 
metric tons in the early 1960s to 1.2 million at 
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While flax has lost out to cotton in recent centuries as the most widely traded plant-based fiber, it was still grown and traded throughout the 
world in the twentieth century. Shown here are flax pickers harvesting a crop on a collective in the former Soviet Union. 


(Library of Congress) 
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the end of the century. The leading producers 
are the former Soviet republics and China. 

Flax products were widely traded until the 
twentieth century when synthetic fibers and al- 
ternatives to linseed oil were developed. Flax fi- 
ber exports have increased slightly in recent years 
from averages around 110,000 metric tons in the 
1960s to 180,491 metric tons in 2000. These exports 
represent about 30 percent of world flax produc- 
tion. Linseed oil exports have not changed greatly 
over the past forty years and cake exports appear 
to be declining. Linseed oil exports represent 
about a third of total production, and cake exports 
amount to around 27 percent of production. 
France is the leading exporter, accounting for 
some 42 percent of world exports. 


E. Wesley E. Peterson 
See also: Food and Diet; Linen. 
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FLORENCE (FIRENZE) 


Acity in central Italy and the capital of Tuscany 
that served as a major trade center during 
the Renaissance. 


Located on the Arno River at the foot of the 
Apennines, Florence today is a center of tourism, 
glassware, metalwork, leatherwork, ceramics, cloth- 
ing, and art. The city is adorned with the painting 
and sculptures created by famous artists such as 
Giotto di Bondone, Lorenzo Ghiberti, Donatello, 
Michelangelo, and Sandro Botticelli. The glassworks 
of the city cater to tourists by manufacturing a wide 
variety of objects in all price ranges. 

Originally an Etruscan village, Florence be- 
came a Roman city located on the Caspian Way 
during the Roman Republic. After the fall of the 


Western Roman empire in 476 c.z., the Goths, 
Byzantines, and Lombards controlled the city. By 
the twelfth century, the town had become autono- 
mous. During the thirteenth century, two factions 
within the town, the Guelphs and the Ghibellines, 
fought for control of the city. After the Guelphs 
succeeded, divisions within the group led to two 
additional factions: the Blacks and the Whites. 
Dante Alighieri was one of many Whites who 
were banished from the city in 1302. By the early 
fourteenth century, Florence began to prosper as 
the guilds of the city banded together to promote 
Florentine goods such as silks and tapestries. But 
the landlocked city needed a port through which 
to ship its goods. 

When Pisa and Lucca engaged in a feud, the 
Florentines assisted Pisa. Located on the coast, 
Pisa offered a share in the profits from its silver 
mints, trade concessions, and a promise to carry 
Florentine goods and people on its ships in ex- 
change for help against its rival. Trade of 
Florentine goods occurred with Constantinople 
and farther east as well as with northern Europe. 
The increase in trade resulted in the strengthen- 
ing of the guilds. But in 1348 the Black Death deci- 
mated the city—60 percent of the population died. 

After the city recovered from the Black Death, 
power came to rest in the hands of one particular 
family: the Medici. Although craftsmen had traded 
with England and Iberia for coarse wool that they 
transformed into superior textiles, it was the Medici 
family and its extensive banking connections that 
made Florence wealthy and ushered in an era of 
patronage of the arts. Although the pope had for- 
bidden the lending of money and the charging of 
interest, the Medici family circumvented the pro- 
hibition by negotiating contracts that included a 
variety of fees in lieu of charging interest. Branch 
offices of the Medici banks were established in 
London, Geneva, and Bruges in Belgium. Other 
important banking houses included Acciaiuoli and 
Bardi och Peruzzi. The reputation of Florence and 
the gold florin, known for its gold purity, added to 
the prestige of the city. However, in an age of kings 
and nobility, the Medici family, one of many 
wealthy merchant families who happened to rise 
to power in Florence and other Renaissance cities, 
realized that it needed to legitimize its power. Part 
of that process involved sponsoring public projects, 


from building to sculpture and paintings that 
would persuade the population that its rule was 
legitimate. The Medicis supported the construc- 
tion of a cathedral and adorned it and other pub- 
lic buildings and piazzas with the work of famous 
Renaissance artists, and the public acquiesced. Hu- 
manists such as Leonardo Bruni promoted public 
works as a civic responsibility that provided food 
and shelter for Florentines. 

As long as times remained prosperous, the citi- 
zens were content, but by 1494 the city experi- 
enced its first revolt against the Medici rule. 
Savonarola, a religious reformer, seized power 
from 1494 to 1498, a period when Niccolo 
Machiavelli served as a diplomatic representative. 
The Medici family regained power in 1512, but 
another revolution occurred in 1527 and ended 
when Emperor Charles V took Tuscany. Florence 
would eventually become part of the newly 
formed kingdom of Italy in 1865. Florence man- 
aged to escape much of the devastation that oc- 
curred during the two world wars. Although 
flooding of the Arno River in 1966 caused harm 
to many treasures, restoration has repaired much 
of the damage. 


Cynthia Clark Northrup 


See also: Medici Family; Roman Empire. 
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FOOD AND DIET 


The aspect of everyday life affected the most 
by trade since globalization. 


The nature of food, as an absolute necessity for 
the survival of humans, gives it a unique role in 
world economics and trading patterns. The ability 
of a people to produce, acquire, or steal food- 
stuffs in quantities large enough to sustain popu- 
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lation levels has been the measuring rod of the 
continuation or decline of a society. Throughout 
history and geography, how a society feeds it- 
self has been as manifestly varied as the societ- 
ies themselves. Yet, this process of securing 
sufficient amounts of food invariably involved 
and continues to involve trading and commerce 
with other societies. From nearby neighbors to 
cultures around the world, people and nations 
have continually sought out new, often exotic, 
food resources. To this end, nations have en- 
gaged in some of the most cruel and inhumane 
behaviors such as fighting wars and enslaving 
other human beings. Conversely, the desire to 
feed their people had led nations to make scien- 
tific discoveries, not only in agriculture, but also 
in navigation, medicine, and nutrition. The his- 
tory of food and trade is the story of humanity’s 
initial struggle for survival. Food is the most ba- 
sic of human necessities. Little else can develop 
if that need is not satisfied. 


ANCIENT ERA 


The history of food and trade began in Sumer, 
the earliest known locus of civilization, in approxi- 
mately 3800 B.c.z. The Sumerians resided in the 
Fertile Crescent of Mesopotamia in the land be- 
tween the Tigris and Euphrates Rivers, in 
modern-day Iraq. The Sumerians were the first 
to develop a system of writing, known as cunei- 
form. Writing was developed not for literary or 
religious purposes but to keep track of business 
transactions, to write down laws, tax records, and 
contracts. 

The transactions of food and livestock mer- 
chants were of prime importance. The typical food 
items known to the Sumerians were barley cakes, 
onions, beans, barley ale, barley, wheat, millet, 
lentils, garlic, cucumbers, mustard and lettuce 
greens, pork, and mutton or lamb. Particularly 
common were the many fish vendors who sold 
not only fresh fish from the rivers and sea but 
fried fish (foreshadowing the famous English fish 
and chips). 

The brewing of ale and the baking of bread 
seem to have appeared simultaneously in Sumer, 
although it may be that bread was made as a by- 
product of beer or ale. There were eight types of 
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barley ale, eight types of wheat ale, and three types 
of mixed grain ale. Ale was so prominent that not 
only did approximately 40 percent of the barley 
harvested go to the brewing of ales, but ale was 
also valuable enough to be used as currency. In 
fact, the use of alcohol as currency was common 
in many cultures, particularly in a barter economy. 
Rum was a common currency in colonial Ameri- 
can society, as well as whiskey among many rural 
farmers, which ultimately resulted in the famous 
Whiskey Rebellion in Pennsylvania. 

Throughout the history of the ancient Near 
East, societies that could produce surplus foodstuffs 
were in stronger bargaining positions than societ- 
ies that could not. For example, King Solomon, the 
most renowned king of the Hebrews, who ruled 
from 970 to 935 B.c.£., was able to establish vast trad- 
ing networks from distant lands like Egypt, North 
Africa, and Yemen because his kindgom had large 
food surpluses. Of particular importance to 
Solomon was the trading relationship with the 
Phoenicians, who inhabited present-day Lebanon. 
The Phoenicians were the master seafaring peoples 
of the ancient Mediterranean, who colonized and 
explored along the North African coast and as far 
away as Cornwall in Britain. Yet, because the 
Phoenicians lived mostly along the coast, they 
could not produce enough food to feed their 
people, so they were forced to trade. Solomon 
traded grains like wheat, along with olive oil, in 
exchange for the famous cedar trees of Lebanon as 
well as bronze and iron tools and weapons. 

Solomon and the Phoenicians demonstrate that 
despite advances in technology and exploration, 
societies that cannot produce enough food have to 
trade with those societies that can. Similarly, those 
societies or lands that can produce food are also 
subject to invasion and conquest by those societies 
that have superior technology and weapons. 

The Greeks were perhaps the most influen- 
tial society of the ancient world. The introduc- 
tion of coined currency dramatically altered how 
all levels of business were conducted. Peasant 
farmers, who previously had taken out loans in 
the form of sacks of seed grain, were now forced 
to borrow money to buy seed grain. When peas- 
ants borrowed money to buy seed, they did so at 
the time of greatest scarcity, the planting season, 
when prices were at their peak because of low 


supply. When these same peasants repaid their 
loans, they sold their grain at harvest when prices 
were at their lowest because of low demand. This 
introduction of minted currency had a psycho- 
logical as well as economic effect on society. 
Coined currency changed everything. In many 
respects, it standardized and systematized a pre- 
viously chaotic system of exchange, but those 
people, particularly peasants, who were caught 
in the transition, often suffered terribly. 

In the sixth century B.c.£., Solon, an Athenian 
oligarch, banned the export of all agricultural 
products except for olive oil. The result was to 
drive commercial farmers into focusing on olive 
oil production at the cost of neglecting other vital 
agricultural products. Athens became a leading 
producer and exporter of olive oil in the Mediter- 
ranean. At the same time, Athens and the sur- 
rounding Greek countryside was denuded of all 
trees and plants except for the olive tree. Also, 
Greece became heavily dependent on other 
people for its food supply because of the focus 
on a single crop. Over the next few centuries, ol- 
ive oil as a primary commodity was slowly re- 
placed by wine. Greece became a leading center 
of wine making in the Mediterranean from the 
fifth century to the first century B.C.E. 

Eventually, however, Italian or Roman wine 
began to dominate the Mediterranean, replacing 
the previously superior Greek wine, a phenom- 
enon that mirrored the supplanting of Greek cul- 
ture generally. By the first century B.c.z., the 
Romans produced over 1,600 gallons of wine per 
acre. The Greeks were simply unable to compete 
with that level of efficiency. As shown through- 
out history, those societies or nations that can pro- 
duce food more efficiently will dominate and even 
control the vast majority of an economy. 

The Romans were also one of the first people 
to implement food-related government assistance, 
known as the annona. The Roman government off- 
set the cost of food distribution, particularly bread, 
to alleviate poverty and to prevent famine. It in- 
cluded the distribution of free bread and the pur- 
chasing of grain from public granaries at below 
market value. The growing numbers of people tak- 
ing advantage of the annona concerned the Ro- 
man government such that by the time of Julius 
Caesar’s reign, the numbers had increased so dra- 


matically that Caesar was proud that he was able 
to reduce the number to a mere 150,000 persons. 
The overall effect was a tremendous drain on the 
Roman treasury. By the time of Augustus Caesar, 
14 million bushels of wheat were required to feed 
the people for one year. 

Of particular importance to the history of food 
and trade was the spice trade of the late fifteenth 
and sixteenth centuries. However, the Romans 
were no strangers to the exotic and enticing deli- 
cacies of the Far East. Of the eighty-six classifica- 
tions of imported agricultural goods to the 
Mediterranean from Asia and East Africa, forty- 
four were spices. Rome imported huge quanti- 
ties of spices, particularly cinnamon. Arab 
merchants of the Middle East were the facilita- 
tors of trade between Rome and Asia until the 
end of the second century c.£. To protect this 
monopoly on the spice trade, Arabs spread leg- 
ends and mythical stories about the origins and 
locations of the valuable spices to frighten would- 
be adventurers and merchants from Rome. 
Whether this worked or not, these legends would 
filter back to the rest of Europe and become part 
of the mythology about the Far East. 

This trade with China, or Cathay, as it was 
known, was only possible once the Han emper- 
ors were able to establish peace among warring 
nomads in central Asia in the first century C.E. 
Once peace was established, the famous overland 
trading route known as the Silk Road could be 
opened. By the second century c.£., the Romans 
were trading with China at such an unfavorable 
rate that Pliny estimated that Rome was losing 
approximately $35 to $40 million in today’s 
money per year. This unfavorable balance of trade 
caused inflation in the Roman empire to sky- 
rocket. A measure of wheat in the first century 
cost an estimated 6 drachmae, but by the fourth 
century, the price of that same measure of wheat 
had risen to 2 million drachmae. The result, in 
many parts of the Roman empire, was a return to 
a barter economy. It is important to realize that 
an unfavorable balance of trade, particularly of 
food items, can directly contribute to the fall of 
an empire. Rome’s collapse was because of eco- 
nomic crisis as much as from barbarian invaders 
from the north. 

Furthermore, it is important to keep in mind 
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that China, India, Southeast Asia, Africa, and the 
Middle East all conducted vast and extensive trad- 
ing relationships of food items that never involved 
Rome or Europe at all. The impact of the Euro- 
pean involvement in the spice trade in the late 
fifteenth and sixteenth centuries was minimal at 
best to the local markets and economy. It would 
not be until the Portuguese and the Dutch took 
control of the spice trade through military force 
and violence that the Europeans had any signifi- 
cant impact on the spice trade. 

India and China imported cumin from Arabia 
and nutmeg, mace, and cloves from the Spice Is- 
lands off the coast of Southeast Asia. Indian styles 
of food are so diverse that to speak of an “Indian 
cuisine” would be like speaking about a “Euro- 
pean cuisine.” India exported pepper, cardamom, 
and ginger, yet it would not be until chilies from 
the New World were discovered and brought to 
India that the famous “hot” curries would be cre- 
ated. China, during the Han period (206 B.c.£.— 
220 c.E.) increased the consumption of tea such 
that it became a taxable food item. During this 
same period, China imported pomegranates, 
sesame, caraway, and coriander. 


MIDDLE AGES 


The Arabs of the Middle East constantly struggled 
against the Byzantine empire. After the fall of 
Rome in 476, the Roman empire was divided into 
two empires, west and east. Constantinople, 
present-day Istanbul, became the capital city of 
the eastern empire, known as Byzantium. The 
Byzantine empire would last for a thousand years, 
until the fall of Constantinople in 1453 brought 
about by the Ottoman Turks. During this period, 
the Byzantines and the Arabs were engaged in 
constant conflict, each vying for control of the 
eastern Mediterranean. With the rise and spread 
of Islam, the Arabs conquered North Africa and 
thus gained control of Egyptian wheat produc- 
tion. As a result, the Byzantines were forced to 
find wheat elsewhere. They turned north toward 
the Balkans and ultimately to southern Russia. 
Therefore, the conflict between the Arabs and the 
Byzantines acted as a catalyst for wheat produc- 
tion and economic growth in northern territories. 

Europe developed and implemented techno- 
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logical advances in farming and food production 
that could be considered agricultural revolutions 
several times throughout the late medieval and 
early modern periods. Europe from about 1000 
to 1492 (the eve of the discovery of or contact with 
the New World) experienced population growth 
because of new agricultural technology and prac- 
tices. The scratch plow, which was basically a 
single piece of wood or metal that was dragged 
through the ground behind oxen to create fur- 
rows in the soil, had been around since the time 
of the Sumerians. This was replaced by the mold- 
board plow, which consisted of three parts that 
cut deep into the soil both vertically and horizon- 
tally. This new plow made it possible to clear and 
cultivate larger extents of land. Yet, like most tech- 
nology, the new plow had social consequences. 
These new plows were expensive to maintain, 
and it took six to eight oxen to pull them. There- 
fore, farmers had to work together and formed 
cooperatives in which plows and oxen were 
shared. The result was a strengthening of com- 
munal bonds and lands, the benchmark of medi- 
eval peasant society. 

Other farming techniques were the imple- 
mentation of crop rotation, in which fields were 
planted with different crops from year to year to 
prevent soil deterioration. The two-field system 
of the Roman empire was replaced with the three- 
field system. This meant that fields that normally 
would lie fallow for one out of two years were 
now productive two out of three years. Not only 
did farmers produce more food, but it was also 
more nutritious. The result was an increase in 
population throughout much of Europe. 

In the twelfth century, German grain mer- 
chants organized to form the Hanseatic League. 
The Hanseatic League acted as grain broker, 
dealing especially in wheat. It bought up the en- 
tire surplus in times of plenty and distributed 
the surplus in times of famine. This process cre- 
ated a stable market for grain and bread prices. 
Yet, the league was so successful at managing 
the grain trade, particularly the huge grain har- 
vests from the Baltic region, that many grain 
farmers in other parts of Europe found it hard 
to compete and eventually turned to other oc- 
cupations like wine making and cattle or sheep 
herding. 


EARLY MODERN ERA 


With a return to a monetary economy in much 
of Europe, vendors of ready-cooked food, par- 
ticularly meat and fish, a practice that dates back 
to the Sumerians, began to thrive in many towns 
and cities. Yet, the Crusades of the eleventh and 
twelfth centuries brought Europe back into con- 
tact with that most alluring of exotic foods: spices 
of the East. In the later Middle Ages, spices were 
so valuable that, like alcohol, they were used as 
currency. A pound of pepper was equal to two 
or three weeks’ labor of fieldwork. Venice con- 
trolled the flow of spices from the East to the 
rest of Europe. 

The quest for spices would ultimately be one 
of the most influential and world-changing 
events in human history. Europeans desired 
spices such as pepper, cinnamon, mace, cloves, 
and many others from the Spice Islands, South- 
east Asia, and India. Some spices were used as 
food preservatives and were therefore sought af- 
ter. It is a common though incorrect myth that 
spices were desired to mask the rancid and rot- 
ten odors and tastes of European foods, particu- 
larly meat products. Spices were a luxury item 
that enhanced and changed the local fare. Those 
people that could afford them demonstrated their 
wealth and status through the consumption of 
spices. It was the elite status of Eastern spices that 
motivated Europeans such as the Portuguese, the 
Dutch, the Spanish, and the English to venture 
out into the Atlantic Ocean. Staple foods are 
rarely a catalyst for long-distance trade because 
most societies produce their own. Fortunes were 
made and lost over spices. Wars were fought to 
secure the spice trade. And ultimately, the New 
World was discovered as a result of trying to find 
a quick and easy route to Asia and the Spice 
Islands. 

Because the Venetians controlled the Medi- 
terranean access to the overland trade routes to 
Asia, other European nations decided to go by 
sea to the Spice Islands and thereby cut out the 
middleman. This desire to sidestep the Venetian 
monopoly led to new discoveries and inventions 
in navigation and ship design. The old medieval 
cogs were not able to venture out into the deep 
ocean. New technologies had to be developed and 


implemented if transoceanic voyages were to be- 
come a reality. 

The Portuguese were the first to begin explo- 
ration under Prince Henry the Navigator, who 
founded navigational schools. Portuguese navi- 
gators began charting the west coast of Africa in 
the late fifteenth century. Bartolomeu Dias 
rounded the Cape of Good Hope in 1488. Soon 
after, the Portuguese reached India and then 
Southeast Asia and the much sought-after Spice 
Islands of Ternate and Tidore. The Portuguese 
established their first trading post in 1511 in 
present-day Indonesia. Yet, the Portuguese em- 
pire was never more than a string of trading cen- 
ters scattered throughout the world. Portugal was 
a small nation with few people. Ultimately, the 
Portuguese were defeated by the Dutch in the six- 
teenth century and their control of the Spice Is- 
lands transferred to the Dutch. Yet, the Portuguese 
maintained a strong presence in parts of India and 
significantly in Brazil. 

Of the important spices that Europeans 
sought, pepper comprised nearly 70 percent of 
the total spice trade in the sixteenth and seven- 
teenth centuries. Pepper was commonly available 
because it was grown in a variety of countries; 
cinnamon, nutmeg, and mace were only grown 
in certain places so they were more limited in 
supply and more valued than pepper—literally 
worth their weight in gold. 

Real change in world trade did not occur un- 
til the Portuguese, and then later the Dutch be- 
gan to take over areas of spice production by force. 
Through military intervention, rather than trade 
and competition, the West dominated the spice 
trade and profits that had filled Eastern coffers 
now went to the investors in the Dutch East In- 
dia Company. However, production of spices was 
never replicated with much success. The “spice 
islands” and “pepper coasts” remained locally or 
regionally specific. Efforts to transplant spices to 
other parts of the world never amounted to much. 
What is significant about the spice trade is that it 
was demonstrative of an emerging trend in world 
history. Power and wealth, and thus influence, 
were shifting from the East to the West. 

While the Portuguese had concentrated on the 
eastern route to the Spice Islands, the Spanish 
took an alternate route. Under the Spanish flag 
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of Isabella and Ferdinand, a Genoese navigator 
believed he could get to the East by sailing west. 
Ultimately, Christopher Columbus, in 1492, 
landed somewhere in the Bahamas and the sub- 
sequent result would change the world forever. 
While the Spanish did not find great spices in the 
New World, the impact and significance of what 
they did find was staggering. The interaction and 
exchange of New World foods and Old World 
foods (as well as diseases) is known as the Colum- 
bian exchange. 

The list of new food products from the 
Americas is often overwhelming and surprising. 
Many commonly recognized European foods 
and cuisines are in fact American in origin. The 
Irish owe a debt of gratitude to the Incas for the 
cultivation of the potato. Italian cooking would 
not be what it is today without the tomato. The 
“hot” curry dishes of Indian cuisine come from 
chilies from the Americas, and the peanut made 
famous in Chinese food is also an American food 
product. Other New World food items are maize 
or corn, squash, beans, manioc, sweet potatoes, 
and avocados. 

Maize comes from the Taino word mahiz. 
Maize was known as Indian corn, but to the En- 
glish, corn was a generic term for any grain. The 
English Corn Laws do not apply specifically to 
corn but to grain in general. The Portuguese took 
corn to Africa, where it became a hugely success- 
ful staple crop. In fact, corn was so successful that 
its cultivation led to an increase in West African 
populations. The tragedy is that the increase in 
population among West Africans provided a sup- 
ply of slaves who were then transported to work 
in Brazilian sugar plantations. 

The potato was a product of the Andean re- 
gion. Dried and preserved, it was commonly 
known as churu. Spanish investors in the silver 
and gold mines bought huge quantities of churiu 
to feed the mineworkers in places like Potosi. It 
thus became the main source of nourishment for 
those forced to work in the mines. The potato was 
well received in Italy, Spain, England, and Ireland. 
The potato, besides providing essential nutrition, 
was an amazingly resilient food. Unlike grains and 
cereals that grew above ground, the potato was 
well protected from marching or fighting armies 
that trampled wheat fields under foot. Yet, in 
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much of central and eastern Europe, the potato 
would not be popular for nearly 200 years. In 1774, 
Frederick the Great, in an attempt to alleviate fam- 
ine and hunger, sent wagonloads of potatoes to 
peasants, who only ate them at gunpoint. 

Bananas are an Old World food item, but they 
would see their greatest success in the New World. 
Many Caribbean and Central American econo- 
mies are based solely on the banana industry, giv- 
ing rise to the term “Banana Republics.” Bananas 
are the most consumed fruit in the United States 
and the second most consumed fruit in the world, 
after grapes, although much of the grape con- 
sumption is in the form of wine. 

Yet, the most significant Old World food com- 
modity brought to the New World was sugar. 
Originally considered a spice, sugar was the only 
condiment that could be produced in the Medi- 
terranean and Atlantic world that could rival the 
spice trade of the East. Sugar production, from 
cane rather than sugar beets, began in the twelfth 
century by Venetian merchants in the Kingdom 
of Jerusalem. In the fifteenth century, sugar pro- 
duction became an extremely profitable business 
endeavor on the recently colonized islands of the 
eastern Atlantic, namely Madeira, the Canaries, 
and the Cape Verde Islands. 

Intricately connected to the production of 
sugar was slave labor. In Brazil, the Portuguese 
focused on sugar plantations. As part of the 
Columbian exchange, Europeans brought many 
diseases with them against which Native Ameri- 
cans had no immunity. The result was the death 
of perhaps millions of indigenous peoples. With 
the decline in native populations, the Portu- 
guese turned to Africa for slave labor. Pope 
Nicholas V not only endorsed this, but also com- 
manded the Portuguese to “attack, subject and 
reduce to perpetual slavery the Saracens, pagans 
and other enemies of Christ southward from 
Capes Badajir and Non, including all the coast 
of Guinea.” Along with this, merchants and rul- 
ers along the African Gold Coast were willing 
and happy to trade African people that they did 
not want for commodities such as textiles, fire- 
arms, and alcohol. 

Brazil and many West Indian islands focused 
so intently on a single cash crop—sugar—that 
they neglected to grow other food items that were 


necessities of life. As a result, these countries had 
to import almost all their food. For example, in 
1783 Jamaica imported from England 16,576 tons 
of salt pork and beef, 5,188 flitches of bacon, and 
2,999 tons of tripe. Brazil was dependent on dried 
cod from New England to feed its slaves. This set 
up the commonly known triangle trade between 
Europe, Africa, and the Americas. New England, 
that great champion of liberty, had been critical 
of the institution of slavery. Yet, New England 
merchants and society were ever increasing their 
profit margins by selling cheap cod to Caribbean 
and Brazilian planters to feed their slaves. By the 
early 1700s, Boston alone was sending 300 ships 
a year to the West Indies. 

Sugar became so economically important be- 
cause of its high demand that in the 1670s the 
Dutch yielded New York to England in return for 
the sugar plantations of Surinam and after defeat 
in the French and Indian War, the French agreed 
to relinquish all of Canada to focus on sugar pro- 
duction of Guadeloupe. 

Sugar became even more highly sought after 
with the introduction of coffee, tea, and choco- 
late. Coffee had originated in Ethiopia, tea in 
China, and chocolate in the Americas. All three 
were consumed as hot drinks and as their popu- 
larity increased, so, too, did the demand for sugar 
to sweeten them. Today, sugar is the world’s most- 
consumed food product with the English account- 
ing for 86 pounds of sugar per person a year, while 
Americans consume 120 pounds of sugar per per- 
son per year. 

Salt, like sugar, was another important food 
item. The word “salary” is from the Latin for salt 
rations. Salt is essential for life. It was and still is 
used as a preservative and must be imported if 
population use exceeds local supply. Salt is one 
of the world’s oldest items of bulk trade. It was so 
important to French society that a lucrative salt 
tax, the gabelle, was created to generate revenue. 
Because of an increase in population in northern 
Europe in the sixteenth century, a crisis arose be- 
cause of low salt supplies in food production. The 
desire for salt was a principal reason for the cre- 
ation of the Dutch West India Company in 1621. 
The Dutch needed access to salt reserves that 
Spain controlled. As with many other food items, 
the quest for salt would be a catalyst for war be- 


tween Spain and the Netherlands in the Carib- 
bean. Salt was essential to the salt herring and 
salted butter and cheese industry of the Nether- 
lands. After two decades of fighting, a rapproche- 
ment between Spain and the Netherlands was 
reached in 1648. 

The rise of scientific agriculture and the In- 
dustrial Revolution dramatically changed the 
quantity and quality of food and the techniques 
of food production. The early modern period saw 
an agricultural revolution that eclipsed previous 
advances in agriculture. This process began in the 
Low Countries (modern-day Belgium and the 
Netherlands), as well as in England. The prime 
motivator was a scarcity of land. In light of the 
limited amount of available land and the ever- 
increasing populations, efficiency was of utmost 
importance. The Dutch developed a seven-course 
crop rotation system, but this proved to be too 
complex for the rest of Europe, where land was 
not as scarce. In most of western Europe, a four- 
crop rotation system was implemented: (1) wheat 
and barley for human consumption, (2) clover and 
soybeans to fertilize and revive the soil, (3) tur- 
nips for the green tops (onions), which killed 
weeds by depriving them of sunlight and which 
provided roots for animal feed (4). 

Jethro Tull’s seed-planting drill (1782) elimi- 
nated waste in planting and created higher 
yields during harvesting because of the uniform 
spread of seeds. In addition, there were vast im- 
provements made in the casting of iron, allow- 
ing for mass production that made farm tools 
more widely available and less expensive than 
goods made by the local blacksmith. 

The dependence on a single food crop cre- 
ated a demographic and human holocaust dur- 
ing the Irish Potato Famine of 1846-1848. The 
potato, which proved to be so valuable in sup- 
plying the nutritional requirements of the vast 
majority of the Irish population, ironically dealt a 
devastating and deadly hand to over 1 million 
Irish when it succumbed to a fungus that made it 
inedible. Another million Irish left to seek better 
fortunes in England and primarily in the United 
States. The British government, guilty of acting 
too late, repealed a high tariff on grains to Ire- 
land. While this was seen as an attempt to allevi- 
ate the famine in Ireland, it ultimately created a 
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precedent for free trade that would have serious 
consequences later in the nineteenth century. 


INDUSTRIAL REVOLUTION 
AND BEYOND 


The Industrial Revolution affected every aspect 
of life in nations directly involved, especially 
those in Europe and North America, but the 
changes that occurred in those places would in- 
fluence the course of world history. Discoveries 
and the development of new technologies often 
have unintended effects on many different and 
unrelated industries. The growth of the railroad 
was perhaps the most influential development 
of the Industrial Revolution. The railroad trans- 
formed the food industry in terms of the quality 
and quantity of food production. Cattle no 
longer had to be herded into towns and cities, 
which produced lanky and tough meat. Cattle 
could be slaughtered and butchered, and then 
shipped in refrigerated railcars directly to the 
cities. Milk from cows kept under controlled con- 
ditions could also be transported in refrigerated 
cars. Before the advent of the railroad, people 
got milk from cows that were kept in unsanitary 
local milking sheds. 

By the middle of the nineteenth century, in- 
dustrial nations understood that they had to pro- 
vide larger quantities of food at lower prices to 
satisfy the growing numbers of factory workers. 
Railroads were able to link farms and plantations, 
not only to cities, but also to seaports from which 
food products could be transported around the 
world. Tea from India and wheat from the United 
States could be shipped by rail to ports and then 
transported across the ocean to Europe more eco- 
nomically than European nations could produce 
these goods locally. 

U.S. wheat production in the second half of 
the nineteenth century became so productive 
and efficient that it dominated and replaced tra- 
ditional local sources of European wheat. 
America had always been labor poor and land 
rich. This motivated Americans to create and 
develop labor-saving technologies, especially in 
the nineteenth century. These technologies in- 
cluded the McCormick reaper (1834), the Pitts 
mechanical thresher (1837), the Marsh harvester 
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(1858), and the Appleby binder and knotter for 
sheaves of grain (1878). These developments in 
horse-drawn machinery led to an increase in 
draft horses in America from 6.2 million in 1860 
to 15.5 million horses by 1900. The lasting effect 
of American wheat production on Europe’s 
economy was twofold. It provided a cheap source 
of grain, and thus bread, to urban factory work- 
ers, while at the same time it had a devastating 
effect on those European farmers who could not 
compete. Some, like many Norwegian farmers, 
migrated to America, while other nations like 
Denmark were forced to develop other food in- 
dustries such as bacon for English consumers. 
Other technological developments that dramati- 
cally increased the food supply were canning, 
freezing, and refrigeration. 

If the nineteenth century saw vast quantita- 
tive improvements in increasing food supply, 
then the opposite can be said of the qualitative 
changes. The nutritional value of much of the food 
supply had declined because of efficient mass 
processing and preservation techniques. While 
Gail Borden’s patent on sweetened condensed 
milk created huge profits in the 1850s, this type 
of milk was made from skim milk, not whole milk, 
which lacked fats and vitamin A and D (vitamins 
were unknown at the time). The result was an 
increase in the cases of rickets and other malnu- 
trition-related diseases in infants. 

The same nutritional deficiencies occurred in 
the mass production of flour. New roller mills 
made of iron and then porcelain did such a mag- 
nificent job of processing wheat that they sepa- 
rated the nutritionally valuable endosperm from 
the husk. While this improved the color of flour 
to a marketable white (previously flour was a dull 
yellow) and increased the shelf life, the result was 
bread that had few nutrients. The very people 
who needed cheap nutrition the most, the work- 
ing poor, were being deprived of any nutrients in 
the bread they were eating. 

These types of problems were highly scruti- 
nized in the early twentieth century. In England 
in 1917 and 1918, 41 percent of the 2.5 million 
young men who were supposedly in the prime 
of their lives were deemed unfit for military ser- 
vice due to malnutrition. This kind of scrutiny led 
to the development of and advancements in the 


field of nutrition and diet. In the late twentieth 
century, agribusiness, implementing and devel- 
oping patents related to genetic engineering of 
foods, would see profits of $50 billion to $100 bil- 
lion per year. 


Mike Downs 
See also: Discovery and Exploration; Grain; Roman Empire. 
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FORD MOTOR COMPANY 


A leading automotive maker for almost a 
century. 


Eight years after the motorcar was first offered 
for sale in 1895, Henry Ford and eleven other in- 
vestors founded the Ford Motor Company with 
less than $30,000 in capital. Within years, employ- 
ing mass-production techniques such as gravity 
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Henry Ford, founder of the Ford Motor Company, whose workers are shown here assembling cars in the late 1940s, pioneered the mass 
production of automobiles. Mass production lowered the cost of cars, making them affordable to ordinary people and turning them into the 
world’s most valuable internationally traded manufactured product of the twentieth century. (Library of Congress) 


slides and chain conveyors, Ford had revolution- 
ized the industry. Today, Ford ranks as one of the 
largest automotive companies in the world, with 
2001 sales surpassing $131.5 billion. 

From the outset, Ford sought to expand inter- 
nationally, exporting its first cars to England in 
the year of its incorporation. In 1905, production 
of the company’s first foreign-made cars began 
at a Canadian plant, and within eleven years as- 
sembly plants operated in Europe and Latin 
America. Plants in Asia soon followed. It was the 
1908 Model T, however, the famous “tin lizzie,” 
that appealed to customers worldwide. Uniformly 
black, the Model T was cheap and dependable, 
its plain design spanning different cultures. Ford 
sold over 15 million between 1908 and 1927, and 
by the end of the period the Model T made up 


half of all automotive sales worldwide. Faced with 
strong competition from the General Motors Cor- 
poration and its efforts to provide different cars 
for specialized markets, however, Ford unveiled 
his Model A at the end of this period. To better 
manage the company’s growing business in Eu- 
rope, the Ford Motor Company Ltd. was formed 
in 1928, a reorganization that helped keep the 
company at the forefront of the industry. Three 
years later, Ford opened the largest automotive 
plant in Europe, at Dagenham, England. 

Strong management extended to labor rela- 
tions and contributed to Ford’s success. As World 
War I began, Ford employed revolutionary corpo- 
rate welfare techniques. Besides establishing regu- 
lar medical inspections, sanitary conditions, and 
recreational facilities, the company allowed em- 
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ployees a shorter, eight-hour day. In 1914, it un- 
veiled its “Five Dollar Day,” an early incentive plan. 
In the years after World War II, Ford answered 
periods of declining profits with new models. In 
the 1950s, it was the Falcon; in the 1960s in Eu- 
rope, the Cortina; in the 1980s, the Taurus; and, 
most recently, the Explorer. The company also 
sought to acquire smaller companies, for example, 
in 1987 the automaker Aston Martin and the rental 
company Hertz. Most notably, Ford acquired Volvo 
in 1999. In the 1950s, the company went public, at 
the time the largest initial public offering in the 
history. Not every endeavor proved successful, 
however. In the late 1960s, Ford rushed into pro- 
duction of the Pinto, aware that a design flaw 
caused the gas tank to explode easily. Rather than 
incur the cost to repair the tank, the company 
sought to hide the problem. Lawsuits, bad public- 
ity, and the inevitable recall resulted. Battling to 
maintain its market share, Ford recently has un- 
dertaken a new restructuring plan, merging its 
European and American divisions under a unified 
management. To date, the company remains a force 
in the international economy, operating 110 facto- 
ries worldwide and selling cars in 125 countries. 


Brooks Flippen 
See also: Automobiles; Corporations. 
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FOREIGN AID 


Refers to an explicit as well as implicit trans- 
fer of resources at concessionary terms from 
developed to developing countries at the gov- 
ernmental level. 


Foreign aid is distinct from such transactions as 
flow of private foreign capital, which involves pri- 
vate entities motivated by profit to undertake 
transactions that take place at fair market prices. 


Explicit aid is given in the form of loans and 
grants, while implicit grants involve favorable 
treatment of imports coming from less-developed 
countries. Foreign aid can be for military or de- 
velopmental purposes and is commonly labeled 
official development assistance. 

Grants refer to a transfer of resources without 
any need for repayment. Loans require repayment 
with interest within a specified period, but the 
terms are more liberal than those of the commer- 
cial type. Thus, loans involve three financial ele- 
ments: maturity date, interest rate, and the grace 
period. Loans may be “soft” or “hard”: soft loans 
have the longest maturity period, lowest interest 
rate, and the maximum grace period, while hard 
loans have the opposite characteristics. 

Other than the financial terms, grants or loans 
can be subjected to nonfinancial conditions, in 
particular involving some form of “tying.” Tying 
can be project based, requiring the grants or loan 
proceeds to be spent on specific projects, or pro- 
curement based, restricting the procurement from 
a specific source, commonly the donor country. 
Because of tying, the aid value of grants or loans 
can be lower than its nominal value, as the pro- 
curement prices from the specified source may be 
higher than that from alternative sources. More- 
over, from the recipients’ perspective the project 
grants or loans may have lower development 
value than their nominal value would indicate. 

The rationale for giving aid can stem from the 
concern for international equity and human soli- 
darity, realizing political and strategic advantage, 
or even a donor’s pure commercial objective. But 
giving foreign aid is essentially a political decision, 
especially in the case of bilateral aid. 

Foreign aid can be bilateral or multilateral. In 
the latter case, it is channeled through such mul- 
tinational organizations as the International Bank 
for Reconstruction and Development (World 
Bank), or its affiliates like the International Finan- 
cial Corporation, International Monetary Fund 
(IMF), or some form of consortia set up by the 
donors for a specific recipient country. 


FOREIGN AID AS A POST- 
WORLD WAR II PHENOMENON 


Historically, foreign aid is a post-World War II 
phenomenon, initiated for the reconstruction of 


postwar Europe. While the war was still raging 
in Europe and the Far East, representatives from 
forty countries met at Bretton Woods in 1944 to 
establish the institutional framework for a post- 
war multilateral economic order. Two new or- 
ganizations, the World Bank and the IME were 
set up to provide the institutional framework for 
reconstruction of a new international economic 
order. 

But by mid-1947, the United States abandoned 
institutional multinationalism and adopted the 
European Recovery Program, also known as 
Marshall Plan, in 1948. During the next four years, 
the program disbursed over $13 billion to the West 
European countries. More than 90 percent of this 
aid was in grants. Besides contributing to the re- 
construction of Western Europe, this program was 
aimed at the continuation of U.S. export flows to 
Europe, thereby maintaining its domestic pros- 
perity and preventing the European Left from 
winning political power. 

The Marshall Plan was a success story of U.S. 
foreign policy. As such, it led United States to ex- 
tend a similar policy to Third World countries in 
order to help raise the standard of living in these 
countries, and thereby reducing income inequal- 
ity between the developed and the developing 
nations. The objective was also to foster U.S. he- 
gemony over these nations and thwart a foothold 
by the communist bloc. During the Cold War, for- 
eign aid, especially the bilateral type, was more 
often used as a tool of foreign policy than of de- 
velopment assistance. 

The evolution of foreign aid can be divided 
into four stages during the four and a half de- 
cades following the Marshall Plan. The 1950s 
were a period of dominance of bilateral aid, given 
by the developed countries. The United States 
was the highest contributor, with 67.6 percent 
of the total official development assistance in 
1956 and 60.5 percent in 1960. The program 
called PL480, which distributed surplus food 
from the United States, started in this period. The 
Soviet Union made its first commitment of eco- 
nomic aid (to Afghanistan) in 1954. By 1960, the 
total contribution of the communist bloc 
amounted to less than 5 percent of total official 
development aid. Even this small contribution 
affected the foreign aid strategy of the Western 
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world significantly, guiding the level of disburse- 
ment among the recipient countries. In this era, 
distinction between military and development 
aid became blurred. 

While the bilateral aid by the Western coun- 
tries was still dominant in the 1960s, contribut- 
ing more than 50 percent of the official 
development assistance, aid given by multilat- 
eral institutions was growing at a significantly 
faster rate. This occurred in response to concern 
by the Third World countries about the efficacy 
of the bilateral, especially the tied, aid. Most of 
the aid in this period was for development pur- 
poses because major donor countries realized 
that long-term peace is best supported not 
through from military buildup but by economic 
development. 


OIL REVENUES AND 
FOREIGN AID 


The 1970s saw emergence of a new donor group: 
the Middle Eastern members of the Organization 
of the Petroleum Exporting Countries (OPEC). 
Following the rise in oil prices in the early 1970s, 
which created significant surplus in these coun- 
tries, a portion of the reserve was invested in 
Third World countries at a concessionary rate. 
Their contribution to the total official develop- 
ment aid increased from 5 percent in 1972 to 25 
percent in 1976, and most of it as bilateral aid to 
other Arab countries. While the share of the Or- 
ganization for Economic Cooperation and Devel- 
opment countries’ official development aid was 
declining and stood at 0.33 percent of their com- 
bined gross national product (GNP) in 1976, 
OPEC’s contribution was 2.29 percent of their 
combined GNP. 

The next two decades saw a basic shift in the 
foreign aid regime for the following reasons: First, 
the private sector, not the government, was 
viewed as the engine for economic development. 
Since official development assistance involved 
governments, the role of foreign aid also lost pri- 
ority; private foreign capital was considered to be 
more important than foreign aid. At the same time, 
innovations in international banking and availabil- 
ity of foreign private capital made the shift easier. 
Second, unobstructed trade, not foreign aid, was 
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believed to be essential for the development of 
Third World countries. Therefore, these nations 
campaigned, through the United Nations Confer- 
ence on Trade, Aid, and Development (UNCTAD), 
for free access to Western markets and sustained 
price increases for primary commodities. While the 
Western world was sympathetic in the beginning, 
persistent political pressure in the UN adversely 
affected the attitude of the rich donors. These gov- 
ernments were also facing budgetary problems at 
home. Above all, the era of the Cold War was com- 
ing to an end, removing the foreign policy incen- 
tive for the aid. 

These factors contributed to the decline of 
foreign aid during the 1980s and 1990s. As a per- 
centage of GNP official development assistance 
stood around 0.26 percent of the UN member 
states’ combined GNP in 1997, which is less than 
half of the target of 0.7 percent. This decline was 
largely a result of the decline in U.S. aid, whose 
contribution was 0.21 percent of its GNP in 1990, 
but fell to about 0.08 percent in 1997. 

While the foreign aid movement started with 
great optimism and goodwill, the mood has sig- 
nificantly changed over the past five decades. 
Over this period, public opinion in major donor 
countries has changed from optimism to pessi- 
mism, the role of foreign aid as a development 
policy has been questioned in both the donor and 
the recipient countries, and the geopolitical at- 
mosphere in the world has changed. The combi- 
nation of weak economic arguments and the lack 
of political incentives in donor countries could 
drive foreign aid to oblivion. 


M. Hasan Imam 


See also: Council for Mutual Economic Assistance; Marshall 
Plan. 
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FRANKINCENSE AND 
MYRRH 


Key ancient trade items in the Mediterranean 
Sea and Indian Ocean areas derived from the 
resins of several species of trees belonging to 
the Burseraceae, or Balsam, family of plants, 
native to the southern Arabian Peninsula and 
the adjoining Horn of Africa. 


The three species of Boswellia (Boswellia sacra, 
or B. carterii) native to the mountainous areas of 
Yemen and the Hadramawt (western Oman), are 
the principal historic source for high-quality 
frankincense. Myrrh trees (from the Arabic word 
for “bitter”) are more common than frankincense 
trees and belong to the Commiphora genus— 
Commiphora myrrha is the preferred source— 
that grow in southern Arabia, Ethiopia, and 
Somalia. East African myrrh has historically out- 
weighed Arabian myrrh in exports. 

Famous attempts were made in pharaonic 
Egypt toimport the trees, as evidenced in the sculp- 
tures on Queen Hatshepsut’s tomb in the Valley 
of the Kings depicting an expedition to the land of 
Punt that returned with samples of plants, animals, 
and trees—including potted myrrh trees for her 
mortuary temple. Although the ancient Greek doc- 
tor Theophrastus records around 295 B.c.z. that a 
frankincense tree was successfully transplanted in 
the city of Sardes in Asia Minor—where he him- 
self saw it growing—neither frankincense nor 
myrrh have been produced commercially outside 
of their native range. The cities of Yemen have tra- 
ditionally been the seat of wholesale production 
and Egypt the center of worldwide distribution— 
in ancient times, this was apparently true of trade 
even to the East. Although the Red Sea and the 
Indian Ocean were common transport routes, in- 
land Arabian kingdoms kept a stranglehold on 
supply in the ancient world through a network of 
land routes circumventing the Arabian Peninsula’s 
central deserts. 

The ancient cultures of the Fertile Crescent 


Frankincense and myrrh were aromatics highly prized and traded in 
ancient times. Shown here is a third-century 8.c.e. bronze incense 
burner from Marib (in modern-day Yemen). 

(© The British Museum/Topham-HIP/The Image Works) 


used frankincense primarily as incense; myrrh 
was employed more extensively in ointments, 
unguents, perfumes, and medicines and in em- 
balming Egyptian mummies. There is scholarly 
debate, however, whether Ethiopia or Arabia was 
the ancient source of Egyptian myrrh. The most 
accurate and firsthand description of the collec- 
tion, production, and distribution of these two 
items in ancient times comes from the periplus of 
the Erythraean Sea, a Greek merchant's descrip- 
tion of Arabian and Indian Ocean trade written 
in the first or second century c.k. Pliny’s descrip- 
tion of importation into Rome suggests produc- 
tion reached up to 3,000 tons of frankincense and 
600 tons of myrrh in the first and second centu- 
ries C.E., coinciding with the introduction of epi- 
demic diseases by way of the same trade network. 

Frankincense’s value equaled that of gold in 
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the markets of Rome, and the heavy transporta- 
tion costs fueled economic development along the 
main trade arteries to the Mediterranean basin. 
Increasing demand during the Roman empire’s 
heyday encouraged Arabians to overcrop frank- 
incense and myrrh trees, degrading the sources. 
Early Christians, however, rejected the use of in- 
cense in worship because of its association with 
Greek and Roman polytheism, despite the famous 
gift of the Magi to the baby Jesus in the New Tes- 
tament of frankincense, myrrh, and gold. Trade 
consequently decreased between the fifth and the 
seventh centuries, but picked up again when 
Muslim commerce expanded from the Atlantic to 
Asia and market demand increased as the Chris- 
tian church accommodated ancient religious prac- 
tices like incense burning into its rituals. Profuse 
amounts of frankincense were used in the medi- 
eval cathedrals, and myrrh continued to be a key 
ingredient in unguents, ointments, and medicines 
throughout the medieval period. 

Commerce in frankincense and myrrh declined 
in the modern period as other plant materials and 
the development of synthetic sources supplanted 
the need for the original tree resins, though even 
at the beginning of World War I the city of Aden in 
Yemen was still annually exporting 1,000 tons of 
myrrh and substantial amounts of frankincense. 
Both substances have remained liturgically impor- 
tant in many faiths and are used in the perfume 
industry. 


Fabio Lopez-Lazaro 


See also: Perfume; Religion. 
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FRANKLIN, BENJAMIN 
(1706-1790) 


An internationally known figure of eighteenth- 
century British North America, who contrib- 
uted much to the development of North 
America, the printing trade, science, and in- 
dustry, while promoting the colonies within 
the British empire. 
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(1706-1790) 


Shown here at the court of France in the late eighteenth century, Benjamin Franklin was, among other things, a self-made entrepreneur 
who helped promote business values in early America. (National Archives at College Park) 


Benjamin Franklin was born in Boston to a large 
family whose father toiled as a soap and candle 
maker. At the age of eight, he entered grammar 
school and, while he excelled, his father removed 
him from school because the family could not af- 
ford it. He then started to work as an apprentice to 
his father, but he did not care for his father’s trade; 
thus when Franklin was eleven, he was appren- 
ticed out to his brother, who operated a printing 
business. Franklin’s inquisitive and intellectual mind 
was well suited for the printing trade, and he soon 
became skilled at his job, even though he had con- 
tinual problems with his brother. At the age of sev- 
enteen, Franklin, who had always romanticized the 
maritime life, ran away, but instead of sailing the 
open ocean he ended up in Philadelphia, where 
he soon found work in a print shop. As he estab- 
lished himself in Philadelphia by being industri- 
ous and bright, he journeyed to London in the 


hopes of financing his own print shop. When this 
fell through, he found work in a London print 
shop, where he refined his skills and his work ethic. 
During this early period, he saved money by not 
drinking beer and earned money by lending 
money, at interest, to his fellow workers who were 
short on cash. At one point, he ate only vegetables 
to save money and developed a list of thirteen vir- 
tues that he strived to maintain. 

When he finally opened his own printing 
house, he quickly achieved business success be- 
cause of his reputation as a hard worker. In his 
autobiography, Franklin admitted that often he 
left a candle lit in his shop to make it look like he 
was working late. With his business established, 
Franklin began financing printing houses in other 
colonies and devoted more of his time to his other 
interests. Franklin was not interested in becom- 
ing rich; he was more concerned with his reputa- 


tion and having enough money to explore his 
other interests. 

The middle part of his life saw him creating 
his newspaper and almanac, his library, a fire bri- 
gade, an intellectual circle in Philadelphia, the 
invention of his stove, his experiments in elec- 
tricity, his attempt to organize the Pennsylvania 
militia, and his growing international reputation. 
In 1757, he traveled to London to represent the 
Pennsylvania legislature against the Penn family 
over the legislature’s ability to tax Penn family 
land, and he soon returned to London as a colo- 
nial agent. His return marked the beginnings of 
the American Crisis, and Franklin was soon writ- 
ing many letters to the London Chronicle, in which 
he explained colonialist views on taxation and 
representation. Franklin led a life where his ini- 
tial economic success allowed him to dedicate 
himself to public improvement. 


Ty M. Reese 


See also: American Revolution. 
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FREDERICK II (1712-1786) 


Frederick Il of Prussia’s brilliant strategy and 
enlightened despotism vaulted a middling 
German state to the level of a major 
eighteenth-century European power. 


Frederick II became king in 1740 following the 
death of his father, Frederick William I. He rap- 
idly increased the size of the Prussian military 
and expanded his nation’s borders. The new king 
took advantage of the War of Austrian Succession 
when the Austrian king and Holy Roman Em- 
peror Charles VI died, leaving his daughter Maria 
Theresa to inherit the Hapsburg holdings. While 
Maria Theresa fought off various claimants to the 
Hapsburg lands, including Philip V of Spain, 
Frederick quickly invaded and then captured 
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Frederick II of Prussia, a brilliant strategist and enlightened despot, 
vaulted a middling German state to the level of a major eighteenth- 
century European military and trading power. (Library of Congress) 


Silesia in a mere seven weeks. The War of Aus- 
trian Succession ended with the election of Maria 
Theresa’s husband, Francis, as the Holy Roman 
emperor and then king of Austria, while 
Frederick retained control of Silesia. Frederick 
again used the element of surprise, quickly at- 
tacking and adding portions of Saxony to his 
kingdom. The Prussian king later fought Russia 
under Catherine the Great and Peter III without 
winning any great victories, but by maintaining 
his borders against Russia’s colossal armies he 
established himself as a great military leader of 
the eighteenth century. 

Frederick was the essential enlightened des- 
pot. As a young prince, he respected everything 
French and adopted French mannerisms, includ- 
ing a healthy respect for its monarchy and mili- 
tary, shaping his own after the Gaelic model, 
after ascending the throne. Frederick befriended 
the greatest philosopher of the age, Voltaire, who 
tutored the young prince in philosophy and gave 
him the moniker Frederick the Great for abol- 
ishing torture and reopening the academies his 
father had closed in his quest for frugality. 
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Frederick wrote essays attacking the Germany 
of Frederick William I as fatally divided into small 
independent states. In these essays, many of 
which were written before he ascended the 
throne, he declared that Austria was dangerous 
to the hegemony of Prussia, but provided both 
a necessary barrier against the militant Turks and 
a neighbor friendly to trade. 

Frederick built a healthy Prussian economy 
based on military might. He believed that people 
became exceedingly lazy and prone to decadence 
in time of peace and stated that a policy of war 
provided gainful employment for those who 
would otherwise burden the state. When not in- 
volved in large-scale war, Frederick fueled the 
economy with massive building projects, includ- 
ing elaborate road and canal systems. When the 
combined might of the Austrian and Russian 
armies defeated Prussia in the Seven Years’ War, 
Frederick returned to his homeland defeated, but 
with his empire intact. Because of Frederick’s lead- 
ership and economic planning, Prussia emerged 
the best equipped of all continental European 
countries to rebuild. Frederick began a public as- 
sistance program to rebuild Prussia and ushered 
in an era of industrialization. Frederick II is remem- 
bered by the world as a military genius and by his 
own people as a caring sovereign and a hero of 


the poor. 
Michael J. Alberts 


See also: Wars for Empire. 
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FREE TRADE 


The absence of government intervention 
aimed at influencing the international ex- 
change of goods and services. 


Free trade might be thought of as the opposite of 
autarky, a state in which no international trade 
occurs because of circumstances that remove all 
gains that might be realized by international ex- 
change. In the case of autarky, however, the con- 


ditions that prevent trade from occurring include 
such nongovernmental factors as high transporta- 
tion costs or product perishability, as well as barri- 
ers created by governments. In contrast, free trade 
may exist even if transportation costs are prohibi- 
tively high, as long as there are no government 
interventions that interfere with the voluntary ex- 
changes of rational producers and consumers. 
International trade has never been perfectly 
free of all government interventions. In fact, the 
laissez-faire anarchy often thought to characterize 
free markets and free trade would not be a recipe 
for prosperity. In the absence of such institutions 
as the law of contract, markets would fail to achieve 
the optimal allocations of resources and consumer 
well-being suggested by models of the perfectly 
competitive economy. Only government can pro- 
vide many of the institutions needed for markets 
to function. This suggests that some form of gov- 
ernment intervention is needed for market ex- 
change to take place. Advocates of free trade 
generally recognize the need for some government 
regulations but argue for the benefits of policies 
that allow the free exchange of goods and services 
within an institutional framework designed to pre- 
vent fraud, monopolies, and other forms of mar- 
ket failure. The specific targets of those favoring 
free trade are protectionist policies based on tar- 
iffs, nontariff trade barriers, subsidies, and a wide 
range of rules and regulations designed to favor 
domestic over foreign economic interests. 
Among practicing economists, the notion that 
free trade is the best policy for national govern- 
ments to follow receives almost unanimous sup- 
port. It can be shown that an international regime 
of free trade in the context of fair and transparent 
legal institutions will maximize world social wel- 
fare. In contrast, protectionism always lowers 
someone’s welfare. Protectionism is widespread 
because politicians find that it is safer to implement 
policies that protect powerful special interests from 
foreign competition than to pursue policies that 
increase overall welfare when changes in overall 
welfare may be difficult to discern. Protectionism 
is costly because it leads to efficiency losses, re- 
source misallocation because of lack of competi- 
tion, limited internal markets in which scale 
economies are sacrificed, retaliation by foreign sup- 
pliers, and many other economic costs. Besides 


While promoted by politicians and business leaders as a source of 
prosperity, free trade has been criticized by workers around the 
world—including these at a Free Trade Area of the Americas sum- 
mit in Miami, Florida—as a source of job loss in the developed 
world and of labor exploitation in the developing world. 

(© Jeff Greenberg/The Image Works) 


these direct costs, protectionism is likely to have a 
negative impact on the distribution of wealth and 
income within a country because the wealthy are 
usually more effective rent seekers than the poor 
and, thus, better able to lobby the government to 
distort markets in their favor. Since the inception 
of capitalism, there have been many arguments 
against free trade, and opposition to this doctrine 
is likely to remain strong despite the theoretical 
and empirical evidence marshaled by economists 
in its favor. 

E. Wesley E. Peterson 


See also: Nontariff Barriers; Tariffs; Trade Organizations. 


BIBLIOGRAPHY 


Irwin, Douglas A. Against the Tide: An Intellectual History of 
Free Trade. Princeton: Princeton University Press, 1996. 


FREEMASONRY 381 


FREEMASONRY 


A set of moral teachings, rituals, and symbol- 
ism practiced by groups of fraternal organiza- 
tions with origins traced back to the 
stonemasons who built the churches and ca- 
thedrals of England. 


Manuscripts dating from the late fourteenth cen- 
tury trace the legendary origin of the Freemasons 
to the biblical flood story, the Egyptian pyramids, 
and Solomon’s Temple, but Freemasonry as an 
institution is dated at June 24, 1717, when the 
Grand Lodge of England, the first national Ma- 
sonic organization, was formed. There is no cen- 
tral organizational authority; autonomous 
national grand lodges determine local rules and 
customs. 

In the early eighteenth century, Freemasonry 
spread into France and became identified with 
the Enlightenment. The Freemasons also incor- 
porated the legends of other groups, such as the 
Knights Templar and Teutonic Knights, into their 
rites and became staunch advocates of political 
and social reform. By the late eighteenth century, 
Freemasonry experienced a schism between the 
“Ancients” and the “Moderns,” signifying class 
distinction. During the nineteenth and twentieth 
centuries, Freemasonry continued to develop into 
two groups: the English and French. 

The teachings of the Freemasons have re- 
mained stable over time. The main concept is the 
transformation of humans from a primitive per- 
sonality to that of a higher consciousness. Free- 
masonry’s stress on the improvement of moral 
character rather than redemption placed it at odds 
with other religions. Despite its secrecy and radi- 
cal social beliefs, Freemasonry has a worldwide 
membership governed by independent grand 
lodges. The organizations are racially mixed, but 
independent black lodges do exist. 


Lisa A. Ennis 


See also: Religion. 
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Freemasonry, a movement founded by builders in medieval Europe, has long advocated the benefits of trade and economic enterprise. 
Shown here is President Calvin Coolidge greeting an international delegation from the Scottish Rite of Freemasonry, including John Henry 
Cowles, the sovereign grand commander, to the president's right. (Library of Congress) 


FRENCH EMPIRE 


Seventeenth- through twentieth-century rule 
of colonial possessions by France, first in North 
America and the Caribbean and then in Africa 
and Southeast Asia. 


AMERICAN COLONIES 


After the discovery of the New World by Christo- 
pher Columbus for Spain in 1492, other European 
countries sent expeditions along the North Ameri- 
can coast in search of gold. The French voyages 
of Giovanni da Verrazano and Jacques Cartier re- 
sulted in the discovery and claiming of the Grand 
Banks off Newfoundland in the sixteenth century. 


French exploration and settlement of the new 
lands were delayed throughout the rest of the 
century as the country struggled through the 
Wars of Religion brought on by the Reformation. 
At the beginning of the seventeenth century, the 
French established two important posts in 
Canada: one at Port Royal in the colony of Acadia 
(present-day Nova Scotia) and the second at Que- 
bec (in present-day Montreal). These posts oper- 
ated as fur-trading centers between the French 
and the indigenous peoples, who exchanged furs 
for glass trinkets and other European goods. The 
French did not start a massive migration and 
settlement movement, which would have created 
hostilities with the native peoples. Instead, the 
French left the native peoples to their own lifestyle 


except for a few Jesuit priests who attempted to 
convert them. The French restricted the area of 
their settlement to the Saint Lawrence valley un- 
til the end of the century, when France established 
another colony in Louisiana in 1699. French ex- 
ploration from the source of the Mississippi River 
down to the Gulf of Mexico resulted in their claim 
to the navigation rights for the continent's larg- 
est river. Since overland trade was cost prohibi- 
tive, the control of the Mississippi was important 
for the movement of goods from the interior of 
North America to other destinations such as the 
Caribbean and Europe. The French established 
port cities at Mobile and New Orleans (1719). 

While the French were expanding their em- 
pire in North America, they were also establishing 
colonies in the Caribbean and the northern tip of 
South America. In 1624, French Guiana was 
founded, followed by Saint Kitts in 1627. The 
French Compagnie des Iles de I’ Amerique founded 
Guadeloupe and Martinique in 1635 and Saint 
Lucia in 1650. In 1664, the French established the 
colony of Saint Domingue on the western half of 
the Spanish island of Hispaniola (present-day Haiti 
and the Dominican Republic). Saint Domingue 
developed into the leading sugar-producing colony 
for the French. Every inch of available land was 
planted with sugarcane, the most lucrative com- 
modity of the eighteenth century. Slave quarters 
were limited in size, and food production was re- 
stricted. Instead, the French imported wheat, grain, 
salt, and other food items from Louisiana to feed 
the slave population. 


COLONIES IN AFRICA 
AND INDIA 


Throughout the seventeenth century, French 
colonies were also established in Africa and In- 
dia. The lucrative slave trade attracted the French 
to the West African region of Senegal in 1624. Por- 
tuguese and British colonies in India and Asia 
enticed the French to also establish trading posts 
in India at Chandernagore in Bengal (1673), 
Pondicherry (1674), Yanam (1723), Mahé (1725), 
and Kirikkale (1739). Three additional colonies 
were established in the Indian Ocean on the Ile 
de Bourbon (Réunion) in 1664, the Ile Royale 
(Mauritius) in 1718, and on the Seychelles in 1756. 
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During the eighteenth-century wars for empire, 
the map of the French empire changed dramatically. 
As a result of the French king’s involvement in at- 
tempting to restore King James II of England to his 
throne, King William II declared war on France in 
the War of the League of Augsburg (also known as 
King William’s War). Although at the end of the war 
all former possessions were restored, the hostili- 
ties between the two countries led to three addi- 
tional wars. At the conclusion of the War of Spanish 
Succession, the French lost control of Acadia to the 
British as well as the island of Saint Kitts under the 
terms of the Treaty of Utrecht in 1713. The third 
war for empire, the War of Austrian Succession, 
ended with a status quo antebellum and no change 
of territory, although the French achieved some 
success in India. The last of the wars, known as 
the Seven Years’ War, or the French and Indian War 
in North America, ended with British dominance 
around the world. The French were forced out of 
India and lost much of the profits from the lucra- 
tive pepper and cotton cloth trade. The French also 
lost their possessions in North America. Canada 
was ceded to the British empire, as was the part of 
Louisiana east of the Mississippi River, Saint Lucia, 
and Grenada. The Spanish, who had joined the 
French late in the war, lost Florida temporarily to 
the British. The French, to compensate Spain for 
the loss of Florida and to prevent the British from 
gaining control of Louisiana, ceded the territory 
of Louisiana to Spain, who ruled the colony until 
1800, when it was ceded back to France. 


FRENCH-BRITISH COMPETITION 


The animosity of the French toward the British led 
to French involvement in the American Revolu- 
tion. Although initially reluctant to enter the con- 
flict, after several unconventional victories and one 
major European-style victory at Saratoga, the 
French agreed to provide supplies, men, and ships 
to the Americans. The Treaty of Paris (1783) that 
ended the American Revolution resulted in France 
regaining Saint Lucia. However, war plagued the 
French colonial empire again during the French 
Revolution as a slave rebellion in Saint Domingue 
resulted in the formation of an independent coun- 
try of Haiti in 1804. During this period, Great Brit- 
ain captured most of the French overseas colonies, 
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which would be returned to them in 1802 under 
the Peace of Amiens. After 1802, Napoléon 
Bonaparte began preparations for another cam- 
paign to control the European continent. He hoped 
to fund the cost of the war through the sale of sugar 
from Saint Domingue, but after the slave insurrec- 
tion of 1803 and the loss of 25,000 of his trained 
soldiers in attempting to recapture the island, he 
decided on an alternative plan to finance the cam- 
paigns. When approached by an emissary of the 
administration of Thomas Jefferson, who hoped 
to negotiate a right-of-deposit in New Orleans for 
$10 million, Napoléon offered to sell all the Louisi- 
ana territory to the United States in exchange for 
$15 million. Since Napoléon no longer needed the 
territory as a breadbasket for the slaves on Haiti, 
the sale became a means to fund his army. 

During the remaining Napoleonic Wars (1804— 
1814), trade became an important issue. Great Brit- 
ain reasserted the Rule of 1756, which prohibited 
countries that had not traded with France in that 
year for trading with them then. Since the United 
States had been part of the British empire in 1756, 
it had not traded with France and therefore the 
rule was aimed at preventing trade between France 
and a neutral country. The Orders in Council then 
placed a blockade on continental Europe in an at- 
tempt to deprive Napoléon and his army of food, 
medicines, and much needed supplies. 

Napoléon responded by passing the Berlin 
and Milan decrees, both of which countered the 
Rule of 1756 and imposed a blockade on the Brit- 
ish Isles. The United States was drawn into the 
conflict as both countries attempted to strangle 
its ability to engage in vital trade. After imple- 
menting a number of measures, including non- 
importation and an embargo, the French 
responded to an offer by the United States to only 
trade with the country that respected its neutral- 
ity. The United States then declared war on Great 
Britain, resulting in the War of 1812. The conse- 
quence of the war included the establishment of 
a protective tariff by the United States. 


SECOND FRENCH EMPIRE 
The end of the first French colonial empire forced 


France to seek colonies elsewhere to compete with 
the strong European empires. Although the Brit- 


ish returned many of the captured French colo- 
nies in the Caribbean and West Africa, the French 
sought to expand their empire. Algeria was in- 
vaded in 1830 and took seventeen years to con- 
quer. From there, the French moved into Tunisia 
(1881) and then dominated most of North, West, 
and Central Africa, including the modern-day 
countries of Mauritania, Senegal, Guinea, Mali, 
Ivory Coast, Benin, Mali, Niger, Chad, the Central 
African Republic, Republic of the Congo, and 
Djibouti. Morocco became a protectorate in 1911. 
The French also established control over present- 
day Syria, Lebanon, Togo, and Cameroon. In 1883, 
the French moved into Cochin China (southern 
Vietnam), Tonkin, and Annam and later into Cam- 
bodia and Laos. These regions were known as 
French Indochina. 

After World War II, the French attempted to 
regain control over Vietnam but were defeated 
by the forces of Ho Chi Minh and his nationalist 
fighters, who had defeated the Japanese during 
the war. The primary product that the French ex- 
ported from Vietnam had been rubber, a vital 
commodity in the age of the automobile. 

The end of World War II witnessed the begin- 
ning of a worldwide movement for self-determi- 
nation. Vietnam gained its independence from 
France in the 1950s, and by 1960 most of the Afri- 
can countries under French control were also rec- 
ognized as sovereign states. Like the British, the 
French sought to retain economic ties with their 
former colonies through the French Community 
(an organization that links France and its former 
colonies). Much of this trade has diminished over 
the last several decades as the French have opted 
for trade within the industrialized European 
Union. Few colonial possessions remain from the 
French empire in the Caribbean, the Indian Ocean, 
and Antarctica and those that do remain are ad- 
ministered through its Overseas Department. 


Cynthia Clark Northrup 


See also: British Empire; Napoleonic Wars; Southeast Asia; 
Wars for Empire. 
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FRENCH REVOLUTION 


A volatile period causing much disruption in 
trade. 


France had emerged as a major trading nation by 
the time of the French Revolution (1789-1791) and 
was surpassed only by Great Britain, its major 
rival. France’s foundations in trade remained 
weaker than Britain’s. Most of this trade involved 
its colonial possessions in the Caribbean, with ex- 
ternal trade only accounting for about one-third 
of the total trading activity. During the seventeenth 
and eighteenth centuries, mercantilism remained 
the primary economic policy followed by govern- 
ments. With respect to trade, mercantilism meant 
the exclusiveness of trade and the reliance on du- 
ties. A movement toward more freedom in trade 
began in France with the philosophical views of 
the economists (Vincent de Gournay) and the 
Physiocratic School. In 1774, Jacques Turgot, the 
prerevolutionary comptroller-general of finances, 
attempted, with his Six Edicts, to establish the free 
circulation of grain within the kingdom of France. 
The French signed a commercial treaty with the 
newly formed nation of the United States in 1778. 
It contained a most-favored-nation clause. 

In spite of these measures, protectionism re- 
mained a salient feature of French trade policy 
until the Eden-Reyneval Treaty of 1786 between 
England and France. It brought to a close a cen- 
tury of trade wars between the two nations. 
Conrad de Reyneval’s statement, “We should 
move closer to England, as hereafter there would 
no longer be any goods in which trade is prohib- 
ited between the two nations,” marked a depar- 
ture from the traditional policy that would later 
be restored by the revolutionaries and Napoléon 
Bonaparte. The 1786 treaty tended to favor the 
British and is often blamed for a serious indus- 
trial decline in French industries such as cotton, 
crockery, hardware, and leather goods. The 
French market became saturated with cheap Brit- 
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ish goods. The treaty gave rise to unemployment 
and thus prompted a strong reaction against free 
trade during the revolutionary period. 

Liberalism, the end of privilege, and equality 
became the hallmarks of the early years of the 
French Revolution. These principles extended to 
the realm of trade in the sense that the members 
of the Constituent Assembly declared free trade 
in grain on August 29, 1789, again on September 
18, 1789, and continued this policy throughout 
1789 and 1790. However, exports in grain were 
banned. France became a free trading nation 
within its own boundaries by abolishing the 
prerevolutionary custom duties between prov- 
inces with a decree providing for a uniform tariff 
on October 31, 1790. The tariff repealed the Anglo- 
French Treaty of 1786. The revolutionaries recog- 
nized the importance of trade to a strong economy, 
“The National Assembly, considering that com- 
merce is the source of all agricultural and indus- 
trial development and strength . . . decrees as 
follows.” As a result of the growth in trade within 
and without France, the French introduced a met- 
ric system during this period. Charles Talleyrand 
introduced the change in the assembly’s debates 
in 1790. A standard and common system of 
weights and measures become a necessity. The 
metric system did not became compulsory until 
1840. 

As an attempt to continue the ending of privi- 
lege status, the revolutionaries withdrew from the 
commercial port of Marseille its prerevolutionary 
monopoly of trade to the Levant. Commercial 
companies such as the French East India Com- 
pany, which had been reconstituted in 1785, suf- 
fered the same fate, as the Constituent Assembly 
abolished its monopoly of trade to East Africa. The 
Senegal Company suffered the same fate on Janu- 
ary 18, 1791. 

The revolutionary motto of liberty did not 
extend to colonial trade policy during the years 
of the liberal revolution. Despite the efforts of 
some radical agitators, the revolutionaries prac- 
ticed a policy of protectionism. The interests of 
plantation owners were protected by a system 
known as the exclusif, passed on March 18, 1791, 
which obliged the colonies to trade only with the 
mother country. The law of June 22, 1791, opened 
trade with the colonies to all French ports. The 
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The French Revolution overturned the political order of early modern France, helping to pave the way for the rise of France as a modern 
democratic and capitalist state. Shown here are lower-class Parisians invading the National Assembly during the revolution. 


(© North Wind Picture Archives) 


Navigation Act of September 21, 1793, reinforced 
this commercial nationalism: all boats claiming to 
be French had to be constructed in France, owned 
by Frenchmen, and captained by Frenchmen, and 
the crew had to be 75 percent French. The system 
of the ancien régime was maintained in maritime 
and colonial trade. 


WARS OF THE FRENCH 
REVOLUTION 


The declaration of war on April 20, 1792, by the 
French on the king of Bohemia and Hungary had 
serious consequences for the French economy in 
general and trade specifically. Any liberal policies 


of the early years of the revolution were reversed 
because of the dire circumstances in which France 
found itself over the next few years. Measures 
taken by the revolutionaries during this period 
were affected by war, assignat depreciation (this 
was the French revolutionary paper currency), 
and inflation. The French National Convention 
established a number of committees during the 
Reign of Terror (1793-1794) to deal with trade and 
the food supply. These included agriculture, 
trade, navigation, and communications. The 
French moved to a controlled economy. In fact, 
at the height of the Terror, the government's con- 
trol over the economy far exceeded what it had 
been before the revolution. The grain trade that 


had been freed up during the liberal revolution 
was closely monitored. A maximum price for grain 
was established on May 4, 1793. Manufactured 
goods from Great Britain, its colonies, and other 
allied powers were prohibited entry into France 
(October 9, 1793). The British, for their part, de- 
clared that they would seize any ships trading 
with France, including American ones. The 
United States passed the Jay Treaty in 1794 to avert 
war with Britain. But the French viewed it as an 
alliance with Britain and by 1796 they began ha- 
rassing American ships and threatening the 
Americans with punitive measures. 

The extreme measures taken during the pe- 
riod of the Terror continued until the end of 1794, 
when French ports opened to trade once again 
with neutral powers and the Navigation Act of 
September 1793 was repealed. The maximum law 
was repealed in December 1794 with the open- 
ing of foreign trade. French trade did not improve 
until 1795-1796, when France concluded peace 
treaties with Spain, Holland, and Prussia. In gen- 
eral, the revolutionary period saw a turbulent and 
destructive time for French trade. 


Leigh Whaley 
See also: Mercantilism; Navigation Laws. 
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FRUITS 


Edible products derived from the ripened re- 
productive body of certain plants. 


Fruits constitute a desirable food for people and 
for many species of animals. Fruit usually con- 
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tains seeds that are protected and nourished by 
the pulp surrounding them. The use of a plant’s 
fruit as food serves the plant because animals that 
eat the fruit disperse the seeds over wide areas in 
the process of consuming and digesting it. A great 
variety of fruits are produced and traded around 
the world. Citrus fruits, including oranges, grape- 
fruits, and lemons, are the most widely traded, 
often in the form of frozen concentrate used for 
juice. Most citrus fruits as well as bananas, pine- 
apples, and mangoes can be grown only in tropi- 
cal or subtropical zones, and there has long been 
active trading between the main production cen- 
ters in Africa, Asia, and Latin America and the 
main consumption areas in Europe and North 
America. 

Other types of fruit grow well in temperate 
climate zones and have historically been less 
widely traded because of their perishability. Tem- 
perate-zone fruits include apples, pears, peaches, 
nectarines, grapes, avocados, strawberries, blue- 
berries, and raspberries. World exports of all types 
of fruit (excluding melons) in 2000 totaled 88.7 
million metric tons, or 19 percent of world fruit 
production. World production of oranges and 
mandarins in 2000 totaled 78.7 million metric 
tons, or about 17 percent of world fruit produc- 
tion in that year. Other important fruit crops in- 
cluded bananas (14.3 percent of world fruit 
production), grapes (13.8 percent), and apples 
(12.7 percent). In 2000, 40 percent of world or- 
ange production was traded, while the figures 
for bananas, grapes, and apples were 22 percent, 
10 percent, and 19 percent, respectively. These 
four types of fruit accounted for about 72 per- 
cent of world fruit exports. 

Ecuador is the leading banana producer and ex- 
porter, accounting for about 10 percent of world pro- 
duction and 29 percent of world exports. Costa Rica, 
Colombia, and the Philippines are other significant 
banana exporters. The primary producer and ex- 
porter of oranges and mandarins is Brazil, which 
accounts for around 26 percent of world produc- 
tion and almost half of world exports. Spain and 
the United States are other important orange export- 
ers. For both grapes and apples, the leading exporter 
is the European Union (EU). Including intra-EU 
trade, in 2000 the EU accounted for 40 percent and 
33 percent of world apple and grape trade, respec- 
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Bananas became a major commodity of international trade in the 
late nineteenth and early twentieth centuries, as this photo of a 
banana-packing warehouse indicates. (Library of Congress) 


tively. China is the leading apple producer, but ex- 
ports limited amounts. The United States is a sig- 
nificant exporter of both apples and grapes, while 
Chile and Turkey are leading grape exporters. 
Most temperate-zone fruits are perishable and 
available only seasonally. Recent advances in trans- 
portation technology have allowed countries such 
as Chile to take advantage of the fact that growing 
seasons in the Southern Hemisphere coincide with 
winters in the North. Chile is a major exporter of 
grapes, peaches, and nectarines destined for mar- 
kets in North America during the winter. Because 
of its perishability, much fruit is processed into 
jams, jellies, juices, and other preserved products. 
These processed fruit products are also widely 
traded. 
E. Wesley E. Peterson 


See also: Food and Diet. 
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FUGGER FAMILY 


A financially powerful family in the fifteenth 
and sixteenth centuries. 


The Fugger family began accumulating its fortune 
during the lifetime of Hans Fugger, a master 
weaver, who settled in Augsburg in 1367. His de- 
scendants took advantage of Augsburg’s strate- 
gic trade location at the Brenner Pass to build a 
financial dynasty based on banking and offering 
loans, a situation made possible by the increas- 
ing willingness of the Catholic Church to ignore 
loopholes that allowed interest to be charged on 
moneylending. 

Under Jacob Fugger II “the Rich,” the family 
achieved such influence on the Hapsburg family 
that Augsburg was made an imperial free city, 
independent of the control of regional aristocrats, 
and the Fuggers were given mining concessions 
that gave them control of large stores of mercury, 
copper, gold, and silver. The Hapsburgs, the rul- 
ing dynasty of Spain and the Holy Roman em- 
pire, desperately needed money to control the 
elections for the papacy, their own empire, and 
to finance explorations of the New World, so they 
looked to the Fuggers for support. In return, the 
family became the Vatican’s bankers for much of 
the sixteenth century and received noble titles 
(count, then prince) from the Hapsburgs. As the 
Spanish reaped huge quantities of precious met- 
als from Mexico and South America, the Fuggers 
advanced them such enormous sums of money 
every year in anticipation of the arrival of the trea- 
sure fleet that, including high interest, much of 
the proceeds went directly into the Fugger coffers. 

As patrons, the Fuggers sponsored palaces, a 
family chapel, and portraits and statuary of Renais- 
sance princes, but they also used their wealth to 
address the increasing overcrowding of Augsburg, 
which, asa free city, attracted refugees from all over 
central Europe. The Fuggeri, a complex of living 
quarters for the workers of Augsburg, was avail- 
able at reasonable rent through the wishes of Jacob 
Fugger II, who also specified that the residents of- 
fer prayers for the family daily, a tradition that con- 
tinues in the surviving units today. 

Fugger power, however, declined in tandem 
with that of its greatest debtor, the Spanish mon- 


archy, which declared bankruptcy in 1557, 1575, 
and 1607, each time defaulting on its increasingly 
high-interest and high-risk loans. The subsequent 
Thirty Years’ War and its depredations to Germany 
further damaged the Fuggers’ business. The 
Fuggers were not crushed by this failure because 
of their diversity of other investments, but they 
ceased to act as the bankers of emperors and kings, 
instead concentrating on regional trade and manu- 
facturing. Three branches of the Fugger family, 
bearing the titles “count” and “prince,” still exist 
today. 

Margaret Sankey 


See also: Renaissance. 
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FUR 


A trade item that became vital to the Euro- 
pean settlement of North America while chang- 
ing the way many indigenous tribes survived. 


As the Puritans of New England and the French 
of Canada arrived and developed their colonies 
in the seventeenth century, both understood that 
no matter what constituted their major reason for 
traveling to the New World, they needed to find a 
way first to survive and then to prosper. Unlike 
the Chesapeake colonies of British North America, 
and the fertile sugar-producing islands of the West 
Indies, the land of New England and Canada was 
not suited for the production of cash crops or for 
large-scale staples production. What both found 
was a heavily forested wilderness teeming with 
native peoples and animals, and, as the Europe- 
ans and indigenous tribes worked to establish a 
relationship, trade served an important role in this 
early cultural interaction. 

As the Europeans traded with the Native 


The fur trade was a major impetus for the European exploration and conquest of North America between the seventeenth and twentieth 
centuries. Shown here is an Inuit fur trapper of the early twentieth century with his load of pelts, the raw product from which furs are derived. 
(Library of Congress) 
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Americans, they noticed that they were skillful 
hunters willing to exchange furs for a variety of 
goods. After acquiring furs through trade with 
these hunters, Canadian and New England mer- 
chants sent the furs back to Europe, where, be- 
cause the wearing of fur was becoming a vital part 
of elite fashion, increasing demand meant increas- 
ing profits. At the same time, colonists used the 
furs to clothe themselves and protect themselves 
from the harsh winters. 

The realization of the profits available through 
the fur trade created a quick expansion of the 
trade and at the same time increased government 
regulation. In New France (Canada), fur traders 
were expected to give one-quarter of the value of 
their furs to the king. Some traders quickly dis- 
covered that Native Americans had a weakness 
for alcohol, and they plied them with drinks un- 
til they were willing to give up all their furs. At 
the same time, some Europeans, especially the 
French coureurs de bois (unlicensed traders), de- 
cided to cut out the middlemen and trap the furs 
themselves. The fur trade quickly became respon- 
sible for the rapid movement of Europeans 
throughout North America as the coureurs de bois 
became highly efficient through their adaptation 
of native ways. 

While the fur trade was profitable for some, 


it also had many negative consequences. Furs are 
a natural resource and the increasing demand 
for fur quickly caused areas to be overtrapped, 
often eliminating local populations of animals 
such as beaver. The fur trade created many prob- 
lems for the Native Americans. At first, they ex- 
changed their small surplus of furs for European 
commodities but, as the Europeans demanded 
more, they started to change their ways to meet 
this demand. As some tribes began focusing en- 
tirely on fur trapping, the Native Americans 
gradually became more dependent on the Euro- 
peans and, as areas became depopulated, they 
needed to move ever farther away from their tra- 
ditional tribal lands. This brought them onto the 
tribal lands of others, thereby initiating conflicts 
between native groups seeking to profit from the 
fur trade. 


Ty M. Reese 


See also: Columbian Exchange. 
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GANDHI, MOHANDAS 
(1869-1948) 


An attorney, social activist for Indian rights in 
the late nineteenth- and early twentieth- 
century South Africa, and the most prominent 
leader of Indian independence and social jus- 
tice movements from 1915 to 1948. 


Mohandas Gandhi became the leading theorist 
and practitioner of active nonviolent resistance 
in the twentieth century. In 1885, Gandhi trav- 
eled to London to study at the Inner Temple, one 
of the four Inns of Court around the Royal Courts 
of Justice there. In 1891, he completed his studies 
and became a barrister. As a student in London 
he was exposed to a wide array of ideological 
views, including those of Indian nationalists, veg- 
etarian reformers, and theological activists es- 
pousing a direct relation between the individual 
soul and the divine principle through personal 
contemplation. 

In May 1893, Gandhi moved to South Africa 
after having received an offer from a Porbandar 
Muslim firm to settle a lawsuit involving Indian 
laborers. He remained in South Africa until 1914. 
Financially successful, he also became concerned 
about the treatment of Indians by the white South 
African government. In 1894, he formed the Na- 
tal Indian Congress. As spokesman for the Indian 
community, he wrote letters and pamphlets es- 
pousing Indian rights while encouraging his 
brethren to adopt a program of English educa- 
tion, English sanitary habits, and community re- 
sponsibility. During the Boer War of 1899 and the 
Zulu Rebellion of 1906, Gandhi formed an Indian 
volunteer ambulance corps and did volunteer 
nursing in a hospital. 

The imposition of new restrictions on Indian 
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residence and trading rights in the Transvaal 
Colony led Gandhi to establish a newspaper, the 
Indian Opinion, in 1903. Increasing restrictive leg- 
islation against the minority Indian population 
resulted in a mass declaration on September 6, 
1906. Johannesburg Indians announced their in- 
tention to, according to Judith Brown, refuse to 
“obey a new registration law, inaugurating the 
nonviolent civil disobedience for which Gandhi 
soon invented the name Satyagraha (truth-force).” 
Because of his political activities, Gandhi was 
jailed three times in 1908 and 1909, the last time 
at hard labor. While debating Indian terrorists in 
London in 1909 and communicating with Count 
Leo Tolstoy, the Russian pacifist, Gandhi pub- 
lished his fundamental essay on nonviolent na- 
tionalism, “Hind Swaraj” (Indian Home Rule). 
When he returned to South Africa, he conducted 
experiments in labor, food, and health to promote 
his views on nonviolent action. In 1913, the South 
African government instituted a new series of 
anti-Indian acts that, according to James Hunt, 
resulted “in a large-scale strike of Indian sugar and 
coal workers in Natal, and a march of over 2,000 
Indians led by Gandhi into the Transvaal.” The 
employment of Satyagraha concluded in the In- 
dians Relief Act of 1914. Gandhi's strategy in- 
volved attacking the economic base of unjust 
racial policies through a policy of nonviolence. 
Boycotting South African production and trade 
policies produced a measure of victory and en- 
abled Gandhi to return to his native land. 


GANDHI AND INDIAN 
INDEPENDENCE 


In 1915, at age forty-five, Gandhi arrived in 
Bombay. Considered a national hero, he was 
given the title Mahatma (Great Soul). In the in- 
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Mahatma Gandhi understood the importance of trade for empire 
and used the boycott of British goods as a method for driving India’s 
imperial rulers out of the subcontinent. (Library of Congress) 


dustrial city of Ahmedabad in his native Gujarat, 
Gandhi established an ashram (community), where 
he continued training his core of disciplined fol- 
lowers. In 1917, he led a strike of mill workers in 
Ahmedabad and a peasant strike in the district of 
Kheda. After World War I (Gandhi supported mili- 
tary service during the conflict as a claim for full 
partnership), the continuation of wartime antiter- 
rorist legislation under the Rowlett Act thrust 
Gandhi into the national limelight when he called 
for a nationwide one-day work stoppage in April 
1919. According to Hunt, the unforeseen distur- 
bances accompanying the protest “led to a brutal 
repression in Amristsar, where 379 unarmed civil- 
ians were killed.” Gandhi received an appoint- 
ment to the investigation committee of the Indian 
National Congress (INC) and constructed a report 
that contradicted the official account presented by 
the ruling British government. 

By 1920, Gandhi had accumulated significant 
political power within the INC. He organized an 
effective campaign that reached into the villages 
to begin his first mass noncooperation campaign, 
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calling for the boycott of the schools, law courts, 
polls, legislative councils, and perhaps eventually 
taxes, as well as the renunciation of foreign goods. 
His movement for Indian independence from 
British rule advocated Indian self-reliance. In 1922, 
British judges sentenced him to six years in prison, 
but he was released in 1924 because of ill health. 
In 1929, he called for complete independence. 
Throughout the 1920s, according to Judith Brown, 
Gandhi had experimented “with a whole range 
of symbolic and small-scale modes of Satyagraha, 
such as refusing to wear foreign cloth, selling 
banned books and papers, [and] making salt ille- 
gally.” On March 12, 1930, in one of his most dar- 
ing acts of civil disobedience, later called the 
Gandhi Salt March, he walked 240 miles to the 
sea at Dandi, where, as Hunt describes, he inten- 
tionally made salt “and launched a national wave 
of protest resulting in the jailing of over 60,000 
men and women.” Again, British officials sen- 
tenced him to jail. In 1931, he won his release af- 
ter negotiating the “Gandhi-Irwin Pact” with the 
viceroy, thus ending the protests with a compro- 
mise on the salt issue. 

The coming of war in 1939 led to further calls 
for independence. In these struggles, Gandhi's 
“constructive program” focused on three functions 
of civil disobedience: to redress a local wrong; to 
rouse consciousness of a particular wrong; and in 
the struggle for political freedom, to concentrate 
on a particular issue like freedom of speech. He 
expressly warned that “civil disobedience can 
never be directed for a general cause such as in- 
dependence. The issue must be definite and ca- 
pable of being clearly understood within the 
power of the opponent to yield.” In October 1940, 
he conducted a number of “individual satya- 
grahas” aimed at opposing Britain’s refusal to let 
Indians decide their own participation in the In- 
dian army. In 1942, Gandhi declared a “Quit 
India” campaign; he and other INC leaders re- 
mained jailed until 1944. His nonviolent cam- 
paigns netted him a total of 2,338 days in the 
prisons of South Africa and India. 

India finally achieved independence in 1947. 
Independence occurred at the same time as the 
partitioning of the subcontinent as Muslim Paki- 
stan separated from predominantly Hindu India. 
For years, Gandhi sought to ease tensions be- 


tween the Hindus and Muslims, arguing that they 
belonged to one nation. On January 30, 1848, in 
New Delhi, a Hindu assassinated him, blaming 
Gandhi for the partition because of his sensitiv- 
ity to India’s Muslim minority. 

Gandhi became the first person to demon- 
strate effectively the strength of nonviolent civil 
disobedience. Many of his protests focused on 
economic and trade issues. His “constructive pro- 
gram” concentrated on social and economic up- 
lift for India’s millions. More than any other 
person in the twentieth century, with the possible 
exception of Martin Luther King Jr, Gandhi dedi- 
cated his life to peace and economic justice. For 
him, no distinction existed between one’s public 
and private life. He insisted that “the public and 
political domain, as much as the life of the indi- 
vidual, must be seen as a moral enterprise, as the 
arena in which men and women must seek after 
ultimate truth and love according to it.” 


Charles FE. Howlett 


See also: British Empire; Salt. 
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GARAMANTIAN EMPIRE 


An ancient civilization located in the south- 
western region of present-day Libya. 


The Garamantian empire existed during the 
Greco-Roman period from approximately 500 B.c.k. 
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to 500 c.z. Roman sources indicate that the 
Garamantes were nomadic people who frequently 
raided the coastal cities of the southern Mediterra- 
nean Sea. Living on the edge of the Sahara between 
sand and rock, the citizens of the empire relied on 
the small amount of annual rainfall to replenish 
their water source each year. A complex irrigation 
system stretched for thousands of miles into the 
desert from the capital oasis of Garama (present- 
day Germa). Agricultural production provided for 
the needs of the local population, while income 
from trade was obtained by selling animals such 
as lions to the Romans for their gladiatorial games. 

Evidence of trade between the two civiliza- 
tions is also indicated by recent archaeological 
finds that reveal the existence of hypocaust tiles 
and flue tiles used for the construction of Roman 
baths. If the evidence proves to be substantiated, 
the Roman bath at Germa will be the southern- 
most bath ever located. The distance the tiles 
would have been transported would have ex- 
ceeded 620 miles. Garamantian burial tombs also 
indicate exposure to Greek, Roman, and Egyp- 
tian burial sites. Of the 10,000 sites discovered so 
far, some have been styled after the Greco-Roman 
mausolea, while others are 6- to 13-feet-high pyra- 
mids that each contain over 100 monuments. Un- 
fortunately, most of the tombs were raided 
centuries ago, removing all evidence of imported 
goods that might have been considered luxury 
items at the time. 

Besides exchanging live animals with the Ro- 
mans, the Garamantes also produced quite a bit 
of jewelry made from ostrich eggshells and car- 
nelian stone beads. They engaged in textile pro- 
duction and metalworking as well. During the 
formation of the Garamantian empire, the rain- 
fall in the region remained sufficient to maintain 
an irrigation system after the shift of the south- 
west monsoons from the region. When the rain- 
fall started to decline again, the Garamantes 
attempted to compensate for the inadequate wa- 
ter supplies necessary to sustain their irrigation 
systems by digging deep wells and reducing the 
number of acres under cultivation. This period 
corresponds with the development of walled cita- 
dels, a reorganization of society, and the reliance 
on long-distance trade across the Sahara. Located 
on the north-south route between the Mediter- 
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ranean and the sub-Saharan region, the Garaman- 
tian empire sought to capitalize on the trade be- 
tween the two regions. 

Interestingly, ancient sources indicate that the 
Romans sought to conquer the empire but failed, 
even though the indigenous population lacked 
the weapons to defeat the Roman army. The em- 
pire continued to exist, although in a weakened 
state, as a result of a reduction in annual rainfall. 
Eventually, the civilization declined and disap- 
peared. In the nineteenth century, archaeologists 
discovered its ancient ruins. 


Cynthia Clark Northrup 
See also: Roman Empire. 
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GEMSTONES 


Minerals or stones that are used in jewelry 
after being cut or polished. 


There are many varieties of gemstones, includ- 
ing agate, alexandrite, amethyst, ametrine, aqua- 
marine, chalcedony, citrine, diamond, emerald, 
garnet, iolite, jade, lapis lazuli, onyx, opal, pearl, 
peridot, ruby, sapphire, spinel, tanzanite, topaz, 
tourmaline, turquoise, and zircon. 

Gems have been traded and treasured since 
ancient times. The ancient Persians believed that 
the world rested on a giant sapphire and the re- 
flection of the stone created the brilliant blue sky. 
Some believed that Moses received the Ten Com- 
mandments from God carved on tablets of sap- 
phire. The association of sapphire with the 
heavens meant that kings and priests often used 
the stone in their crowns or ornaments. Ancient 
sources for sapphire were Sri Lanka and Thailand 
as well as the African continent, in areas such as 


Gemstones, which are both valuable and portable, have been a 
major source of licit and illicit trade since ancient times. Here, a 
Pakistani roadside gem seller displays his wares. 

(© Akhtar Soomro/Dean Pictures/The Image Works) 


present-day Nigeria and Kenya. The demand for 
sapphire by the ruling elites helped to maintain 
the price of the gem at a relatively high level. It is 
one of the most sought-after gemstones and the 
deepness of the blue color, along with cut and clar- 
ity, determines its value. 

Another gemstone that has been prized since 
ancient times is the ruby. The stone’s red color de- 
notes blood and romance. Ancient legend states 
that God placed a ruby around the neck of Aaron, 
the high priest of the Israelites. The ancient mines 
at Myanmar and Mogok produced rubies with the 
most brilliant color of red, which were the most 
expensive. Emperors and kings purchased rubies 
from India during the Middle Ages and later. Ru- 
bies were one of the most expensive luxury items 
traded between the Far East and the West. 

Another important gemstone was the emer- 


ald. Believed to represent love and rebirth as well 
as giving the gift of intelligence and eloquence 
to the wearer, the ancient Egyptians used this 
gemstone in their burial tombs. During the reign 
of Cleopatra, emeralds were mined from the area 
of the Red Sea. The ancient Romans, including 
the emperor Nero, wore emeralds. According to 
the ancient historian Pliny, nothing soothed the 
eyes like the color green, and the emerald was 
the greenest green. Highly prized by royalty, the 
gemstone was discovered in the Americas and 
brought back for the use of kings and queens 
during the age of discovery. The Mughal emper- 
ors of India also prized the stone so much that 
they had their names carved on the face of one 
stone in particular, which is now part of the Brit- 
ish Imperial Crown. 

The ancient Mesopotamians, Egyptians, Per- 
sians, Greeks, and Romans traded for lapis lazuli, 
which is brilliant blue in color. Although the stone 
has a low degree of hardness and therefore 
scratches easily, it was thought to possess aphro- 
disiac powers and protected the soul. The stone 
was ground into a powder used during the 
Middle Ages to produce the brilliant blue tones 
used in paintings of both the sea and the sky. Mod- 
ern sources of the stone are located in Afghani- 
stan, Colorado, and Chile. 

Turquoise is a gemstone that is often thought 
to possess powerful metaphysical powers. In the 
Aztec culture, it was reserved for the gods. In the 
Americas, most turquoise was mined in the South- 
western portion of the United States. The Native 
American cultures believed that warriors who wore 
the stone would be protected or would be able to 
aim a weapon more accurately. In the Middle East, 
most turquoise was mined in Iran, Tibet, or China, 
and was not as sought after by the upper classes as 
were sapphires, rubies, or emeralds. 

Many gemstones have been traded over time 
and across great distances, but it is the diamond 
that has emerged as the most marketed gemstone 
in the modern world. Diamonds are formed from 
carbon that has been highly pressurized under 
extremely high temperatures. With a melting point 
of 7,232 degrees Fahrenheit, a diamond is valu- 
able because of its rarity. The most expensive dia- 
monds are colorless. Clarity and cut also determine 
the price of the diamond. The diamond trade fol- 
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lowed the established trade routes from the Far 
East through Venice, the city that controlled the 
diamond trade throughout the thirteenth century. 
By the fourteenth century, Lisbon had emerged 
as the diamond center of Europe after the discov- 
ery of a direct route to the East. The Jewish mer- 
chants, who had to move frequently from one 
place to another throughout much of history, 
transported their wealth in diamonds—the stones 
were lighter than the equivalent in gold and easier 
to conceal. As Jewish merchants were forced from 
eastern Europe to more liberal countries, the dia- 
mond trade followed with them. During the thir- 
teenth century, the Belgium city of Bruges became 
the center of the diamond trade. During the four- 
teenth century, Amsterdam, with its religious tol- 
erance, was a safe haven for the Jews, so the city 
developed into the largest diamond-trading cen- 
ter of the world until after World War II. The dia- 
mond exchange continues to function there, and 
the diamond-cutting capital of the world is now 
in Antwerp. 

During the late nineteenth century, Cecil 
Rhodes founded the De Beers mining company 
in South Africa. Although a competitor threatened 
his monopoly on the mining industry, the two 
companies were united under the leadership of 
Ernest Oppenheimer in 1929. The marketing strat- 
egy of the firm was to limit the number of dia- 
monds on the market and thereby ensure a high 
price for the gemstones. In addition, extensive 
marketing campaigns made the diamond the gem 
of choice for engagement and wedding rings. 
Known for its endurance and strength, the dia- 
mond remains one of the most desired gems to- 
day. The image helps to sustain the value of the 
gemstones, even though other stones, such as ru- 
bies, are even more rare. 


Cynthia Clark Northrup 


See also: Amsterdam; Diamonds; South Africa. 
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GENERAL AGREEMENT ON 
TARIFFS AND TRADE 


Aset of multilateral agreements signed in 1947 
by twenty-three countries in Geneva, Switzer- 
land, aimed at eliminating obstacles to world 
trade in manufactured and agricultural goods. 


In addition to the goal of eliminating impediments 
on trade, the General Agreement on Tariffs and 
Trade (GATT) also represents a code of conduct 
and procedures for resolving trade-related dis- 
putes among nations. The name GATT, however, 
has been more commonly used to refer to the in- 
ternational forum with a secretariat in Geneva 
that provided the framework for the negotiation 
of these trade agreements. On January 1, 1995, 
the GATT ceased to exist as an institution when 
the World Trade Organization (WTO) went into 
effect. At the time of the termination, 111 coun- 
tries subscribed to GATT as full-contracting par- 
ties and 22 nations held limited membership. 
Together, these countries conducted about 90 per- 
cent of world trade. 


ORIGINS OF GATT 


GATT is widely credited with facilitating the ro- 
bust growth of world trade in the latter half of 
the twentieth century. The agreements negotiated 
under the auspices of GATT cumulatively reduced 
average tariffs on the world’s industrial goods 
from 40 percent of their market value in 1947 to 
less than 5 percent in 1993. The GATT agreements 
did not govern diplomatic relations between con- 
tracting parties. During the Cold War, most of the 
world’s communist states were excluded from 
GATT membership. Neither did GATT deal with 
embargoes and other trade-denying measures 
taken for national security reasons. Trade accords 
signed at GATT conferences were subject to rati- 
fication by each national government in accor- 
dance with its constitutional process. 

The emergence of GATT as a sustained forum 
for discussing international trade matters in the 
post-World War II period owes much to Ameri- 
can commercial policy since the 1930s. As the 
world searched for ways out of the economic dis- 
locations caused by the Great Depression, officials 
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in the U.S. State Department, most notably Presi- 
dent Franklin D. Roosevelt's secretary of state, 
Cordell Hull, pushed for orderly reductions of 
trade barriers as the basis for a lasting world peace. 
Their vision and policy initiatives culminated in 
the passage of the Reciprocal Trade Agreement 
Act (RTAA) of 1934, in which Congress shared its 
authority to set the nation’s tariff rates with the 
president by allowing him to enter into bilateral 
tariff-cutting negotiations with foreign countries. 
The RTAA was renewed and modified periodi- 
cally thereafter and provided the domestic legal 
basis for U.S. negotiations of reciprocal trade 
agreements with foreign governments. Con- 
gress’s most important remaining tool for control- 
ling negotiations at GATT conferences was its 
deliberations over the extension of this enabling 
legislation. 

In the early postwar period, the U.S. govern- 
ment sought to expand its trade liberalization ef- 
forts, which had been limited mostly to bilateral 
meetings with Latin American countries and war- 
time allies, into a multilateral framework. It 
proposed a multilateral institution called the Inter- 
national Trade Organization (ITO) to preside over 
an orderly elimination of trade barriers and provide 
acommon mechanism for addressing trade-related 
disputes. The ITO was also expected to function 
as a multilateral institution parallel to the Interna- 
tional Monetary Fund and the International Bank 
for Reconstruction and Development (the World 
Bank), both created at a United Nations conference 
in Bretton Woods, New Hampshire, in July 1944. 
In 1948, an international meeting in Havana, Cuba, 
produced the Havana Charter, which spelled out 
the terms of the proposed ITO. The General Agree- 
ment on Tariffs and Trade had been drawn up the 
previous October to record the results of an ongo- 
ing multilateral tariff conference in Geneva. GATT 
thus incorporated many of the commercial policy 
provisions of the ITO draft charter. 

When it became clear that the U.S. Senate 
would not ratify the Havana Charter and the ITO 
would not materialize, the General Agreement, 
with minor modifications, was adopted as the 
foundational document for a new international 
trade forum. It also set the ground rules for con- 
ducting future multilateral trade negotiations and 
conflict resolution. 
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One of the key principles informing GATT as 
an international trading regime was the rule of 
nondiscrimination. This notion was embedded in 
GATT’s unconditional most-favored-nation (MEN) 
provisions. It requires that a trade benefit given to 
a contracting party must be shared by all other 
GATT member nations. For example, once a GATT 
contracting party and its leading trade partner have 
agreed to a tariff reduction on an item, the conces- 
sion extends automatically to others. Also implicit 
in this principle was the notion of procedural trans- 
parency. Tariffs, because of their visibility and uni- 
versal applicability to all imports passing through 
national borders, were considered the best means 
for ensuring transparency. An escape clause (Ar- 
ticle 35), however, permitted contracting parties to 
withhold MEN treatment from new GATT mem- 
bers under certain circumstances. 

Multilateralism was also a basic GATT prin- 
ciple. GATT member nations were not to engage 
in the bilateral deal making and exclusionary bloc 
transactions that had characterized world trade 
in the 1930s and during World War II. This prin- 
ciple stemmed from the U.S. trade policy plan- 
ners’ belief that bilateral negotiations under the 
prewar RTAAs had been innately limiting and 
had, in some cases, contributed to the contrac- 
tion of trade. In GATT’s early years, the enforce- 
ment of the multilateral principle was fiercely 
resisted by Great Britain and most of its Common- 
wealth partners, who regarded it as an assault on 
the British Imperial Preference System. Contract- 
ing parties, including the United States, made 
many back-channel bilateral arrangements, such 
as voluntary export restrictions, to circumvent this 
principle. 

Finally, the principle of reciprocity was at the 
foundation of GATT: No contracting party was re- 
quired to grant unilateral concessions or conces- 
sions without adequate “mutually advantageous” 
concessions. GATT made a basic distinction be- 
tween tariffs and other trade-restricting measures. 
Only tariffs and surcharges, and not import quo- 
tas or other quantitative restrictions, were consid- 
ered legitimate means of protecting domestic 
industry within the GATT system. GATT, however, 
contained exemption clauses (notably Articles 12 
and 19) that permitted contracting parties to re- 
sort to nontariff, numerical controls as a tempo- 
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rary measure in stipulated circumstances, such as 
balance-of-payments difficulties and acute distress 
experienced by domestic industry because of a re- 
cent tariff concession. 


GATT MEETINGS 


During its forty-seven-year-long existence, GATT 
sponsored eight major multilateral tariff meetings 
(“rounds”), beginning with the one held in Geneva 
in October 1947, where the drafting and signing 
of the General Agreement took place concurrently. 
The two ensuing conferences in Annecy, France 
(1949), and Torquay, England (1951), were held 
primarily to handle the accession of countries that 
had not taken part in the inaugural Geneva Round, 
and the tariff concessions produced there were lim- 
ited in scope. Beginning with the next round 
(1956), all subsequent negotiations, each multiyear 
in duration, took place mainly in Geneva. The 
rounds held between 1960 and 1962 and between 
1964 and 1967 bore the names of their organizers 
(e.g., U.S. Undersecretary of State Douglas Dillon 
and President John FE Kennedy). The convening 
of the 1960 to 1962 round reflected the American 
intention to harness Western Europe’s drive for 
regional integration, which was then embodied in 
the establishment of the European Economic Com- 
munity (EEC). 

The 1964 to 1967 negotiations, popularly 
known as the Kennedy Round, produced the 
greatest number and scope of concessions up to 
that point in GATT’s history. Nearly fifty nations 
participated and an average cut in tariff rates of 
one-third was achieved, but a great number of ag- 
ricultural commodities were exempted from the 
negotiations and left for future discussions. The 
seventh meeting, the Tokyo Round (1973-1979), 
involved ninety-nine contracting parties and gave 
special attention to various nontariff barriers, such 
as internal administrative requirements, and the 
needs of the developing world. The eighth and 
final GATT tariff conference, known as the Uru- 
guay Round, lasted the longest, from 1986 to 1994. 
The resulting documents called for global tariff re- 
ductions on manufactured goods by an average 
of 40 percent, major cuts in agricultural subsidies, 
and trade liberalization in the service sectors, such 
as banking, insurance, and securities. 
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The Uruguay Round was also notable for its 
engagement with emerging concerns in interna- 
tional trade, such as the protection of intellectual 
property rights and the impact of trade on the 
natural environment. A GATT committee on en- 
vironment, which had been organized in 1971 but 
remained inactive, met for the first time in 1991 
as part of Uruguay Round discussions. During 
that round, GATT contracting parties also voted 
to establish a new organization, the WTO. This 
institution monitors and regulates international 
trade and reduces barriers to trade in services and 
other areas not affected by the GATT agreements. 
The WTO’s secretariat is located in Geneva, Swit- 
zerland, and the organization now embraces more 
than 140 countries, including countries of the 
former Soviet bloc and China, making it a more 
broadly global institution than was GATT. 


Sayuri Guthrie-Shimizu 


See also: World Trade Organization. 
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GENERAL ELECTRIC 
COMPANY 


A leading diversified technology, manufactur- 
ing, and services company, with sales of ap- 
proximately $145 billion in 2003. 


A century old, the General Electric Company to- 
day employs over 300,000 people worldwide. It 
operates in over 100 countries, with 250 manu- 
facturing plants in 26 nations. The company traces 
its history to the famous inventor Thomas Alva 
Edison, who designed the first incandescent light- 
bulb in 1879. His company, the Edison Electric II- 
luminating Company, attracted the interest of 
banking tycoon J.P Morgan, who helped finance 
an early electrical distribution system based on 
direct current. At the end of the 1880s, Morgan 
and railroad magnate Henry Villard helped 
Edison consolidate a number of electrical compa- 
nies into the Edison General Electric Company. 
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In 1892, Morgan and Villard chartered the Gen- 
eral Electric Company by combining Edison’s 
company with the Thomson-Houston Company, 
which employed different electrical systems. Gen- 
eral Electric (GE), therefore, brought together in 
a single concern manufacturers of alternating and 
direct-current equipment, of arc and incandescent 
lighting, and of electric equipment for transpor- 
tation purposes. With an expanded research staff 
and the superior managerial talents of the 
Thomson-Houston officials, GE was in a position 
possibly to dominate a growing industry. It still 
faced, however, stiff competition from the 
Westinghouse Corporation, and for several years 
the two competitors launched extensive patent 
litigation. Finally, in 1896 the two pooled their 
patents and agreed to pay royalties to the other if 
either exceeded sales quotas. 

In the years that followed, GE’s research lab 
employed many scientists to create electrical prod- 
ucts for daily use. Their record was impressive, 
including over the decades advances in such ar- 
eas as air conditioning, radio, medical equipment, 
and air travel. Around their homes, Americans 
enjoyed improvements in such products as the 
electric fan, toaster, electric range, and refrigera- 
tor. The company prospered, rapidly extending 
its operations globally. Throughout the 1920s, GE 
invested heavily in Europe and even in the So- 
viet Union, which the United States had not yet 
recognized. With Westinghouse, GE formed the 
Radio Corporation of America. During the Great 
Depression, GE formed its own financing com- 
pany, GE Capital, to assist people to purchase 
company products. By the 1960s, GE Capital had 
expanded into broader markets. 

During World War II, GE played a pivotal role 
in supplying needed electrical equipment, but 
chaffed at federal regulations demanding that war 
industries bargain collectively with their employ- 
ees. Worried that this regulation might encour- 
age the American Federation of Labor to establish 
itself in its factories, GE established its own union, 
a tact that over 100 other large corporations soon 
adopted. 

After the war, GE was an integral part of what 
President Dwight D. Eisenhower termed the “mili- 
tary-industrial complex.” The company’s innova- 
tions were important as each side struggled for 
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Since its founding in the early twentieth century, the General Electric Company has been one of America’s leading manufacturers and 
exporters. Shown here are early twentieth-century workers receiving the technological training critical to the company’s innovations. 
(Library of Congress) 


technological advantage and, therefore, the com- 
pany received much of its income from defense 
contracts. It even employed future president 
Ronald Reagan as its spokesman. In recent years, 
GE has sought to further diversify and globalize 
its operations, in terms of both raw materials and 
products. 


Brooks Flippen 
See also: Electricity; Edison, Thomas Alva. 
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GENERAL THEORY OF 
EMPLOYMENT, INTEREST, 
AND MONEY, THE 


A work by the British economist John Maynard 
Keynes of King’s College, Cambridge, which 
founded Keynesian macroeconomics, an ana- 
lytical framework in which public and pri- 
vate spending decisions affect output and 
employment. 


John Maynard Keynes’s The General Theory of 
Employment, Interest, and Money analyzed the de- 
termination of aggregate output and employ- 
ment. Written during the Great Depression, the 
General Theory argued that governments could 
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John Maynard Keynes took a leading role in the Bretton Woods 
monetary settlement that established the International Monetary 
Fund and the World Bank at the end of World War II. Keynesian 
ideas shaped macroeconomic policymaking in the industrial coun- 
tries for a quarter-century after the war. (AP/Wide World Photos) 


use expansionary fiscal and monetary policy, 
stimulating aggregate demand, to reduce unem- 
ployment and increase national income. Keynes 
denied that market forces would automatically 
restore full employment in a monetary economy 
after demand shocks in the absence of active gov- 
ernment stabilization policy. Keynes took a 
leading role in the Bretton Woods monetary 
settlement that established the International 
Monetary Fund and the World Bank at the end 
of World War II, and Keynesian ideas shaped 
macroeconomic policymaking in the industrial 
countries for a quarter-century after the war. In 
the Bretton Woods negotiations and in his “Notes 
on Mercantilism” in the General Theory, Keynes 
held that maintaining the autonomous ability of 
national policies to stabilize employment is more 
important than the unrestricted international 
movement of goods and funds. 

In the 1920s, Keynes had pioneered analysis 
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of the forward market for foreign exchange and 
had warned that Britain’s 1925 return to the gold 
standard at an overvalued exchange rate would 
necessitate domestic deflation and unemploy- 
ment. At the beginning of the Great Depression, 
Keynes advocated a protective tariff as a politi- 
cally acceptable substitute for devaluation, drop- 
ping his tariff proposal in 1931 when Britain left 
the gold standard and allowed the pound to de- 
preciate against other currencies. The analysis of 
the General Theory dealt formally only with a 
closed economy. Keynesian macroeconomics was 
extended to open economies by Keynes’s associ- 
ate James Meade and, most influentially, by Rob- 
ert Mundell and J. Marcus Fleming. The 
Mundell-Fleming or IS-LM-BP (where IS is the 
investment-saving equilibrium curve for the 
goods market, LM is the liquidity-money equilib- 
rium curve for the money market, and BP the 
balance-of-payment equilibrium curve for the 
foreign exchange market) model is an open- 
economy extension of the interpretation of 
Keynes's General Theory presented in John Hicks’s 
IS-LM diagram. 

This framework for analyzing the simulta- 
neous determination of aggregate income, inter- 
est rates, and exchange rates continues to be 
widely used. Post-Keynesian economists criticize 
the IS-LM-BP framework for neglecting Keynes’s 
insight that private investment is volatile because 
of limited knowledge of the future. In contrast, 
New Classical economists claim that Keynes un- 
derestimated private-sector stability and that gov- 
ernment attempts at stabilization cause instability 
and inflation. 


Robert W. Dimand 


See also: Economic Consequences of the Peace, The; Great De- 
pression; Keynes, John Maynard. 


BIBLIOGRAPHY 

Clarke, P The Keynesian Revolution in the Making, 1924-36. 
Oxford: Clarendon, 1988. 

Dimand, R.W. The Origins of the Keynesian Revolution. Stanford: 
Stanford University Press, 1988. 

Harcourt, G.C., and PA. Riach, eds. A “Second Edition” of the 
General Theory. New York: Routledge, 1997. 

Moggridge, D.E., and E.A.G. Robinson, eds. Collected Writ- 
ings of John Maynard Keynes. New York: Cambridge Uni- 
versity Press for the Royal Economic Society, 1971-1989. 


GENOA 


A major port city located on Italy’s Ligurian 
coast. 


Genoa’s fine natural harbor attracted native 
Ligurian people and seafaring ancient merchants 
since at least the fifth century B.c.z. Trade-minded 
Etruscans also settled there, and Rome had strong 
contacts with the city by the outbreak of the Sec- 
ond Punic War (218 B.c.£.). Hannibal sacked Genoa 
in 205 for cooperating with Rome, but the Romans 
quickly rebuilt it as a base from which to control 
Liguria. 

Little is mentioned in Roman historical 
sources about Genoa (Genua), though the geog- 
rapher Strabo mentions the major goods that 
flowed through the city: local timber (especially 
good for shipbuilding), hides, honey, wool fells, 
and amber, exchanged for olive oil and wine. A 
minor outpost on the Roman Aemilian Way, in 
the later empire it became a major seaport for 
western Lombardy, including Milan and Pavia. 
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As the Roman empire disintegrated, like much of 
Italy, Genoa fell under Ostrogothic, then Byzan- 
tine, then Lombard, and then Frankish rule from 
the fifth through the ninth centuries. With few 
natural resources at its disposal, Genoa relied on 
maritime trade, which had all but disappeared. 
North African Muslims sacked the city in 934-935, 
and there is some indication it was a local center 
of the cloth trade. Apparently abandoned for 
some years, by the eleventh century the Genoese 
were counterraiding Muslim holdings in Sardinia 
and Corsica and trading in North Africa. By at 
least 1065, Genoese ships were found in Syrian 
ports, having gained leverage that would make 
them extremely valuable to the crusader armies. 
During this time, Genoa emerged as an indepen- 
dent-minded city that ran most of its own affairs. 

The revival of the northern Italian economy in 
the High Middle Ages meant both a supply of 
goods to ship out and a demand for goods from all 
over the Mediterranean and beyond. The landed 
aristocracy of the early Middle Ages became the 
merchant aristocracy of the twelfth and thirteenth 


A bird’s-eye view of the harbor and city of Genoa, Italy, circa mid-nineteenth century. Genoa’s natural harbor attracted native Ligurian 
people and ancient seafaring merchants since at least the fifth century B.c.e. (Library of Congress) 
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centuries. Genuense ergo mercator—Genoese there- 
fore a merchant—was a valid cliché. War, especially 
at sea, went hand in hand with the development 
of markets. Genoese aid to the Castilian reconquista 
against the Moors was exchanged for a near mo- 
nopoly on Spanish seaborne trade before Cata- 
lonia’s rise in the 1300s. Genoese merchants held a 
privileged place in Constantinople from 1155 un- 
til being evicted by the victorious Venetians in the 
wake of its capture and sack in 1205. After 1261, 
the restored Greek monarchy cut off the Venetians 
and reinstated the Genoese. The Genoese empire 
also supported the Genoese control of the eastern 
Aegean region. Rivalry with nearby Pisa ended in 
1284 with the naval victory of Meloria. Venice 
proved more resilient, and Genoese power had 
clearly waned after four wars (1255-1381). In this 
struggle, control of trade in the eastern Mediterra- 
nean was at stake. In the years before the fourth 
war ended, trade with Alexandria alone amounted 
to well over half of the total value of its overseas 
commerce. The Genoese had colonies in the Black 
Sea, through which they gathered goods from the 
Silk Road and the Golden Horde, and slaves for 
Muslim and Christian markets, and through one 
of which, Caffa, they supposedly imported the 
Black Death into the Mediterranean and Europe. 

The rulers of Cyprus relied on Genoese ships, 
and the Genoese used Cypriot ports as bases for 
Levantine and Armenian trade. Beginning in 
1277, Genoese ships sailed into the Atlantic, di- 
rectly trading with London and continental ports 
as far north as Bruges. Its merchants also pen- 
etrated inland trade routes, from Milan to central 
Europe and through the Aquitaine to thirteenth- 
century French fairs. With such far-flung offices, 
colonies, and customers, medieval Genoese were 
in the forefront of developing instruments of com- 
mercial credit, new forms of commercial partner- 
ship, and insurance. Genoese shipbuilders were 
also instrumental in developing both round ships 
and galleys into more spacious and reliable con- 
veyances, and in advancing navigation tools and 
techniques. 


GENOA AND THE AGE OF 
EXPLORATION 


The fifteenth century saw the rise of the impor- 
tant Banco San Giorgio, which dominated 


Genoese finance until the eighteenth century. 
Genoa fell under foreign domination by Milan 
(1421-1436) and Milan and France (1463-1499). 
Genoa’s fortunes declined further with the fall 
of Constantinople, the shift of economic activity 
from the Mediterranean to the Atlantic seaboard, 
the rebellions along the Ligurian coast, and the 
continuation of traditional interfamily strife. In 
1522, the Spaniards sacked the city in the midst 
of the Hapsburg-Valois Wars. Nonetheless, Genoa 
survived as a republic until Napoléon Bona- 
parte’s arrival in 1797. During the sixteenth and 
seventeenth centuries, Genoa enjoyed some eco- 
nomic recovery, and many local fortunes were 
made through foreign investment and foreign ex- 
change speculation. The Genoese chartered their 
vessels and made loans to foreign merchants. 
Napoléon’s Continental System and the British 
blockade diminished Genoa’s role as a major port, 
but the Genoese regained it after the French de- 
feat when Piedmont annexed Genoa. From this 
point on, Genoa has served first Piedmont and 
then united Italy as the country’s major commer- 
cial port, with only Marseilles as a peer in the 
Mediterranean. 

Genoa’s extensive harbor area (seventeen 
square miles) was badly damaged by Allied ac- 
tion during World War II, and storms ravaged 
the area again in 1954 and 1955. Genoa, with a 
population of about 650,000 in 2000, is the main 
outlet for northern Italian bulk goods such as 
olive oil, wine, macaroni, cheese, fruits, rice, and 
textiles. Fuel of all kinds, grain, and industrial 
raw materials lead the list of imports. Genoa also 
leads all other Italian ports in the volume of pas- 
senger traffic. Genoa’s industrial base remains 
important, though declining and well behind the 
port and its activities. Iron and steel, cement, 
chemicals, ships, airplanes, rolling stock, paper, 
textiles, and sugar are among the area’s major 
products. Banking and finance are increasing in 
importance, and as a land, sea, and air transpor- 
tation hub, Genoa is without peer in contempo- 
rary Italy. 


Joseph P. Byrne 


See also: Crusades; Mediterranean Sea; Napoleonic Wars; 
Roman Empire; World War II. 
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GERMAN EMPIRES 


Germany’s economic and political strength has 
waxed and waned in step with Europe’s wars. 


The first German empire lasted for eight and a 
half centuries. Otto “the Great” was crowned 
German king in 936 and Holy Roman emperor in 
961. Before the Thirty Years’ War (1618-1648), the 
Holy Roman empire had virtually ceased to exist 
and Germany had become a loose confederation 
of territories and states. Germany emerged from 
the war considerably weakened. Its population 
fell from 20 million to 6 million, economic activ- 
ity suffered enormously, and trade was so badly 
affected that the Hanseatic League almost ceased 
to exist. 

During Otto’s reign, the widespread use of 
the word “deutsch” indicated a growing sense of 
national identity, but for several generations af- 
ter the Thirty Years’ War, German ruling classes 
preferred not to identify themselves as German. 
Status was achieved by traveling to France and 
by building German imitations of Versailles. Louis 
XIV of France both fostered and profited by this 
weakness and division: the French annexed sev- 
eral German towns and territories, including 
Strasbourg, Alsace, and Lorraine. 

Prussia, an independent German state, 
emerged from the Seven Years’ War (1756-1763) 
as the leading European military power and a stri- 
dent sense of national identity began to emerge. 
However, in the early nineteenth century, a fur- 
ther assertion of French imperial power weakened 
Germany: Napoléon Bonaparte annexed a large 
part of the north German coast and banned all 
trade with England. 

The first German empire was formally dis- 
solved between 1804 and 1806, as Napoléon con- 
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solidated the French empire. The Napoleonic 
domination of Germany revived the spirit of Ger- 
man nationalism; but the War of Liberation, which 
culminated in the 1814 Treaty of Paris and the 1815 
Congress of Vienna, did not liberate Germany 
from its fractious past. The 300 or so territorial 
remnants of the Holy Roman empire were con- 
solidated into 39 sovereignties, but the post- 
Napoleonic peace treaty was designed by Klemens 
Metternich of Austria to ensure that Germany 
would remain a loose confederation of states, with 
Austria exerting a dominant influence. 

In the early nineteenth century, Germany was 
economically backward in comparison with some 
of its European rivals, especially Great Britain. 
German agriculture was still largely based on feu- 
dal principles, and its industry was nascent. Trade 
and commerce were highly regulated, and Ger- 
man territories were rigidly protectionist against 
each other. German manufacturers had to navi- 
gate their way through many tariff and exchange 
regimes and had great difficulty competing with 
their English and French competitors. In 1815, 
Prussia had 60 different tariffs and 2,800 classes 
of taxable goods. Prussia also had a long and po- 
rous border, with thirteen enclaves. 

Baron Heinrich von Bulow, the Prussian min- 
ister responsible for commerce and shipping, and 
Georg Maassen, the Prussian minister of finance, 
sought and achieved a system of comparative free 
trade. Raw materials were tariff-free, 10 percent 
was levied on manufactures and 20 percent on 
“colonial wares.” By January 1834, the greater 
part of Germany (although not Austria) was 
linked by a Customs Union (the Zollverein). Ini- 
tially, the Zollverein had a low external tariff, al- 
though part of the business community sought 
increased protection. 

Both France and Austria had a common in- 
terest in keeping Germany backward and divided. 
But Prussia was now economically and militarily 
strong enough to confront these divisive forces. 
Otto von Bismarck, the prime minister and for- 
eign minister of Prussia, declared “the great ques- 
tions of the day will be settled not by resolutions 
and majorities ... but by blood and iron.” Austria 
was defeated in 1866. These divisive forces were 
further confronted—through a common war 
against a common enemy: France. 
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Napoléon III of France declared war on 
Prussia on July 14, 1870. Within six months, the 
second French empire had fallen and the second 
German empire was created. William I, the king 
of Prussia, was proclaimed German emperor and 
Alsace and the greater part of Lorraine were “re- 
turned” to Germany, acquisitions that soured in- 
ternational relations for a generation. 


UNIFICATION AND THE 
SECOND GERMAN EMPIRE 


Germany had experienced extraordinary eco- 
nomic growth before 1871, but the establishment 
of the German empire made it unquestionably a 
new world power. This power was firmly based 
on industrial and demographic factors; its im- 
proved capacity for trade had important military 
and geopolitical ramifications. 

The 1871 Treaty of Versailles added to the 
North German Confederation the kingdoms of 
Bavaria and Wiirttemberg, the grand duchy of 
Baden, and the southern provinces of the grand 
duchy of Hesse. Rapid population growth pro- 
vided the manpower requirements of the new 
German empire. In the 1840s, both France and 
Germany had populations of approximately 35 
million. From the midcentury on, German popu- 
lation growth had begun to outstrip that of 
France. In the 1890s, emigration from Germany 
almost ceased. By 1911, the French population was 
less than 40 million, while the German popula- 
tion exceeded 65 million. In 1870, one-third of Ger- 
mans were urban; by 1914, this proportion had 
risen to two-thirds. 

Before World War I, the economic “greatness” 
of a country tended to be measured by its output 
of coal and iron. In 1871, German production of 
coal exceeded that of France and Belgium com- 
bined; by 1913, German production almost 
matched that of Britain, the world’s leading coal- 
producing country. German iron and steel pro- 
duction increased fivefold between 1850 and 1874; 
the annexation of Lorraine made Germany the 
world’s second-largest iron-producing country. 

Germany also pioneered the development of 
new techniques and products. The electrical and 
chemical industries soon became dynamic sectors 
of the German economy; by the end of the nine- 


teenth century, Germany produced about 90 per- 
cent of the world’s dyestuffs. In the first decade of 
the twentieth century, Germany’s cotton textile in- 
dustry grew faster than that of any others. 

The unification of Germany also removed the 
last barriers to internal trade and established a com- 
mon banking and currency system. Germany’s 
first steam line railway was opened in 1835. In June 
1873, an imperial railway office was established, 
which facilitated an improvement in intra-German 
trade. By 1920, the German railway system ex- 
ceeded 35,000 miles (5.3 percent of the world’s to- 
tal). Several reforms improved the environment 
for trade. A common system of weights and mea- 
sures had been introduced in 1868. In 1870, joint- 
stock companies with limited liability were 
recognized under Prussian law. 

In 1871, Germany still had seven different cur- 
rency systems, each state had its own paper 
money, and there were over 100 banks with the 
right to issue bank notes. In 1871, a common im- 
perial system was adopted, a gold currency was 
introduced, and the use of silver was restricted. 
States still had the right of coinage, but the only 
acceptable paper currency was that issued by the 
Prussian bank (which became the Imperial Bank 
in 1873). In the mid-nineteenth century, German 
foreign lending had been almost nonexistent; by 
1914, German’s had invested $5.8 billion abroad, 
almost one-third of the British level and 13 per- 
cent of the world’s total. 

In 1866, universal male suffrage was intro- 
duced for elections to the Diet of the North Ger- 
man Confederation; in 1871, this was extended 
to elections to the Imperial Parliament (Reichstag). 
The unification of Germany was strongly sup- 
ported by the National Liberal Party, which could 
legitimately claim to have established a quasi-lib- 
eral regime: a strong united Germany, free trade, 
universal suffrage, and a parliamentary system. 
The National Liberal Party proposed that by 1877 
many foreign manufactured goods should enter 
Germany without a tariff. However, liberal opti- 
mism began to wane in the last quarter-century 
before 1914: the 1879 German Tariff Act was one 
of several reversals that left only Britain and Hol- 
land as free-trade countries. 

Germany remained primarily focused eco- 
nomically and militarily on Europe; its overseas 


possessions were never as extensive as those of 
the French or the British. However, at the outset 
of the German empire, commercial groups sought 
to include Saigon, Cochin China, Martinique, 
Saint Pierre, and Miquelon as transfers from 
France to Germany in the 1871 Franco-Prussian 
Treaty of Frankfurt. 

After 1876, commercial interests began to ex- 
ert increasing influence over Bismarck and his 
policy. Between 1884 and 1914, Germany acquired 
1.03 million square miles of colonial territory (the 
British, 4.75 million, and the French, 3.58 million). 
But by 1914, German overseas territory contained 
only about 5,000 permanent German inhabitants. 
Ninety-five percent of all the overseas territory 
that Germany ever held was acquired between 
1883 and 1885. 

German companies sought to control the co- 
pra (dried coconut) trade and other trading sta- 
tions throughout the South Seas. (In 1879, the 
Samoan Subsidy Bill rescued some of these Ger- 
man trading companies in the South Seas). In 
1883, Australian officials became alarmed by Ger- 
man interest in New Guinea. In 1884, the British 
established a protectorate on the southeastern 
coast of New Guinea but declined to oppose Ger- 
man expansion to the northeast of the island. 

EE. Luderitz, the head of a Bremen mercan- 
tile house, spearheaded German trade with south- 
west Africa. In 1883, the German government 
requested that the British government protect a 
small German coastal settlement at Angra Pequena 
on the northwestern border of Cape Colony. Hav- 
ing received no reply, Bismarck proclaimed Ger- 
man authority over Angra Pequena plus a large 
chunk of its hinterland in the Kalahari Desert. 

German companies were more active in Zan- 
zibar than their British counterparts; companies 
from Hamburg and Bremen were also involved in 
extensive trade with Togoland and the Cameroons. 
All three territories were subsequently secured for 
the German empire. Neither Germany nor Britain 
sought conflict with the other over colonial pos- 
sessions and in 1890 an Anglo-German agreement 
resolved some minor outstanding problems. 

In 1888, Britain and France effectively mo- 
nopolized Turkish trade and finance. All the Eu- 
ropean powers sought railway concessions, but 
it was German companies that built and financed 
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the Turkish railway network. By 1900, the most 
active commercial groups in Constantinople and 
Asia Minor were German. Support was provided 
for the modernizing groups who were gaining 
power in Turkey and in 1914 Turkey entered 
World War I on Germany’s side. 

In 1914, shortly after the outbreak of hostili- 
ties, Germany lost control of the Caroline, 
Mariana, and Marshall Islands (to Japan), Ger- 
man New Guinea (to Australia), and Western 
Samoa (to New Zealand). After the war, the dis- 
integration of the German empire continued, but 
the victors were reluctant to simply expropriate 
these territories. Instead, the League of Nations 
divided Germany’s African empire as “man- 
dates” or “trusts” among the victorious powers: 
the Cameroons and Togoland were shared by the 
British and French and German East Africa was 
shared between the British, the Belgians, and the 
Portuguese. 

The dissolution of the second German empire 
was enforced by French politicians, some of 
whom had bitter personal memories of the hu- 
miliation of the German incursion into France in 
1870-1871. In 1919, the German delegation reluc- 
tantly signed the humiliating Treaty of Versailles, 
concluding what contemporaries called the “Great 
War,” but later renamed “World War I.” 

In 1919, German rivers were internationalized 
and the Kiel Canal was opened to the military 
and merchant ships of all nations; the German 
navy scuttled itself. Other aspects of the peace 
treaty were disastrous both for German trade and 
for the world. Germany had to surrender all its 
large merchant ships, half of its medium-sized 
ships, and a quarter of its fishing fleet and build 
200,000 tons of shipping for the victors annually 
for five years. Large quantities of coal had to be 
delivered to France, Belgium, and Italy for a de- 
cade. Several territorial concessions were imposed 
on Germany (including Alsace and Lorraine, 
which were “returned” to France). 

In 1871, the French were obliged to provide 
a financial indemnity (which had important 
monetary consequences for German unity, al- 
lowing a gold currency to be introduced; it also 
fueled an investment boom). The reparations 
imposed on Germany as its second empire ended 
had important monetary consequences: its cur- 


406 GERMAN EMPIRES 


rency collapsed and Germany became engulfed 
in hyperinflation. The 1919 peace treaty turned 
out to be a prelude (or an invitation) for the Ger- 
man invasion and occupation of France two de- 
cades later. 


Robert Leeson 


See also: European Union; World War I; World War II. 
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GHANA 


One of fifty-one countries in Africa; as a Brit- 
ish colony, it was known as the Gold Coast. 


Ghana is located in western sub-Saharan Africa. 
Cote d'Ivoire, Burkina Faso, Togo, and the Gulf 
of Guinea in the Atlantic Ocean border this equa- 
torial country. As of 2000, Ghana’s economy had 
stabilized. The average growth rate of Ghana’s 
economy is 4.3 percent per year, and gross do- 
mestic product (GDP) totals $5.2 billion, or $270 
per capita. Ghana is a significant exporter of gold, 
cacao, lumber, and electricity; the United States is 
one of its major trading partners. Having suffered 
the disruption and destruction of its economy at 
the hands of the European imperial nations, Ghana 
is experiencing an economic recovery. 


ANCIENT GHANA 


Ghana has a rich cultural history. Before coming 
under British dominion, the Ghana empire had 
existed until 1076. The highly advanced society 
included many Muslims but most Ghanaians 


were followers of traditional African religions. At 
the height of its power, Ghana controlled the 
southwestern section of the trans-Saharan trade 
route, in particular the gold regions. Economically, 
this empire was prosperous. 

The Ghana empire was weakened and de- 
stroyed by drought and outside invaders, and 
from the ruins arose the Mali empire in the thir- 
teenth century. Within a century, three of Mali’s 
kings, Sundiata, Mansa Uli, and Mansa Musa, 
expanded its borders and reestablished its great- 
ness. Primarily a Muslim state, the reputation of 
Mali spread around the world, attracting many 
scholars to live and work in the country. The es- 
tablishment of a mosque and learning center at 
Timbuktu brought heightened economic prosper- 
ity under Mansa Musa. 

Despite its return to greatness, the Mali em- 
pire was built on a weak foundation, and the 
Songhay empire overtook it in the mid-fifteenth 
century. The empire reached its height under 
Askia the Great (Askia Muhammad), who worked 
to establish the Islamic code of law in the Sudan 
area. He granted special status to Muslim schol- 
ars, providing them with access to his patronage 
and land. In this way, Timbuktu flourished as a 
learning center and was unrivaled in its day. 
Askia also divided the empire into regional prov- 
inces and the government into functional units 
that enabled him to have better control. These 
changes restored the empire to economic heights. 
Askia was dethroned by his own sons, and over 
the next three years the empire declined politi- 
cally at a rapid pace. In 1591, the country was 
invaded and crushed by the Moors from North 
Africa. 


ARRIVAL OF THE EUROPEANS 


Over the next 300 years, no formal empire existed, 
though there was fairly frequent contact with 
Europeans. During the fifteenth century, the Por- 
tuguese were involved in active trade with the 
peoples along the west coast of Africa. It was the 
Portuguese who named the area the “Gold Coast” 
because of the profits they made from gold dust. 
Recognizing the importance of this find, the Por- 
tuguese established a trading port stronghold. 
They arranged for a lease of land from the local 


leader, Elmina, built San Jorge Castle (also known 
as Elmina Castle), and traded profitably there until 
the mid-seventeenth century. 

Word of the profits from gold attracted other 
merchants and adventurers. By 1800, over forty 
different forts and castles were built along the 
Gold Coast as the different European nations tried 
to control their holdings. Bitter fights and rival- 
ries broke out and simmered among the various 
groups. 

During this period, the slave trade also de- 
veloped in this part of West Africa. Originally, 
Europeans came to West Africa to trade gold, 
ivory, and pepper, but as they established cotton, 
tobacco, and sugar plantations in the American 
colonies, the demand for laborers to work on the 
plantations began to increase. Local rulers began 
trading West African natives—mostly prisoners 
of war—to Europeans for guns and commodities; 
the Europeans would then trade the prisoners to 
the American plantation owners as slaves, in ex- 
change for raw materials that were shipped back 
to Europe. Great Britain established its economic 
and political control in the Gold Coast as a direct 
result of its success in the slave trade competition 
among European nations. The British Royal Afri- 
can Company, a group chartered and funded by 
King Charles II to develop African trade (specifi- 
cally including the slave trade), had established 
ten forts along the Gold Coast and easily over- 
took the efforts of the Dutch East India Company. 
The Ashanti people, the dominant West African 
power at this time, were also profiting from trade. 
They ran a regional operation in gold, ivory, and 
slaves and occasionally worked to aid the Dutch 
against the British. 

African traders were most interested in pur- 
chasing guns, gunpowder, tobacco, cloth, alcohol, 
and luxury goods. Trading between Europeans 
and African merchants became routine. The in- 
troduction of foreign goods to the West African 
economy had far-reaching implications. The 
Ashanti developed rapidly into a large powerful 
organization. The power and weapons fostered 
war among the African tribes. From the European 
traders came new foods: cassava, maize, and 
sweet potatoes grew especially well in the sub- 
Saharan humidity. 

The slave trade continued until the early nine- 
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teenth century, with British and local slave trad- 
ers cooperating. By the 1820s, British merchants 
handed their forts over to the British government, 
which by this time had abolished slavery and was 
intent on ending the slave trade in West Africa. 
These efforts to halt the slave trade led to conflict 
with the Ashanti. 

In January 1824, the British governor led an 
expeditionary force inland, penetrating the 
Ashanti empire. The Ashanti were waiting with 
superior forces and won a decisive victory against 
the British, who were heavily outnumbered. Later 
that year, the Ashanti raided and defeated the 
British again before withdrawing from the coast 
to regroup. By 1828, the British government with- 
drew its forces from the Gold Coast and turned 
the management and protection of the forts, still 
British territory, over to the London Committee 
of Merchants in an effort to reestablish peaceful 
trade relations with the locals. In 1831, peace was 
negotiated between the British and the Ashanti 
by the president of the London Committee. By 
the late 1800s, the other European powers along 
the Gold Coast had either closed their forts or re- 
linquished them to Britain. 


BRITISH COLONIAL ERA 


The start of British rule in West Africa came in 
1874, when Britain sacked the Ashanti capital and 
annexed the region as a colony, reestablishing its 
claim to the Gold Coast. Around 1880, the “Great 
Scramble for Africa” began among the European 
powers. At the Berlin Conference of 1884-1885, 
the European powers carved up Africa into 
spheres of influence. In 1896, the British declared 
Kumasi, the Ashanti capital city, a British protec- 
torate. Then in 1900, the British declared owner- 
ship of the Northern Territories around Kumasi. 
Sporadic wars broke out between the British and 
the ever-resisting Ashanti tribe. At the Versailles 
peace conference after World War I, Britain was 
granted one-third of Togoland, a former German 
province; the acquisition made up the Gold Coast 
colony (modern-day Ghana). 

The British established a centralized govern- 
ment that consisted only of Europeans. Traditional 
tribes were dissatisfied with this arrangement and 
began to form resistance groups. Discontent grew 
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steadily throughout Africa until after World War 
II. At this time, the United Gold Coast Conven- 
tion (UGCC) was formed to speak out against the 
government's failure to deal with the country’s 
issues and demand self-rule. The secretary of the 
UGCC was a young man named Kwame Nkru- 
mah. He left this post in 1949 to form the Con- 
vention People’s Party (CPP), whose platform 
called for immediate self-government. 


INDEPENDENT MODERN GHANA 


The road to independence for Ghana was long 
and slow. Nkrumah’s CPP spread the call for self- 
rule throughout Ghana. When the British gov- 
ernment failed to comply, the CPP ordered all 
workers to stage a general strike. Nkrumah and 
other CPP leaders were arrested and jailed. He 
was released in 1951, after he won a seat in the 
Legislative Council of the CPP By 1954, Ghana- 
ians were running their own domestic affairs 
while the British handled foreign policy, defense, 
and the police. Until 1957, there was great con- 
flict between the African leaders themselves. Po- 
litical differences and old ethnic rivalries 
surfaced and made it difficult for African lead- 
ers to act in concert. 

In 1957, Britain agreed to Prime Minister 
Kwame Nkrumah’s appeal for independence and 
changing the country’s name to Ghana. On March 
6, 1957, Ghana became an independent country 
and was admitted into the United Nations a few 
days later. 

Nkrumah was instrumental in establishing the 
new republic during the first decade after inde- 
pendence. He established models for Ghana’s 
economy, focusing on industrialization of the 
country and an end to foreign interference. He 
was the founder of “Pan-Africanism,” the philoso- 
phy that unites all African groups to work together 
and aid each other in gaining independence. 

By ten years after independence, internal op- 
position had arisen in reaction to revelations of 
corruption, mismanagement, and excesses in 
Nkrumah’s government. Worse, his government 
had failed to stem poverty. A military coup fol- 
lowed in 1966, and the National Liberation Coun- 
cil was installed to lead the government. Several 
military coups, none of which served to improve 


the economy or stabilize the government, followed. 
In 1978, Jerry John Rawlings took power in a mili- 
tary coup. A year later, he relinquished control of 
the country to a civilian leader, Hilla Limann. When 
the economy worsened, Rawlings deposed 
Limann. In 1983, Rawlings initiated serious eco- 
nomic reform and agreed to a structural adjust- 
ment plan with the International Monetary Fund. 
As the economy began to recover, Rawlings began 
to initiate democratic reforms. A multiparty con- 
stitution was adopted, and in 1992 Rawlings be- 
came the first democratically elected president of 
Ghana. He was constitutionally limited to two 
terms as president. In 2000, John Kufor of the op- 
position New Patriotic Party was elected president, 
and for the first time Ghana experienced a peace- 
ful and democratic transfer of power. 

Ghana’s economy has stabilized as the 
country’s political structure has become more se- 
cure. Between 1990 and 2000, Ghana’s economy 
grew an average of 4.3 percent a year and had a 
gross domestic product of $5.2 billion, or $270 per 
capita. Ghana is active in exporting gold, cacao, 
lumber, and electricity, and its total exports were 
valued at $1.4 billion with imports of $3.4 billion. 
Its major trading partners are the United Kingdom, 
the United States, Germany, Nigeria, and Japan. 


Jeannine Loftus 


See also: Africa. 
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GHAZNAVIDS 


One of the Turkic Muslim peoples who peri- 
odically invaded and pillaged Persian Islamic 
lands. 


In the tenth century, the caliphate in Baghdad lost 
control of its outlying regions due, in the West, to 
the Crusades and, in the East, to a large influx of 
Turkish nomads from the steppes of Central Asia. 
The shifted balance of power in the eastern Is- 
lamic world brought down the Persian Sassanian 
empire and brought about the rise of Ghazna, 
home of the Ghaznavids, in eastern Iran. 

After breaking away from Baghdad, a former 
Turkish slave in Ghazna founded a kingdom in 
962. Eventually, under his son Mahmud, the city’s 
empire encompassed a large part of present-day 
Afghanistan, Iran, northwest Pakistan, and India. 
Mahmud came to the throne at the age of twenty- 
seven in 998, already reputed to be an able ad- 
ministrator and statesman. To satisfy his ambitions 
to build his small kingdom into a great one, 
Mahmud turned his attention to Kashmir, the 
Punjab, and eventually Iran. 

In 1000, Mahmud invaded India and returned 
sixteen times before 1026. Consistently victorious, 
Mahmud brought the wealth of Indian cities to 
the Ghaznavid empire. Mahmud annexed the 
Punjab, and used its booty to create in Ghazna a 
center of culture and art surpassed only by 
Constantinople and Baghdad. He established col- 
leges, brought in scholars, built gardens, mosques, 
palaces, and caravansaries, and encouraged his 
court to emulate him. The Ghaznavid period also 
saw the shift from the pre-Muslim hill forts to cit- 
ies on the plains. 

More important, the Ghaznavids established 
themselves as an intermediary for the Mediterra- 
nean-Chinese trade. Also, the Ghaznavids opened 
new military and commercial routes, tying to the 
other cities of Afghanistan and central Asia. Their 
central location on what would later be the Silk 
Road and the wealth they looted were fuel for a 
major involvement of the Muslim kingdoms in 
regional trade. 

Mahmud spent his last few years fighting the 
invading Turkic Seljuk hordes. He died in 1030. 
By 1040, his empire had fallen to the Seljuk. As 
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did the Ghaznavids, the Seljuk spoke Persian and 
contributed to the development of modern Per- 
sian. Ghazna was destroyed by yet another 
group, the Ghorids, who defeated both the Seljuk 
and Ghaznavids and ruled from central Afghani- 
stan between 1150 and 1217. By the thirteenth 
century, the Mongols had taken the entire region 
into their empire. Subsequent waves of invaders 
made Afghanistan peripheral by the sixteenth 
century. 

The Ghaznavids were Sunni Muslims, and 
their presence stalled the progress of Iranian Shiite 
Islam, leading to the spread of Sunni rather than 
Shiite Islam into Afghanistan and South Asia. The 
Ghaznavids probably introduced Islam into In- 
dia, which was then dominated by the Hindus. 
They were the first to give Afghanistan a promi- 
nent political and cultural role in the area’s Islamic 
civilization. In 1010, the poet Firdawsi dedicated 
to the Ghaznavid ruler the great Iranian epic Shah- 
nameh (Book of Kings). 

In the 1990s, Ghazna, long renamed Ghazni, 
remained on a trade route between Kabul and 
Kandahar. Victim to periodic incursions and gen- 
eral decline for a millennium, the town was a 
market for corn, fruit, camel-hair cloth, wool, and 
sheep. It is recognized for the manufacture of the 
highly renowned Afghan sheepskin coat. 


John Barnhill 


See also: Mongol Invasions; Silk Road. 
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GLASS 


Objects made of glass, from utilitarian to 
luxury items, have been traded since ancient 
times. 


The earliest glassmaking technologies probably 
emerged along with early metallurgy within river 
civilizations that could combine fine sands, ash 
(soda), and lime with high heat to create opaque 
glass. Both Sumerian and Egyptian archaeologi- 
cal sites have yielded small beads that date to the 
early third century B.c.z. No doubt these brilliant 
objects were traded from the first, and widespread 
trade was likely in the hands of Phoenician mer- 
chants. By the mid-second millennium B.c.£., Near 
Eastern glassmakers were producing much more 
sophisticated hollow ware, such as bowls, cups, 
and vases. Over the next centuries, the technol- 
ogy spread around the Mediterranean and de- 
veloped in China, but sand types, recipes for 
additives, and forms of objects differed among 
the cultures, and markets remained active. 

Around the turn of the common millennium, 
glassblowing was discovered in the eastern Ro- 
man empire, creating an even wider variety of 
forms for sale. In about 100 c.z., Alexandrians— 
the finest glass artisans of the Roman period— 
developed the technology for producing clear 
glass, and archaeological evidence shows its lim- 
ited use in Roman window enclosures. As with 
other technologies, with the fall of the Roman 
empire the East retained a high level of produc- 
tion quality and trade circulation, while the Ger- 
manic-controlled West produced pedestrian 
works for the localized luxury trade. 

The early medieval Byzantine and Islamic 
worlds thus inherited a tradition of fine glass- 
making and active trading, while the Latin West 
had to await a revival of trade and technology. 
Venice played a key role in this, serving as a 
linchpin between the Eastern and Western 
worlds, and northern Europe eventually devel- 
oped its own recipes and forms. Self-reliance led 
to innovation and invention, and eventually to 
the great stained glass windows of the Gothic 
north. By the later Middle Ages, the clear-glass 
windowpanes, often round or diamond shaped, 
were not uncommon in wealthy homes north 


and south. The particulars of Venetian fine glass 
production were considered state secrets, and 
their products—many simply utilitarian objects 
like mirrors, beads, and cups—were widely 
traded, dominating Mediterranean markets. The 
association of Venetian glass with the island of 
Murano has been of long standing, but the offi- 
cial relegation of the industry to that center dates 
from 1291. 

The material revolution that began in the Eu- 
ropean Renaissance called forth ever-new de- 
mands for glass objects, and craftsmen met these 
with vigor and genius. In the seventeenth century, 
Moravian craftsmanship and French mercantilism 
shifted the center of European production away 
from the Mediterranean. Advances in optical sci- 
ence created demands for finely ground lenses for 
spectacles, telescopes, and microscopes. In 1674, 
Englishman George Ravenscroft patented lead 
crystal, whose brilliance and clarity eclipsed Vene- 
tian wares. In Jamestown, Virginia, the production 
of windowpanes and bottles was the settlement’s 
first industry. The New Amsterdam Dutch, from 
the beginning of their colony, marketed stained 
and painted glass products and traded glass beads 
to Native Americans. 

The Industrial Revolution and modern indus- 
try have continued the tradition of innovation in 
both production and products, though in the 
twentieth century an increasingly wider range of 
plastics and other synthetic materials have come 
to play many of the past roles of glass. 


Joseph P. Byrne 
See also: Genoa. 
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GLOBALIZATION 


Typically referring to the greater integration 
of economic activities around the world, glo- 
balization is a historical process driven pri- 
marily by human innovation and technological 
change. 


People around the world are more closely and 
unexpectedly interconnected than ever before. 
People travel across national boundaries and over 
greater geographical distances more often, much 
faster, and under fewer restrictions now than only 
half a century ago. Advances in communications 
and transportation technologies make it possible 
for information and money to flow quickly and 
more freely through avenues hardly imaginable 
a quarter-century ago. New technologies enable 
people to organize themselves and relate to each 
other in novel ways. Goods and services produced 
in one part of the world are increasingly and more 
reliably available elsewhere. These are some of 
the key facets of a phenomenon, or a historical 
process, commonly referred to as “globalization.” 
In popular parlance, the age of globalization is 
also synonymous with the contemporary era. It 
is a historical period ushered in by the advent of 
satellite and electronic communications, punctu- 
ated by the end of the Cold War, and character- 
ized by the collapse of time and space and the 
standardization of experience around the globe. 


ORIGINS OF GLOBALIZATION 


Globalization, by its nature, is a vastly complex 
and multifaceted subject. There is no single defi- 
nition of globalization agreed on among scholars, 
activists, and policy practitioners. Nor is there any 
consensus among students of globalization as to 
when the process began as a distinct long-term 
pattern in the ways individuals, groups, and soci- 
eties have conducted themselves and interacted 
with each other. World-systems theorists, most 
notably Immanuel Wallerstein, argue that the pro- 
cesses typically meant in current commentaries 
by the term “globalization” are not new, as they 
have existed for some 500 years. The present glo- 
bal situation is a transition in which the capitalist 
world-system, which had emerged first in Europe 
by the sixteenth century, is evolving into some- 
thing that has yet to be determined. Scholars who 
study the globalization of popular culture tend to 
locate the emergence of globalization in the latter 
part of the twentieth century. By focusing on a 
mass media—generated homogenizing world cul- 
ture or by questioning its existence, their debate 
has loosely evolved around the notion of what 
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anthropologist Marshall McLuhan calls “the Glo- 
bal Village” in his Gutenberg Galaxy (1962). 

Thomas L. Friedman, an American journalist 
considered by some the guru of globalization, sets 
forth a slightly different timeframe in his agenda- 
setting The Lexus and the Olive Tree (2000). He ar- 
gues that globalization hit the world in two waves. 
Round I lasted from the mid-1800s to the late 
1900s, with Round II opening with the end of the 
Cold War and the collapse of the Soviet Union. 
The roughly seventy-five-year period from the 
start of World War I to the end of the Cold War 
can be seen as “a long time-out between one era 
of globalization and another.” The post-Cold War 
phase of globalization is clearly central to 
Friedman’s concept of globalization. The world 
in this period is driven by free-market capitalism 
characterized by “opening, deregulating, and 
privatizing,” creating an increasingly uniform glo- 
bal culture, and defined by new technologies: 
computerization, digitization, satellite communi- 
cations, fiber optics, and the Internet. 

In a similar vein, the globalization literature 
produced by global society theorists such as An- 
thony Giddens and Roland Robertson holds that 
the concept of global society has become a viable 
notion only in the modern age, more specifically, 
in the twentieth century. Sociologist Leslie Sklair 
sees globalization as a consequence of post-1960s 
capitalism powered by transnational practices in 
three interconnected spheres: economic, political, 
and cultural-ideological. 


DEFINITION OF TERM 


The term “globalization” has also become a 
heavily coded word, having acquired a powerful 
emotive force when invoked by opinion leaders 
across the ideological spectrum. The concept’s 
celebrants tout it as a process that is highly ben- 
eficial and fundamentally benign. Less enthusi- 
astic adherents regard it more neutrally as a key 
to the future, a pathway to continuous world eco- 
nomic development and social change. It follows 
from these positive views that globalization is 
both inevitable and irreversible. Many in this 
loosely aligned ideological camp tend to use glo- 
balization and Americanization interchangeably. 
Globalization’s detractors counter that the pro- 
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cess is inherently detrimental. It widens inequal- 
ity within and among nation-states. It exacer- 
bates existing social injustices. Globalization, the 
critics argue, may create more opportunities for 
some people but threatens jobs and lowers liv- 
ing standards for others. Furthermore, globaliza- 
tion has corrosive effects on local ways of life and 
threatens to homogenize and vulgarize regional 
cultures. 

The dissenters share a tendency to believe that 
globalization is neither inevitable nor a condition 
to which there is no alternative. Such skepticism 
is not the exclusive province of academicians such 
as Wallerstein. It encompasses former operators 
of institutions popularly associated with global- 
ization, such as Joseph Stiglitz, the former chief 
economist of the World Bank. With these varied 
visions of globalization in mind, this survey high- 
lights some aspects of globalization defined as an 
evolving socioeconomic system that achieved sig- 
nificant coherence in the latter half of the twenti- 
eth century. It also examines globalization as a 
cluster of cultural phenomena that have unfolded 
in roughly the same period. 

Globalization, as the term has come into com- 
mon usage since the 1980s, is a historical process 
driven primarily by human innovation and tech- 
nological change. It typically refers to the greater 
integration of economic activities around the 
world, particularly through increased, faster- 
paced, and more variegated trade and capital 
flows made possible by advances in communica- 
tions technologies, such as cheaper international 
telephone rates, cell phones, faxes, the Internet, 
and other means of electronic transactions. Glo- 
balization also means the accelerated movement 
of labor and information across international bor- 
ders. More people now migrate across existing 
national boundaries aided by a greater range of 
affordable means and sprawling networks of 
transportation. In doing so, these workers carry 
knowledge, skills, and ideas with them. An in- 
creasing number of people now produce and de- 
liver goods and services in and from locations 
farther removed from points of consumption. 
These human dimensions of worldwide 
interconnectedness create broader cultural, po- 
litical, and environmental effects. In short, glo- 
balization refers to a projection beyond the 
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borders of the modern nation-states policed by 
complex governing mechanisms of the type of 
market forces that have operated for centuries at 
all levels and units of human economic activity. 
Since the advent of capitalism, markets have 
promoted efficiency through competition and the 
division of labor among people and their various 
ageregates, including national economies. Glo- 
bally connected markets offer more ways for some 
people to tap into more and larger markets around 
the world and to gain access to more capital flows, 
technology, and labor. But markets have not nec- 
essarily guaranteed that all participants in this 
process equally share the benefits of improved 
efficiency. Nor have markets been the most reli- 
able purveyors of social justice. This basic limita- 
tion of markets remains intact and in some cases 
becomes magnified in the global marketplace. 


GLOBALIZATION AND POST- 
WORLD WAR II ORDER 


The twentieth century was a period of unparal- 
leled economic growth, and global per capita 
gross domestic product (GDP) during this time 
increased almost fivefold. The strongest expan- 
sion came during the second half of the century. 
The United States became the engine of that mas- 
sive growth because the nation came out of World 
War II with its economy unscathed. Buttressed 
by political and military alliances with this unri- 
valed economic superpower, many countries in 
Western Europe and Japan underwent a period 
of relatively smooth and orderly postwar recon- 
struction in the midcentury and embarked on a 
sustained economic growth after the 1960s. Na- 
tions in East Asia, most notably Taiwan and South 
Korea, also underwent a period of rapid economic 
expansion in the 1980s and thereafter. Liberaliza- 
tion of trade within the capitalist world took place 
under the auspices of the Bretton Woods institu- 
tions such as the General Agreement on Tariffs 
and Trade during this period. This was typically 
followed by financial liberalization that gathered 
momentum in the industrial world in the 1970s. 

Even those analysts who argue that the world 
economy was just as globalized 100 years ago as 
it is today generally agree that financial services 
are far more developed and the transactions are 
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more extensively intertwined today than they 
were in the early twentieth century. The single 
most important driving force of the integration 
of financial markets is modern electronic commu- 
nications. But the bulk of the developing coun- 
tries have been largely left out of this financial 
integrative process until the last two decades of 
the twentieth century. When capital accumulated 
through the worldwide increase in oil prices in 
the 1970s was recycled to many of the develop- 
ing countries, they became integrated into the 
global financial system as large-scale debtors. 
During the Cold War, nations in the communist 
bloc remained largely left out of the rapidly inte- 
grating global financial markets. 

The twentieth century witnessed remarkable 
average income growth in the industrialized 
world, but the progress in aggregate and/or per- 
sonal incomes was not evenly dispersed around 
the globe. The gaps between rich and poor coun- 
tries, and rich and poor people within countries, 
grew further in the latter half of the twentieth 
century. The richest quarter of the world’s popu- 
lation comprising members of the Organization 
for Economic Cooperation and Development saw 
its per capita gross national product (GNP) in- 
crease nearly sixfold during the century. The poor- 
est quarter, mostly non-oil-producing nations in 
Africa and Latin America, experienced less than a 
threefold increase. Per capita incomes in Africa 
have, in particular, declined relative to the indus- 
trial countries and in some countries have de- 
clined in absolute terms. 


GLOBALIZATION IN THE LAST 
QUARTER OF THE TWENTIETH 
CENTURY 


In the last quarter of the twentieth century, this 
polarizing trend became more pronounced. De- 
veloping countries as a whole increased their 
share of world trade from 19 percent in 1971 to 29 
percent in 1999. There were significant variations 
among the world’s major regions as well. The 
newly industrialized economies of East Asia and 
Southeast Asia did well, while Africa as a whole 
lagged behind other regional units. Among other 
variables, the composition of export factored into 
the widening gap. Countries that export manu- 


factured goods recorded the greatest rise in per 
capita GNP. The share of primary commodities in 
world exports declined in the post-World War II 
period. This category of exports, comprising food- 
stuffs and raw materials, were often produced and 
exported by the poorest countries in the world, 
most of them former colonies of European em- 
pires. Various forums sponsored by the United 
Nations and other multilateral institutions began 
to address problems unique to commodity-pro- 
ducing countries in the 1960s. Liberalization of 
agricultural trade, however, remains one of the 
most intractable challenges today. 

As political scientist Linda Weiss notes, as of 
1991, 81 percent of the world stock of foreign di- 
rect investment was still concentrated in high- 
wage countries of the North. In a phenomenon 
popularly associated with the term “globaliza- 
tion,” a sharp increase in private capital flows to 
developing countries took place in the 1990s. But 
these private capital transfers to the developing 
countries have not taken place on equal terms. 
Critics of financial globalization argue that inter- 
governmental financial institutions have partici- 
pated in the inequitable terms of capital 
transactions between the net capital exporter 
countries and the developing world. This typi- 
cally occurs when the developing countries or 
nations shifting from command to free-market 
economies are required to privatize certain eco- 
nomic sectors or open them up to foreign invest- 
ment as a condition for receiving loans. Assets in 
the newly privatized or deregulated sectors are 
then quickly taken over by foreign capital mov- 
ing in from the industrial North, particularly the 
United States. United Kingdom-based American 
muckraking journalist Greg Palast elaborates on 
the mechanics of such “privatization” programs 
as Bolivia’s water supply systems in 2000. He 
charges that these cases reveal a dark side of glo- 
bal financial “cooperation” that is not frequently 
reported in the U.S. mass media. 

While conversion to the free-market system 
has been generally arduous, not all former com- 
munist states have traveled on a rocky path to 
integration into the global economy. Given the 
diversity of experience among former communist 
states, some observers note that the term “transi- 
tion economy” is losing its conceptual usefulness. 


Countries such as Poland and Hungary are con- 
verging relatively smoothly toward performance 
approaching that of advanced industrial econo- 
mies. Others, particularly most of the former So- 
viet republics, confront long-term structural and 
institutional challenges similar to those faced by 
developing countries. China also constitutes a 
unique case, reporting strong growth but dem- 
onstrating dramatic gaps between the vibrant and 
rapidly expanding state-sanctioned free-market 
zones and the laggard rural areas. 

The composition of private capital flows from 
the industrial world to developing countries 
changed dramatically in the 1990s as well. Direct 
foreign investment has become the most impor- 
tant category of cross-border capital movement. 
Portfolio investment and bank credit among rela- 
tively capital-rich countries rose, but they have 
been extremely volatile and have fallen sharply 
in the wake of the financial crisis of the late 1990s. 
The string of financial crises that shook Mexico, 
Thailand, Indonesia, Korea, Russia, and Brazil 
suggested to some that financial crises and dis- 
ruptive volatility are a direct and inevitable re- 
sult of globalization. Net flows of public capital 
in the form of official government aid or devel- 
opment assistance have fallen significantly since 
the early 1980s. Among industrial countries, offi- 
cial development assistance fell to 0.24 percent of 
GDP in 1998 in advanced countries in contrast to 
the United Nations’ announced target of 0.7 per- 
cent. The overall picture thus points to the in- 
creased influence and unpredictability of private 
financial forces in the global capital markets, the 
type of relatively unregulated mass of economic 
force labeled by Thomas Friedman as “the elec- 
tronic herd.” 


GLOBALIZATION AND LABOR 


Since time immemorial, people have been mov- 
ing from one place to another to find better em- 
ployment opportunities and to pursue intangible 
values such as political and religious freedoms. 
The last half of the twentieth century saw an ac- 
celerated pace of the cross-border labor migra- 
tion. In the period between 1965 and 1990, the 
proportion of the labor force around the world 
that was foreign born increased by about half. 
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This trend has been particularly conspicuous in 
the United States, where the changes in immi- 
gration law since 1965 have made it easier for the 
immediate family members of legal immigrants 
to move to the country. Although not commonly 
known, most migration still occurs between de- 
veloping countries. At the same time, the increas- 
ing flow of migrants from developing countries 
to industrial economies in the past few decades 
carries several implications. First, certain eco- 
nomic sectors of industrialized countries will 
grow more dependent on continual flows of la- 
bor migration from overseas, resulting in a 
sharper segmentation of labor markets. Second, 
it may provide a way for global wages and living 
standards to converge. Remittances by workers 
to their home countries will likely play an im- 
portant role in the process. 

Another important implication is the sharing 
of skills and technical knowledge upon return to 
the country of origin or among fellow workers in 
the host country; in either venue, such sharing is 
facilitated by electronic communications media. 
Such information exchange is an integral aspect 
of globalization, and various agents of globaliza- 
tion other than individual workers and their per- 
sonal networks partake in this process. For 
example, increased direct foreign investment 
means not only an expansion in the physical 
capital stock but also a movement of technical in- 
novation, patent privileges, and licensing arrange- 
ments. Knowledge about production methods, 
marketing and advertising information, and man- 
agement techniques is also dispersed to the de- 
veloping countries as a result of direct foreign 
investment. 

The ubiquity of antiglobalization sentiments 
in the industrialized world shows that a signifi- 
cant number of workers feel threatened by “low- 
wage economies.” The competition, either 
perceived or real, comes from two main sources. 
Laborers migrating from low-wage countries may 
displace workers holding less-skilled jobs in 
higher-wage countries. Manufacturers and pro- 
ducers of certain goods and services may ship 
their facilities wholesale to overseas locations 
where wages are lower, labor is not unionized, 
and regulatory regimes are less rigid and encom- 
passing. This greater mobility of globalization 
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affords private economic players to create a pro- 
found public policy dilemma. In a trend shared 
among industrial countries, as national economies 
mature, they become more service-oriented to 
meet the changing demands and rising expecta- 
tions of their populace. While globalization alone 
is by no means responsible for this general trend, 
it quickens the speed of the shift and different 
socioeconomic groups within a country feel the 
reverberations unevenly. The concept of global- 
ization thus generates starkly varied responses 
from different segments of society. 

The globalization debate in the industrial- 
ized world has largely hinged on what consti- 
tutes the appropriate response to this policy 
conundrum. Is it the responsibility of govern- 
ment to try to protect particular groups, such as 
low-skilled workers or those employed in “sun- 
set” industries, by controlling international trade 
and capital flows or adopting restrictive immi- 
gration policy? Or should governments pursue 
policies that encourage further integration into 
the global economy by accepting international 
division of labor but institute safety nets to soften 
the blow to those adversely affected by the 
changes? If so, what are the parameters of po- 
litically acceptable and practically feasible adjust- 
ment assistance? 


GLOBALIZATION AND 
NATIONAL SOVEREIGNTY 


Another focus of policy debate and scholarly in- 
quiry has been whether or not globalization re- 
duces national sovereignty in policy making. 
International relations theorist Kenneth Waltz 
argued in his 1999 James Madison Lecture before 
the American Political Science Association that the 
nation-states will continue to display a great deal 
of resilience and adaptability in this regard. As a 
mechanism of governance, national systems still 
possess a range of options accompanied by coer- 
cive enforcement and, in that respect, the nation- 
states are unmatched by any other political entity. 
But does increased global integration, notably in 
the financial sphere, make it more difficult for 
individual governments to manage their domes- 
tic economic activities? Some observers empha- 
size, for example, the international financial 


market's ability to limit governments’ options in 
setting domestic tax rates and designing internal 
tax structures. The freedom of action of each na- 
tion regarding monetary policy, too, has often 
been curtailed. While globalization does not nec- 
essarily reduce national sovereignty per se, it does 
create a strong mandate for national governments 
to pursue certain types of economic policies. Ina 
world of highly integrated financial markets char- 
acterized by great short-term volatility, national 
governments will find it all the more imprudent 
to adopt policies that may threaten the nation’s 
financial and monetary stability and thus invite a 
flight of international capital. The “electronic 
herd” is extremely fickle and footloose. 

Many students of international political 
economy nonetheless maintain that the nation- 
state will remain central to any efforts to manage 
the international financial markets, even though 
the task of stabilizing short-term capital move- 
ments must be shared with the international finan- 
cial institutions, most importantly the International 
Monetary Fund (IMF). Some apostles of free mar- 
ket have expressed concern that such suprana- 
tional entities place excessive constraints on 
private-sector business activities. Others hold dif- 
ferent kinds of apprehension about the interna- 
tional institutions’ role in managing the vagaries 
of cross-border capital flows. 

As Waltz reiterates in the aforementioned lec- 
ture, the world is fundamentally a system with- 
out centralized governance. In such a sphere, the 
influence of the members who possess greater ca- 
pacity is disproportionately powerful since there 
are no effective laws or ultimate authorities to 
dictate or constrain them. Influential nations, par- 
ticularly the all-powerful United States, can also 
work multilateral mechanisms to their advantage. 
They are capable of creating and sustaining a set 
of rules governing the international political 
economy that primarily serve their national in- 
terests. That some critics think of the IMF as an- 
other enforcement arm of the U.S. Treasury stems 
from those realities of power in international re- 
lations, and hence, anti-Americanism’s great ap- 
peal and resonance among antiglobalists 
everywhere in the world. 

The question of national sovereignty is also 
germane to an examination of globalization’s cul- 


tural fallout. Is globalization creating a homog- 
enizing global culture and undermining the na- 
tional state’s role as the gatekeeper of culture? Is 
an emergent global culture incubated in the glo- 
bal village eroding the basis of national and local 
identities? Some observers argue that a standard- 
ized world culture already exists for educated 
cosmopolitan individuals and privileged socio- 
economic groups across the globe. Embracing 
similar worldviews and lifestyles, these cosmo- 
politans putatively form a coherent elite class 
united across national boundaries. They identify 
with one another far more than with their less 
sophisticated compatriots with a parochial 
worldview. Political scientist Samuel Huntington 
refers to such a transnational elite class in The Clash 
of Civilizations and the Remaking of World Order 
(1997). Itis a disparate functional group, compris- 
ing people with careers in international finance, 
media, technology, and diplomacy. 

Some sociologists include another type of cos- 
mopolitan elite in this class: a global web of aca- 
demicians and researchers, espousing similar 
ideals, curiosities, and attitudes toward political 
participation. They exercise influence through 
their affiliation with educational institutions, 
think tanks, international scholarly networks, 
and multidirectional circulation of study-abroad 
students and visiting scholars. Many of them are 
involved in the activities of nongovernmental or- 
ganizations and thus project their values and 
agendas to the international arena by bringing 
to the fore such issues as environmentalism, 
health and food safety, the regulation of multi- 
national corporate behaviors, and universal hu- 
man rights. Antiglobalism draws much of its 
strength from this group as well. Most of these 
individuals and organizations situate themselves 
on the right side of the global “digital divide” and 
mobilize and fund-raise aggressively through the 
Internet. 

Another type of transnational subgroups has 
also formed out of migrating workforces. Anthro- 
pologist Arjun Appadurai examines in detail such 
forces in his Modernity at Large (1996). This cadre 
includes not only low-skill laborers moving across 
national borders in search of better pay and a 
haven from various forms of social oppression. It 
also encompasses highly educated and skilled 
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professionals who participate in the emerging 
transnational service sector that is relatively 
untethered by geographical constraints on pro- 
duction and delivery. For example, Appadurai’s 
study highlights English-speaking East Indian 
nationals who moved to California’s Silicon Val- 
ley and contributed to the area’s entrepreneurial 
energies in software engineering and e-commerce 
in the 1990s. A growing portion of telemarketing 
and billing services for U.S. corporations is now 
performed from locations outside the United 
States. Unlike transnational migrant workers of 
earlier times, these digital-age foreign workers 
tend to retain multiple home bases and remain 
embedded in several social networks extending 
over national borders. Inexpensive international 
telephone rates, air travel, and, most recently, e- 
mail make it possible for these expatriates to re- 
tain multiple allegiances. 


“GLOBAL VILLAGE” 


The broadening domain of shared experiences 
and sensual stimulation among people inhabit- 
ing the “wired” part of the world also causes na- 
tional borders to thin out in matters of cultural 
formation. The rapid integration of visual media, 
particularly the worldwide diffusion of television, 
was a key element in McLuhan’s vaunted notion 
of the global village. The spread of American-style 
television programming and news reportage be- 
gan in the early postwar period. The American 
television network pioneered production tech- 
niques in this new medium, and other media 
outlets in the industrial West largely emulated the 
know-how until the 1960s. Foreign aid programs 
undertaken by the U.S. Information Agency dur- 
ing the Cold War also deeply influenced the de- 
velopment trajectories of visual and print media 
in the noncommunist world. 

What is newsworthy is being increasingly 
determined by a handful of media giants that 
dominate over the massively expensive commu- 
nications infrastructure. 

With the advent of cable and satellite broad- 
casting, the American-style media culture began 
to penetrate deeper into myriad nooks and cran- 
nies of the world round the clock. The global pres- 
ence of CNN is a case in point. This geographical 
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The spread of U.S. fast-food franchises around the world has be- 
come a metaphor for cultural homogenization and has often in- 
curred the wrath of antiglobalists. Pictured here is a McDonald’s 
restaurant in the Santa Maria Novella train station in Florence, Italy. 
(© Jim West/The Image Works) 


and temporal proliferation came in tandem with 
the emergence of global media conglomerates that 
control other aspects of the mass culture, includ- 
ing Hollywood studio films, music, and commer- 
cial publishing. Visual images disseminated 
worldwide through these conduits shape view- 
ers’ aspirations about material culture (food and 
beverages, clothing and fashion, household ap- 
pliances, and means of transportation) and atti- 
tudes toward such social standards as idealized 
beauty, acceptable sexuality, comfort, and inter- 
personal relations. 

The rise of global conglomerates facilitated the 
standardization of other facets of individual ex- 
perience, creating the illusion of a global uniform 
culture. The spread of American fast food fran- 
chises around the world has become a metaphor 
for cultural homogenization and has often in- 
curred the wrath of antiglobalists. The missionar- 
ies of American fast food and soft drinks, such as 
McDonald's, Coca-Cola, Kentucky Fried Chicken, 
and Pizza Hut, proselytized the world with a diet 
high in fat and sugar and a culture of throw-away 
packaging and utensils. The effects of the ex- 
ported consumptive practices are not limited to 
obvious health risks. They have also yielded del- 
eterious environmental impacts on these locales. 

But culinary culture’s disseminating paths 
have not shepherded one-way traffic either. As 


historians Warren Cohen and Donna Gabbaccia 
note, America’s own foodways have gone 
through profound change, particularly since the 
late 1960s. Cultural anthropologists attribute 
Americans’ growing acceptance of “ethnic food” 
to various factors, including unlikely political ori- 
gins. For instance, American Gls and their depen- 
dents returning from their overseas posts are 
given partial credit for increasing the popularity 
of Asian and Middle Eastern food among Ameri- 
cans not fitting the traditional cosmopolitan mold. 
The massive family driven immigration after the 
1965 immigration and reform and the recent 
growth in intermarriage have created more di- 
verse ethnic communities in America and thus 
enlarged markets for cuisine previously dismissed 
as too exotic. 

Since the mid-1960s, the cost of international 
travel has dropped significantly, and foreign travel 
has become affordable for many middle- and even 
working-class people around the world. With the 
growth in popular tourism came the demand for 
hotels, food, toiletries, and recreational services that 
approximate, if not completely duplicate, standard 
American expectations. When Americans travel to 
any major city or tourist destination in the world, 
they can assuredly expect the same kinds of expe- 
rience, services, and comfort levels they take for 
granted back home. The benefits of global stan- 
dardization also extend to the minute levels to en- 
sure the duplication of hometown experience: 
thanks to the uniform thickness of credit cards, 
they can be used at any place in the world where 
merchants are equipped to handle such cashless 
transactions. 

The increasingly similar material conditions 
and sensory universe surrounding people in cer- 
tain parts of the world are no doubt creating 
greater uniformity in consumption styles. It does 
not mean, however, that globalization is obliter- 
ating national, regional, and local identities and 
creating an undifferentiated global culture. There 
is plenty of empirical evidence presented by an- 
thropologists, sociologists, and historians that in- 
dicate that receivers of American-style cultural 
wares worldwide deftly appropriate the originals 
and create localized variants or distinct synthe- 
ses. They often invest their own meanings into 


American artifacts and practices that have little, 
if any, to do with the original American contexts. 
In Not Like Us (1997), historian Richard H. Pells 
depicts the subtle and complex interplay between 
American cultural icons and institutions intro- 
duced into Europe in the postwar period and lo- 
cal resistance to and reconfiguration of the 
American intrusions. 

Ina collection of anthropological essays aptly 
titled Remade in Japan (1992), Joseph Tobin and 
other contributors to the volume show how con- 
temporary food, clothing, household furnishings, 
and leisure activities in Japan can be more accu- 
rately described as a pastiche of indigenous Japa- 
nese and appropriated Western elements. It is 
probably safe to argue that James Cameron, when 
he directed Titanic, never intended his handiwork 
to be embraced enthusiastically by aging veter- 
ans of the Chinese Cultural Revolution. But they 
did and used the Hollywood blockbuster as a 
politically safe vehicle for publicly grieving over 
the carefree youth and romance denied to them. 
The “politically safe” is the operative phrase here, 
however. Once the state authorities decide that 
such a public expression of regret for lost oppor- 
tunities is disruptive and threatening, they can 
choke off that avenue of trafficking in invested 
meanings. The nation-state, in that respect, re- 
mains the most powerful arbiter of cultural poli- 
tics, if not the one and only. 

As people’s everyday life and sensory experi- 
ence appear to converge inexorably under the ru- 
bric of globalization, local culture, identity, and 
the human networks that produce them remain 
irreplaceable. Place still matters to many people; 
it is just that they have greater freedom from the 
dictates of place. The breakthroughs in commu- 
nications technology that are triggering the cur- 
rent unique phase of worldwide convergence and 
compression also permit people to hold multiple 
identities and embed themselves in multiple webs 
of human relationships without having to give 
up others. 


Sayuri Guthrie-Shimizu 
See also: Columbian Exchange; European Union; Trade 


Organizations; Wars for Empire; World War I; World War 
II. 
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GOLD 


The oldest metal used by humans as specie or 
in ornaments and jewelry. 


Gold is abundant in many places throughout the 
world, but the cost of mining the metal is often 
prohibitive. Gold is found in the form of dust, 
flakes, grains, and nuggets and is often mixed 
with other metals such as silver when found in 
the ground. Since the metal is not affected by 
moisture or oxygen, it is ideal for jewelry worn 
next to the skin. 

The earliest pieces of jewelry located in burial 
tombs in both Egypt and Ur were made of gold. 
The skill of the goldsmith produced intricate 
pieces that combined gold with gemstones such 
as turquoise. The ancient Israelites, under the 
reign of King Solomon, used gold to decorate the 
pillars of the temple and the ornaments used in 
it. But perhaps the one ancient civilization where 
goldsmiths excelled was the Minoan culture. 
Gold was pounded into thin sheets used to pro- 
duce masks with filigree work. Ornate jewelry 
and gold objects attracted traders from other 
parts of the Mediterranean, and the Minoans 
soon dominated trade throughout the region. 
The Greeks and the Romans used gold for jew- 


420 GOLD 


elry for the upper classes. Roman jewelry in- 
cluded cameos, earrings, headdresses, and neck- 
laces that contained gold and sometimes precious 
gemstones as well. 

During the Middle Ages, gold from the sub- 
Saharan region was traded for salt. Ancient Ghana 
supplied much of the precious metal that was 
desired for the production of coinage by civiliza- 
tion around the Mediterranean. By the eleventh 
century, the Mali empire replaced Ghana as the 
supplier of gold. Arab traders crossed the Sahara 
with their caravans of camels to trade for the gold. 
They were not able to locate the gold mines since 
the rulers insisted that the location remain secret. 
Europeans used the gold for coin as well as jew- 
elry. The Catholic Church used some of the gold 
in its artwork and in the illuminated manuscripts. 
The introduction of gold into Mediterranean 
economies did not produce an adverse effect un- 
til 1324-1325, when Mansa Musa, the ruler of Mali, 
arrived in Egypt with a ton of gold. Adding that 
much gold into the economy created inflation and 
an economic crisis. 

After the discovery of the New World, gold 
flowed into the Spanish treasury in unregulated 
amounts. The Spanish monarchs, who had just 
forced the Jewish moneylenders with their knowl- 
edge of financial management out of the coun- 
try, used the gold recklessly. Between 1500 and 
1650, more than 181 tons of gold and 16,000 tons 
of silver were transferred from the New World to 
Spain. Gold fueled the economy of not only Spain 
but also of England and Holland. English seadogs 
like Sir Francis Drake pirated bullion from the 
Spanish galleons that sailed once a year back to 
Spain laden with precious metals and other cargo. 
But in Spain the introduction of so much gold 
created inflation and became the downfall of its 
empire. 

The availability of gold bullion allowed Euro- 
pean nations to mint coin that was used as specie 
for the payment of goods. The use of gold allowed 
west European nations to expand their markets, 
although on a limited basis, into a global economy. 
However, gold was still limited in supply, and 
these nations turned to mercantilism to protect 
the wealth that they had gained. 

During the seventeenth century, gold was 
used widely throughout the Mughal empire. In 


China, gold was used primarily by royalty of the 
various dynasties beginning in the common era. 
The Chinese introduced the use of gold and gold- 
smith skills to Korea, but the Japanese never used 
gold on an extensive basis. 

During the nineteenth century, Americans 
pushed westward. While the United States was 
engaged in war with Mexico over the annexation 
of Texas, Americans declared California a free re- 
public. In 1849, prospectors discovered gold in the 
hills of California and a gold rush followed. The 
introduction of gold into the U.S. economy helped 
the nation, especially since world economies had 
begun to adopt the gold standard, with Great Brit- 
ain being the first in 1821. By the 1870s, the other 
European countries had agreed that a nation 
would not issue more currency than the amount 
that was backed by gold. When the United States 
began purchasing silver in the 1890s, foreign in- 
vestors became reluctant to purchase U.S. bonds. 
President Grover Cleveland pushed for the repeal 
of the Sherman Silver Purchase Act after the panic 
of 1893 brought the nation close to bankruptcy. 
The use of the gold standard continued until 
World War I, when European nations suspended 
the redemption of currency in gold. The United 
States continued to honor the arrangement ex- 
cept during the Great Depression, when gold ex- 
ports were halted. In 1971, the United States, 
facing stagflation, abandoned the gold standard 
and was the last nation to do so. 

During the twentieth century, the primary 
producer of gold (and diamonds) was South Af- 
rica. The country operated under a system of 
apartheid, and the international community de- 
cided to place an embargo on South African gold 
until the system was abolished in 1991. 

Meanwhile, the price of gold was affected by 
the financial crises of the 1980s. The price of gold 
rose to over $800 an ounce in the early 1980s. Since 
then, the price dropped to around $200 an ounce 
before rebounding in December 2003 to over $400 
an ounce. Gold has been touted as a way of pro- 
tecting one’s investment in the uncertain times 
after the 2001 terrorist attacks in New York and 
Washington, DC. 


Cynthia Clark Northrup 


See also: Discovery and Exploration. 
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GOLD STANDARD 


A monetary system in which units are defined 
in terms of their value to gold. 


The gold standard is a monetary system in which 
gold coins (or other forms of money backed by a 
fixed quantity of gold) were used as the standard 
unit of currency. In the domestic context, the gov- 
ernment would guarantee the conversion of its 
currency into a fixed amount of gold. At the inter- 
national level, gold or a currency backed by gold 
is used as a means of payments between countries. 
In sucha system, the exchange rate would be fixed, 
and only small fluctuations are allowed as long as 
they do not exceed the cost of shipping gold from 
one country to another. 

According to classical economist David 
Hume’s specie-flow mechanism, if the exports of 
a given country are greater than its imports, an 
inflow of gold will take place, leading to an in- 
crease in the money supply within the country. 
This would cause domestic prices to go up and 
exceed foreign prices, which would cause exports 
to fall and imports to rise up to the point where 
exports and imports become equal. Similarly, if 
the imports of a given country are greater than 
its exports, an outflow of gold will take place, lead- 
ing to a decrease in the money supply within the 
country. This would cause domestic prices to fall, 
which would cause imports to fall and exports to 
rise up to the point where exports and imports 
equalize again. 


HISTORY OF THE GOLD 
STANDARD 


The gold standard was first established in 1821 
by England, followed by major world economies. 


GOLD STANDARD 421 


A bimetallic gold-silver system prevailed through- 
out the world until France, Germany, and the 
United States abandoned silver in the 1870s be- 
cause of discoveries of new gold mines. The gold 
standard disappeared from 1914 to 1928, when 
countries restricted gold exports during the war 
period. The Great Depression also led many coun- 
tries to opt out of the gold-exchange standard 
during the 1930s. 

After World War II, the United States was able 
to reestablish an international gold standard by 
fixing the value of the U.S. dollar in terms of gold 
and having all other countries peg their curren- 
cies to the U.S. dollar. All central banks around 
the world (except the U.S. Federal Reserve Bank) 
used U.S. dollars and gold as reserve currencies. 

In 1971, the gold standard was finally aban- 
doned for good when the United States declared 
its currency no longer convertible into gold be- 
cause of a lack of gold reserves and the increas- 
ingly negative U.S. balance of payments. In 
principle, exchange rates were allowed to float 
freely. Most central banks, however, have adopted 
a“dirty-float” policy by intervening in the foreign- 
exchange market to avoid large appreciations or 
depreciations of their national currency. 

Behind the apparent convenience of the gold 
standard that many policy makers have admired 
was a misleading strong belief in its theoretical 
foundations that dominated the way economists 
formulated their theoretical positions and policy 
prescriptions with regard to international trade, 
employment, inflation, and growth. More than 
three decades after the demise of the gold stan- 
dard, many economists still formulate theory and 
policy as if the world were still operating under 
an international gold standard. 


ARGUMENTS FOR AND 
AGAINST 


The proponents of the gold standard argue that such 
asystem would reduce the amount of risk involved 
in international trade by providing a stable pattern 
for exchange rates. At the domestic level, a gold stan- 
dard system could help in limiting the power of 
governments (through their central banks) to cause 
inflation by printing more money than warranted 
by their gold reserves. Critics of the gold standard, 
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however, argue that central banks in practice have 
rarely reduced the level of money supply when their 
economy experienced an outflow of gold. 

The gold standard was an inherently rigid 
system because of its ultimate reliance on the 
quantity of gold available in the system. It did not 
allow for the flexibility necessary to accommodate 
the needs of a dynamic economy. A fast-growing 
economy often finds itself in a liquidity crisis be- 
cause of the mismatch between the quantity of 
money in circulation and the high demand for 
money required to keep the economy on a sus- 
tainable growth path. 

Lack of liquidity is even worse for economies 
with high unemployment and slow economic 
growth. These economies need to increase exports 
to accumulate more gold and be able to expand 
the quantity of money domestically. But increas- 
ing exports often requires an initial expansion of 
the money supply through bank credit or gov- 
ernment spending; both of which would be diffi- 
cult to achieve under a gold standard system. 

It could be argued that the gold standard has 
continued to overshadow mainstream economic 
thinking to this day. Many developing countries 
as well as economies in transition have adopted a 
currency board arrangement. Under such a sys- 
tem, a country seeks to implement a self-restrain- 
ing monetary policy by fully backing its national 
currency by a strong foreign currency such as the 
U.S. dollar or the euro. The central bank can issue 
a national currency bill or coin only if it has its U.S. 
dollar or euro equivalent in reserve. 

The so-called dollarization process in many 
Latin American countries is essentially the same 
thing as adopting a currency board arrangement, 
which means that the dollarized country cannot 
have any effective control over its fiscal and mon- 
etary policies. In sucha case, during a recession the 
government cannot increase deficit spending to 
compensate for social and economic distress. How- 
ever, many leading economists at the World Bank 
and the International Monetary Fund do not un- 
derstand that these policies are remnants from the 
gold standard system and therefore do not apply to 
the modern monetary system. 

L. Randall Wray has written that, in a nongold 
standard system, tax payments do not and cannot 
finance government spending; at the aggregate 


level, only the government can be the “net” sup- 
plier of fiat money. As a result, after government 
spends (creates or supplies) fiat money to pur- 
chase goods and services, it provides the public 
with the necessary amount of money to meet tax 
liabilities. 

According to Wray’s analysis, the government 
(theoretically) can have a balanced budget, mean- 
ing that the public’s net money receipts are equal 
to tax liabilities. However, if the government at- 
tempts to run a surplus, the public’s net money 
receipts would run behind tax liabilities. There- 
fore, the only way for households to pay their tax 
liabilities is either to use their hoarded money from 
previous government deficits or to present govern- 
ment bonds for payment. On the other hand, the 
government can safely run a deficit up to the point 
where it has provided the quantity of noninterest- 
earning fiat money and interest-earning bonds 
desired by the public. 

A nongold standard monetary system with 
flexible exchange rates is a modern money system 
in which sovereign governments can issue their 
currency without any financial constraint. Both full 
employment and price stability can be achieved if 
economists and policy makers try to escape the 
theoretical baggage of the gold standard. 


Fadhel Kaboub 


See also: Exchange Rates. 


BIBLIOGRAPHY 

De Cecco, Marcello. The International Gold Standard: Money 
and Empire. London: Frances Printer, 1952. 

Hume, David. “Of the Balance of Trade.” In Political Discourses. 
Edinburgh: R. Fleming for A. Kincaid and A. Donaldson, 
1752. 

Wray, L. Randall. Understanding Modern Money: The Key to 
Full Employment and Price Stability. Northampton, MA: 
Edward Elgar, 1998. 


GOTHS 


A group of Germanic peoples who inhabited 
the region north of the Black Sea before be- 
ing driven into the Roman empire by the Huns, 
after which they established several kingdoms 
in central and western Europe. 


Like many other names denoting tribal identity, 
“Goth” is more convenient than it is precise. It is 
used to describe a variety of related peoples from 
Scandinavia who migrated southward through 
the Baltic region into what is now southern Rus- 
sia and the lower Danube around 150 c.e. 


EARLY HISTORY 


The Roman historian Tacitus (early second cen- 
tury c.£.) referred to the Goths (Gutones) as liv- 
ing along the Baltic coast of what is now Poland. 
They were one of many groups associated with 
the Wielbark culture. Our knowledge of early 
Gothic history comes largely from the Getica, 
written by a Gothic historian in Constantinople 
named Jordanes. Jordanes’s account is based 
largely on Ostrogothic court records and legends; 
much of it is pure myth, and it is difficult to ascer- 
tain with certainty what parts are reliable. 

The Getica describes how the Goths began to 
migrate south under a leader called Filimer. As 
they crossed a great river (possibly the Dnieper), 
their bridge collapsed. Those who had already 
crossed settled in southern Ukraine, Crimea, and 
the Caucasus and became known as Ostrogoths. 
Those left behind moved southwest to the north- 
ern banks of the Danube and were known as the 
Visigoths. 

Archaeological findings support the literary 
evidence, suggesting that large-scale, belligerent 
movements of Germanic groups through eastern 
Europe did in fact take place between roughly 150 
and 230. This was possibly because of feuds be- 
tween rival groups within the Wielbark tribes. 
However, there were most likely many such 
movements, and Jordanes’s story of one migra- 
tion and the subsequent division into Ostrogoths 
and Visigoths is pure speculation. 

Beginning in 230, Gothic armies began to 
launch major raids into Roman territory. In an ef- 
fort to control the Bosporan trade routes, the Goths 
invaded and eventually seized Crimea and other 
areas around the Black Sea. Between 267 and 269, 
a fleet of 2,000 Gothic ships raided cities around 
the Aegean. Two Roman emperors, Decius (251) 
and Valens (378), were killed by the Goths, while 
Claudius II gained the surname “Gothicus” for his 
stunning victory on the Danube in 269. 
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The Goths began to be Christianized during 
the mid-300s. A Gothic bishop named Ulfilas was 
consecrated and developed a unique Gothic script 
for writing. Because Arianism was the dominant 
sect at the moment, it was to this branch of Chris- 
tianity that the Goths converted. 

In 375, the Huns invaded the Pontic steppes, 
crushing the Ostrogothic kingdom and forcing 
the Visigoths west into Roman territory. 


THE OSTROGOTHS 


The Ostrogoths fell under Hunnic dominion (they 
would later form a major part of Attila’s armies in 
his European conquests). Following the breakup 
of the Hunnic empire in the mid-450s, the 
Ostrogoths began to settle in Pannonia (modern- 
day Hungary and northern Yugoslavia). Under 
Theodoric the Great, aremarkable leader who was 
both king of the Goths (the Visigoths acknowl- 
edged him as their king between 511 and his 
death in 526) and a Roman consul, the Ostrogoths 
invaded Italy in 493, capturing and murdering 
Odovacar (the king of the Heruli, who had seized 
control of Italy in 476). In 497, the Byzantine em- 
peror Anastasius officially recognized Theodoric 
as king of Italy. 

The Ostrogoths attempted to maintain sepa- 
ration between a Germanic noble class and a 
largely Roman peasantry. Roman citizens were 
permitted to be judged by their own laws but were 
largely forbidden to bear arms or to perform mili- 
tary service. There was also a great deal of tension 
between the Arian Ostrogoths and their largely 
Orthodox subjects. Nonetheless, the Ostrogoths 
were successful at maintaining control over the Ital- 
ian peninsula for half a century. After Theodoric’s 
death in 526, his daughter Amalasuntha was re- 
gent for her son Athalric. She placed herself under 
the protection of the Byzantine emperor Justinian 
I but was murdered in 535, giving Justinian a pre- 
text to reconquer Italy. The Byzantine general 
Belisarius crushed the Ostrogothic kingdom, but 
on his recall in 541 a warlord named Totila led an 
uprising and reestablished the kingdom. In 552, 
another Byzantine general, Narses, defeated and 
killed Totila. The Ostrogoths were reincorporated 
into the Roman empire and eventually lost their 
national identity. Byzantine hegemony over Italy 
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was short lived; within a generation it had fallen 
to another German group, the Lombards. 

Under the Ostrogothic kings, such scholars 
as Boethius and Cassiodorus revived the culture 
of late antiquity. The Catholic Church, despite the 
Ostrogoths’ Arian leanings, flourished as well; the 
ecclesiastic legal theorist Dionysius Exiguus and 
Saint Benedict, the father of Western monasticism, 
both lived in Italy during this period. 


THE VISIGOTHS 


In the late 300s, the Visigoths were caught up ina 
civil war between a pro-Roman faction led by 
Fritigern and an anti-Roman faction led by 
Athanaric. Despite their victory over Emperor 
Valens at Adrianople (378), the Visigoths could not 
overcome the Eastern empire and eventually 
settled in Thrace and along the Danube. With the 
arrival of the Huns in the 390s, the terrified 
Visigoths swept into the Roman empire, where, 
after a few abortive raids, they were settled as fed- 
erates in the Balkans. 

In 395, the Visigoths rebelled under a leader 
named Alaric, the first true king of the Visigoths. 
Alaric was an extremely energetic leader and mili- 
tary genius. He led several attacks into Italy be- 
ginning in 401, but was defeated by the Roman 
general Stilicho. However, after Stilicho lost fa- 
vor with Emperor Honorius and was murdered, 
Alaric had a free hand. In 410, the Visigoths sacked 
Rome, which sent shock waves throughout the 
Latin-speaking world, although in all likelihood 
the “barbarous” Visigoths conducted themselves 
with remarkable restraint for the age. After only 
three days, Alaric withdrew from Rome and died 
shortly thereafter. 

In 412, under Ataulf, the Visigoths left Italy 
and migrated into southern Gaul and northern 
Spain. They pushed the Vandals out of most of 
Spain and conquered Aquitaine, establishing a 
new kingdom with Toulouse as its capital. Under 
Euric (466-484), the Visigoths finished their con- 
quest of Spain (the Vandals having departed for 
North Africa) but began to lose control over Gaul 
to the rising power of the Franks during the early 
500s. By 507, the Franks had taken all the 
Visigothic territories north of the Pyrenees, and 
the capital was moved to Toledo. 


Like the Ostrogoths in Italy, the Visigoths 
were separated from their subjects by their sense 
of Germanic superiority and their Arian faith. 
They were remarkably tolerant, however, in mat- 
ters of religion until their conversion to Catholi- 
cism in the late 500s. Following this conversion, 
Visigothic kings, beginning with Recared, issued 
many laws against religious minorities, particu- 
larly Jews. In 654, Roman law was abolished in 
favor of acommon law for both Visigoth and Ro- 
man subjects. Church councils began to over- 
shadow the power of the monarchy and civil war 
became a mainstay of life in Visigothic Iberia. The 
last king, Roderick, seized power, causing his ri- 
vals to appeal to the Muslims for aid. Tariq ibn 
Ziyad, a deputy of the governor of Morocco, led 
a token force on a scouting mission into Spain in 
711. However, the country was in such a poor 
state by this point that its armies all but collapsed, 
surprising even the Arabs with the rapidity of 
their conquest. Tariq did not have enough sol- 
diers to garrison his conquest, so he was forced 
to rely on previously disenfranchised peoples, 
such as the Jews, to aid him in holding the cities 
he had won. 

With the Moorish conquest the Visigothic 
period came to an end. The Visigoths maintained 
only a narrow strip along Spain’s northern coast, 
which became the kingdom of Asturias (the pro- 
genitor of all the Christian kingdoms of the Ibe- 
rian Peninsula). The distinctive Visigothic culture, 
however, was quickly lost in favor of the post- 
Roman culture we know today as Spanish. 


THE GOTHS IN THE EAST 


The least powerful, the least known, and para- 
doxically the longest-lived Gothic communities 
were those that remained in the ancestral home- 
lands around the Black Sea, especially in Crimea. 
A Gothic principality around the strongholds of 
Mangkup and Doros continued to exist through 
various periods of vassalage to the Byzantines, 
Khazars, Kipchaks, Mongols, Genoese, and other 
empires until well into the 1500s, when the Girai 
Khanate finally incorporated it. 

Gothic texts from this region exist as late as 
the late 1500s and Gothic communities appear to 
have survived intact until the late 1700s, when 


Catherine the Great deported many. Their lan- 
guage vanished by the 1800s. The so-called Volga 
Germans who could be found in southern Russia 
as late as World War II were not Goths. Rather, 
they were a distinct people who spoke a West 
German language akin to modern German, as 
opposed to the East Germanic Gothic language. 


Brian M. Gottesman 


See also: Roman Empire. 
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GRAIN 


An important food commodity that is traded 
globally. 


During ancient times, wheat grown in Sicily, 
North Africa, and Egypt provided food for the 
Romans. Certain areas of Europe, primarily east- 
ern Europe and Poland, had greater success in 
growing wheat and other grains than did west- 
ern Europe. Trade developed between the two 
regions beginning in the sixteenth century. The 
importance of the grain trade increased as En- 
gland and the Netherlands began the process of 
industrialization. Instead of growing foodstuffs, 
these countries concentrated on producing 
manufactured goods. 

The global grain trade began in 1846 when 
Great Britain repealed its Corn Laws and permit- 
ted the free trade of grain. Almost immediately 
after repealing the Corn Laws, Britain negotiated 
the first modern multinational trade agreement: 
the Anglo-French Cobden-Chevalier Treaty of 
1860, which included a most-favored-nation 
(MEN) clause. 
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During the following decade, Europeans con- 
cluded a series of MEN treaties. The treaties re- 
duced tariff barriers between countries and thereby 
stimulated trade. But until World War I, the grain 
trade remained largely regional: as Black Sea grain 
to Athens, Baltic grain to Amsterdam, and Egyp- 
tian grain to Rome. 

After World War I, the grain trade expanded 
along with the industrialization of agriculture in 
the United States. In addition to having fertile 
land and a favorable climate, the United States 
developed a system for producing, financing, and 
transporting grain, which allowed the industry 
to attain a truly global reach. This system of pro- 
duction, sometimes called the “Chicago system,” 
included converting bagged grain to bulk contain- 
ers, adopting inspection standards for minimum 
grades of grain, constructing large grain elevators 
for storage, building railroads from grain-produc- 
ing areas to coastal ports, constructing 10,000-ton- 
plus ocean cargo ships, and developing a futures 
market to manage investment risk. 

A huge private American company, Cargill, 
Inc., became the focal point of the world grain 
trade. By 1960, Cargill had emerged as the world’s 
largest grain distribution company. It first ex- 
panded eastward, successfully challenging all the 
major non-American grain traders, including 
Continental, Bunge-Born, and Dreyfus. In 1998, 
Cargill bought the grain-handling business of 
Continental Grain, its second-largest rival after the 
U.S.-owned Archer Daniels Midland (ADM). 
Cargill and ADM now control about 80 percent 
of the world’s grain supplies. 

Cargill is the largest privately owned corpo- 
ration in the world. With headquarters in Minne- 
sota, about eighty members of the Cargill and 
MacMillan families own the company. Annual 
sales exceed $50 billion. The company maintains 
production facilities in 59 countries and operates 
in 130 other countries, giving it enormous eco- 
nomic and political power. 

Cargill and a handful of other companies con- 
trol more than 60 percent of the world’s food sup- 
ply, including the purchase and sale of grain, 
seed, fertilizers, pesticides, processing, and ship- 
ment of food. For example, Cargill and three other 
companies control 87 percent of U.S. beef sup- 
plies and the world’s supply of corn, wheat, to- 
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A Cargill Superior Elevator. Cargill and a handful of other companies control more than 60 percent of the world’s food Supp including the 
purchase and sale of grain, seed, fertilizers, and pesticides and the processing and shipment of food. (Library of Congress) 


bacco, tea, rice, pineapple, jute, timber, and many 
other commodities. 

Cargill, the other large grain companies, and 
their home-country governments advocate the 
globalization of the grain trade. They estimate that 
world population will grow by about 75 million 
people annually between 1995 and 2020, when it 
is projected to total 7.5 billion. Most of this growth 
will occur in the urban areas of the so-called de- 
veloping countries. China alone is expected to ac- 
count for 233 million more people, or 12.7 percent, 
of total population growth. 


FUTURE OF THE GRAIN TRADE 


Economists predict that the per capita income of 
this population will also increase. With higher 
household income, families will demand higher- 
quality food, with the focus on protein. To meet 
the needs of the additional population, agri- 
businesses must produce 40 percent more grain 
by 2020. China alone accounts for one-fourth of 
the increased requirement for cereals. 


To minimize the risk of food shortages and 
famine, developing countries must double their 
cereal imports. Farmers in North America, Europe, 
and Australia must also produce 40 percent more 
wheat, rice, and other grains. Investment in bio- 
technology (genetically modified crops) must also 
occur to make food grains more nutritious and to 
combat widespread nutrient deficiencies among 
the poor. 

The opponents of the world grain trade ar- 
gue that the movement of capital, technology, and 
labor across national borders, along with the lo- 
cation of industrial plants, determines the balance 
of power and wealth in the world. Grain trade 
also determines the share of the wealth available 
to countries and their citizens. In the case of the 
world grain trade, critics argue that instead of 
feeding the poor, the system in effect erodes the 
food security of developing countries. The grain 
companies buy, trade, and sell food worldwide. 
They create surpluses and manipulate supply, 
demand, and commodity prices to guarantee 
profits. For example, because of crop failures in 


the United States in 1995 and 1996, Cargill and 
Continental Grain bought wheat from India at a 
price of $60 to $100 per metric ton and then sold 
it at $230 to $240 on the international market, thus 
making a profit of 170 percent per ton. Indeed, if 
India experienced a shortage of grain supplies, 
its government would be forced to buy back the 
country’s own grain at a higher price than Indian 
producers received from Cargill. 

An increasing demand for grains worldwide 
translates into higher prices that could easily 
mean increased hunger in many countries that 
depend on grain imports. The Food and Agricul- 
ture Organization estimates that importing grains 
adds $3 billion to the food bill of developing coun- 
tries every year. 

The world grain system could assist develop- 
ing countries by enabling them to buy what they 
need and sell what they make. But trade rules, as 
reflected in the World Trade Organization, favor 
rich countries and large companies such as Cargill. 
The grain trade benefits rich and powerful na- 
tions often at the expense of poor countries. 


Ronald T. Libby 


See also: Amsterdam; Athens, Ancient; Black Sea; Corn Laws; 
Egypt; Population; World Trade Organization. 
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GREAT DEPRESSION 


A worldwide economic downturn that began 
in 1929, hit bottom in 1933, and lasted 
throughout much of the 1930s. 


The Great Depression was an economic event of 
unprecedented dimensions. There had been no 
downturn of its magnitude or duration before, 
and there has been none of its like since. 

In the United States, the value of economic 
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output (real gross domestic product) fell by 27 
percent from 1929 to 1933. Simultaneously, prices 
fell about one-quarter. The unemployment rate, 
which had averaged 5 percent in the 1920s, soared 
from 3.2 percent in 1929 to 25.2 percent in 1933 
and averaged 14 percent in the 1930s. Gross in- 
vestment plummeted by 98 percent. The impact 
of the depression was not confined to the United 
States, although it took the brunt of the effects. 
Table 1 shows that industrial output fell substan- 
tially in many of the world’s economically devel- 
oped countries, with the United States the hardest 
hit, followed by Canada and Germany. Some 
states avoided outright collapse, but every coun- 
try listed in Table 1 suffered a decline in indus- 
trial output of at least 10 percent between 1929 
and 1932. In addition, the Great Depression also 
hurt most less-developed countries. 

This economic implosion triggered a drop in 
trade of an even greater magnitude (see Table 2). 


CAUSES 


The causes of the Great Depression remain com- 
plex and have been the subject of much debate 
among economic historians. Most explanations 
point to weaknesses in credit markets, both inter- 
nationally and within the United States. 

At the time of the depression, many argued 
that the U.S. economy had become too produc- 
tive. Rapid technological gains, because of inno- 
vations such as electricity and the internal 
combustion engine, had brought unprecedented 
productivity gains in agriculture and industry 
during the 1920s. Some felt that these gains made 
the economy so productive that consumers could 
not buy as much as was being produced, causing 
unsold inventory and widespread layoffs. Sub- 
sequent history has shown, however, that in- 
creases in productivity have been accompanied 
almost automatically by increased demand by 
consumers and that technological unemployment 
has not been a problem. 

Aggregate demand did drop after 1929, but 
the causes of this must be sought elsewhere. The 
crash in the stock market contributed to this de- 
cline. Stock prices surged upward from 1926 to 
September 1929 and then crashed downward, 
losing 36 percent of their value in the next year 
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Table 1 


Industrial Production as a Percentage of the Total, Peak Pre—World War Il 


Years, 1927 to 1935 (1929 = 100) 


1927 1928 1929 1930 1931 1932 1933 1934 1935 
Britain 95 94 100 94 86 89 95 105 114 
Canada 85 94 100 91 78 68 69 82 90 
France 84 94 100 99 85 74 83 79 77 
Germany 95 100 100 86 72 59 68 83 96 
Italy 87 99 100 93 84 77 83 85 99 
Netherlands 87 94 100 109 101 90 90 93 95 
Sweden 85 88 100 102 97 89 93 111 125 
United States 85 90 100 83 69 55 63 69 79 


Source: Organization for European Economic Cooperation, /ndustrial Statistics, 1900-1957 (Paris: Organization for 


European Economic Cooperation, 1958). 


Note: 100 represents industrial production in the peak year of 1929. The figures for before and after 1929 are percent- 


ages of that industrial output. 


and 84 percent of their value when they hit bot- 
tom in June 1932. Many argue that the run-up in 
stock prices had been part of a speculative frenzy 
spurred by financial manipulation and overex- 
tended financing and that this played a role in 
the market’s rise and fall. Much wealth disap- 
peared in the collapse, and this helped reduce 
consumer spending, but most historians argue 
that the stock market mostly reflected investors’ 
outlooks rather than driving the economy. 

It appears that a collapse of consumer spend- 
ing in 1930 turned a minor recession into the 
Great Depression. Households shouldered an un- 
precedented amount of debt, which had doubled 
as a share of income during the 1920s. Much of 
this involved installment debt linked to the 
booming automobile market, with large down 
payments and short contracts. Missed installment 
payments triggered repossession and the forfei- 
ture of the down payment and any subsequent 
payments. Rather than defaulting on these loans 
when the recession brought falling incomes and 
uncertainty, consumers responded by cutting 
back other expenditures, with overall real con- 
sumption expenditures falling over 6 percent. 
Unfortunately, this caused a snowball effect, with 
firms forced to lay off additional workers. The 
drop in demand also caused prices to fall, and 
this deflation further crippled the economy by 


making it harder for businesses to earn a profit 
and by increasing the real value of business and 
household debts. 

The collapse in spending was then abetted by 
weaknesses in the banking system. Most banks in 
the United States remained small ventures, with 
only a single branch and loans tied almost com- 
pletely to the local economy. When low prices 
meant that many cotton farmers could not repay 
their loans, this led to a series of bank failures in 
the South in late 1930. Along with the failure of 
New York City’s Bank of the United States, these 
failures began to make depositors wary of keeping 
their funds in banks. Bank failures mounted dur- 
ing 1931 and peaked after Britain went off the gold 
standard in September. The Federal Reserve reacted 
to Britain’s decision by trying to convince interna- 
tional investors that the United States would not 
abandon gold. It responded by increasing interest 
rates, which made the dollar more attractive to in- 
ternational investors, but which also made it harder 
for troubled banks to borrow funds needed to re- 
spond to their depositors’ withdrawals. 

Finally, the entire banking system froze up in 
early 1933. When negotiations to save a large 
Detroit bank failed, the governor of Michigan 
declared a statewide bank “holiday” in February 
1933. Michigan depositors rushed to banks in 
nearby states to withdraw needed funds, but this 


Table 2 


Decline in Import and Export Dollar Values from 
1929 to 1932 (%) 


Imports Exports 
Argentina 74 64 
Australia 74 55 
Britain 58 64 
France 49 61 
Germany 65 58 
United States 69 69 


Source: League of Nations, World Economic Survey, 1932— 
1933 (Geneva: League of Nations, 1933). 


precipitated mandatory shutdowns in neighbor- 
ing states, until most of the banks in the nation 
closed. The erosion of confidence in the banking 
system proved critical because it caused deposi- 
tors to withdraw their funds, leaving banks with 
few resources to lend. Reduced lending meant 
reduced spending. In addition, the withdrawals 
caused the overall money supply in circulation 
to shrink, which spurred deflation and its nega- 
tive consequences. 

These events in the United States reduced its 
lending to the rest of the world. In addition, 
American demand for imports from the rest of 
the world declined, and the United States began 
to experience a surplus in its balance of payments. 
Europe paid for this trade imbalance by shipping 
gold to the United States, which normally would 
have pushed up American prices. But the Fed- 
eral Reserve “sterilized” these gold inflows by not 
allowing them to increase the money supply and 
prices. As Europe was drained of gold, America’s 
trading partners were pushed off the gold stan- 
dard. This financial shock and the reduction of 
exports to the United States helped spread the 
depression abroad. 

One of the responses of the United States to 
the depression was the passage of the Hawley- 
Smoot Tariff in June 1930, which raised taxes on 
imports (largely because the tariffs were in dollar 
terms and the deflation of the era pushed up the 
effective tax rate). America’s largest trading part- 
ner, Canada, immediately retaliated by increas- 
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ing its tariffs on U.S. imports. While the Hawley- 
Smoot Tariff was not a major cause of the Great 
Depression, it became part of a response to the 
depression in which countries turned inward and 
tried to reduce imports while increasing exports— 
in an effort to put their unemployed populations 
back to work. This “beggar-thy-neighbor” strat- 
egy of tariff increases and currency devaluations 
helped spread the depression and helps explain 
the tremendous reduction in world trade seen in 
Table 2. 


ROOSEVELT AND THE 
NEW DEAL 


The larger response to the Great Depression came 
with the election of 1932. Herbert Hoover had 
taken unprecedented actions to dampen the de- 
pression, including the creation of the Recon- 
struction Finance Corporation to assist failing 
banks and businesses, but this clearly was not 
enough in the eyes of the electorate, which 
elected Franklin D. Roosevelt president in a land- 
slide victory. Roosevelt and the Democratic Party 
responded to the depression with a blizzard of 
new programs, most of which substantially in- 
creased the role of the federal government in the 
economy. These responses included government 
building projects, income supports to farmers, 
bank deposit insurance, laws promoting unions 
and collective bargaining, the creation of an 
agency to oversee the stock market, and the es- 
tablishment of the Social Security system, unem- 
ployment insurance, and the minimum wage. 
Congress also decided that tariffs had become 
too high and granted the president powers to ne- 
gotiate lower tariffs with individual countries un- 
der the Reciprocal Trade Agreements Act of 1934. 
Unfortunately, because the damage done by the 
depression (especially to the banking system) 
proved so severe or because some of the new 
policies remained deeply flawed (especially the 
National Recovery Act), the recovery from the 
depression was slow and painful, with a second 
recession (the “Roosevelt Recession”) hitting in 
1937 and the unemployment rate remaining at 
or above 10 percent until the end of the decade. 


Robert Whaples 
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Unemployed men queue up outside a soup kitchen opened in Chicago by Al Capone in February 1931. The Great Depression was an 
economic event of unprecedented dimensions. In the United States, the value of economic output (real gross domestic product) fell by 27 
percent from 1929 to 1933. (National Archives at College Park) 


See also: Gold Standard; Keynes, John Maynard. 
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GREATER EAST ASIA 
CO-PROSPERITY SPHERE 


In 1940, the Greater East Asia Co-Prosperity 
Sphere was declared by Japan, which envi- 
sioned an independent pan-Asian alliance free 
of Western influence and based on strategic 
and economic interests. 


When Prime Minister Matsuoka Yosuke laid out 
the plan for the Greater East Asia Co-Prosperity 
Sphere in August 1940, he asserted a pan- 
Asianism that dated back to at least the 1880s. The 
tradition included romantic idealism, an aware- 
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A struggle partly over trade in East Asia, the Russo-Japanese War 
of 1904-1905 was the first major conflict to result in the victory of 
a non-European power over a European one. Shown here are 
Russian sailors loading torpedoes. (© Topham/The Image Works) 


ness of a common cultural heritage, and a view 
of Asian spirituality as superior to the material- 
ism of the West. By the 1930s, pan-Asianism was 
more pragmatic and realistic, based on strategic 
and economic considerations. The sphere also 
served as an expression of Japanese “manifest 
destiny,” its mission to become Asia’s leader. This 
sentiment had been growing since the turn of the 
twentieth century. 

Japan had established a presence in China and 
in Korea and in 1905 had won the Russo-Japa- 
nese War. Still, it perceived that the West had not 
shown Japan the respect it was due. In 1919, the 
West rejected Japan’s request for inclusion of a 
racial equality provision in the League of Nations 
charter. The Washington Naval Conference of 
1921 defined a battleship ratio of 5:5:3 for the 
United States, Great Britain, and Japan. And in 
1924 the United States enacted the Japanese Ex- 
clusion Act. 

Japanese militarism found an outlet in China, 


EAST ASIA CO-PROSPERITY SPHERE 


a source of raw material and a market for Japa- 
nese industries and investments. Japanese aggres- 
sion in China led the United States to embargo 
oil from the Dutch East Indies and rubber from 
Indochina, and the other colonial Westerners re- 
stricted other resources. Japan needed Asian raw 
materials for economic self-sufficiency. As a 
neomercantilist venture, the co-prosperity sphere 
was to provide Japan markets for its finished 
goods in return for a secure source of raw materi- 
als. It was also hoped that Japanese expansion 
would help relieve population pressures mount- 
ing in Japan. 

The popular projection of the plan did not 
stress aspects that highlighted Japan’s expansive 
designs on its neighbors. Rather, it stressed “Asia 
for the Asians,” liberated and prosperous Asian 
nations working together without the West. 
Rhetoric of coexistence and co-prosperity was 
designed to increase cooperation. Burma and In- 
donesia remained more susceptible to the rheto- 
ric than other Asian countries. But the reception 
in Asian countries did not matter to the Japanese 
government, which established puppet govern- 
ments, notably in the Manchurian region of 
China. The program of “Japanization” disre- 
garded local customs and mores. The Japanese 
also practiced torture, execution, and forced la- 
bor, causing local populations great suffering. 

Some Japanese wanted the sphere to include 
India, Australia, and New Zealand. When at- 
tempts to include part of India failed, military con- 
siderations limited the western extent to Burma. 
Japan occupied Indonesia, North Sumatra, Ma- 
laya, Vietnam, Burma, the Philippines, Papua 
New Guinea, and Siam (renamed Thailand in 
1939), though its control varied by location. Gen- 
erally, local elites worked with the Japanese to 
preserve or enhance their power. Most conquered 
nations experienced armed violence and politi- 
cal disruption. A disruption of commercial links 
with Europe followed. In Indonesia and Malaya, 
the sphere promoted local nationalism, but the 
rest of Southeast Asia changed little. Japan’s de- 
feat in World War II ended its pursuit of the 
Greater East Asia Co-Prosperity Sphere. 


John Barnhill 


See also: World War II. 
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GREEK CITY-STATES 


City-states that dominated the mainland and 
islands off of Greece from 700 to 332 B.c.E. 


During the sixth century B.c.£., a shift in the po- 
litical and economic structure throughout Greece 
occurred. Several cities consolidated their control 
over the surrounding countryside, with Sparta, 
Athens, Corinth, and Thebes emerging as the 
most prominent. Citizens were no longer identi- 
fied by their village affiliation but by the city-state 
under whose control they resided. Walled fortifi- 
cations were erected around each of the domi- 
nant cities. Inside the walls stood the temples, the 
public meeting places, and the marketplaces (ago- 
ras). Agricultural goods from the surrounding 
countryside were sold in the city. 


POLITICAL AND MILITARY 
BACKGROUND 


By the sixth century B.c.£., Sparta had emerged 
as the strongest city-state. Located in the 
Peloponnesus region of Greece (the southwest- 
ern portion of the country), Sparta developed a 
thriving culture based on the arts. The fertile val- 
ley along the Eurotas River produced sufficient 
agricultural produce for the population, but the 
Spartans relied on Messenians, a group of people 
that they had conquered, to work the land. When 
the Messenians revolted in 640 B.c.£. (a revolt that 
lasted for two decades), the Spartan society was 
transformed into a military state. Although the 
political structure continued to be controlled by 
two kings, ordinary Spartans were extended the 
right to vote to ensure their loyalty to the state 
during these difficult times. Once the Messenian 
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wars were over, Sparta used its military power to 
dominate the rest of the Peloponnesus. The Spar- 
tans did not subjugate the other city-states, but 
instead negotiated alliances with them. The Spar- 
tan army offered protection from outside forces 
while it eradicated tyrants and established oligar- 
chies throughout the region. The overall effect 
was a more stable region. 

While Sparta continued to control the south 
and west of Greece, the city-state of Athens was 
consolidating control over Attica along the east- 
ern coast of Greece. The Athenian political sys- 
tem was based on democracy, with each man 
receiving one vote. The city was located near a 
natural harbor, and the Athenians gradually ex- 
panded their navy and influence over the Greek 
islands. At the beginning of the fifth century B.c.E., 
the Persian king turned his attention on Athens. 

The Persian empire had emerged out of the 
fragmented Near East in the late sixth century 
B.c.E. under King Cyrus. The empire grew rapidly 
and by the beginning of the fifth century B.c.£. had 
expanded to the borders of Greece. The Persian 
army first landed in Attica in 490 B.c.k. at a place 
called Marathon. The Athenian army, some 20,000 
strong, marched to Marathon to engage the Per- 
sian forces. Greatly outnumbered, the Athenians 
dispatched a runner to Sparta asking for assis- 
tance. The messenger made the 140-mile run and 
reached Sparta the following day. The Spartans 
could not assist the Athenians because they were 
in the middle of a festival. After the conclusion of 
the festival, however, they did march toward 
Marathon but arrived the day after the battle. 

The Athenians, under the leadership of 
Miltiades, were vastly outnumbered. For days, 
they waited to launch their attack. When news 
arrived that the Persian cavalry had boarded the 
ships and was planning on heading directly to 
Athens, the Athenian forces struck. The Persians 
suffered a devastating defeat—one that would 
result in the arrival of larger Persian forces in the 
future and one that also boosted Greek confidence 
in their ability to defend their home against the 
mighty Persian forces. 

The next time the Persians attacked, their army 
was so large that it had to march overland within 
sight of the coast where ships resupplied the forces. 
The Spartans, Athenians, and twenty-nine other 
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city-states joined together in an effort to defeat the 
approaching army. Xerxes, the Persian king, or- 
dered a simultaneous naval and land assault. The 
Athenians, with their large navy, were responsible 
for preventing a Persian naval victory, which they 
were able to achieve after two separate storms 
wiped out a large portion of the Persian ships. The 
remaining ships were tricked into attacking the 
Athenians and were defeated at Salamis. 

Meanwhile, the Spartan commander chose a 
fifty-foot-wide passage through the mountains at 
Thermopylae to engage the Persian land forces. 
The Spartans held the ground for a long time, kill- 
ing thousands of Persian soldiers, before finally 
being overcome. All the captured Spartans were 
executed. Although central Greece now lay open 
to the Persians, the arrival of winter forced a break 
in the campaign. Several Persian defeats in the 
following years forced them to withdraw toward 
the Hellespont. At that point, in 478 B.c.z., the 
Greeks began to actively pursue the Persians. 
They formed the Delian League to coordinate 
their efforts. The Athenians, now the dominant 
power in Greece, used the league to expand their 
empire. After the final defeat of the Persians, prob- 
lems arose between the Athenians and the Spar- 
tans. The defeat of the Athenians by the Spartans 
signaled the decline of the golden age of the city- 
state. 


ECONOMIC HISTORY 


The rise of the city-states resulted in the stimulation 
of political and economic contacts with the eastern 
Mediterranean. Greek olive oil and wine were 
traded with Phoenicia, where goods from points 
farther east were available for exchange. Trade be- 
tween the mother city-state and its colonies also 
occurred with each major city-state establishing sev- 
eral colonies. One of the regions settled by the 
Greeks was Sicily. Agricultural goods were routinely 
transported back to Greece from the fertile portions 
of the island. It was the abundance of food on Sicily, 
as well as its strategic location, that attracted the at- 
tention of the Carthaginians as well as the Romans. 
The success of the Greek traders in the Ionian Sea 
helped usher in the decline of the Phoenician domi- 
nance of trade. The Carthaginians, once a colony of 
Phoenicia, attempted to secure control of trade in 


the central and western portions of the Mediterra- 
nean resulting in the clash over Sicily. While the 
Greek city-states had to deal with outside forces from 
the east (Persia) and the west (Carthage and Rome), 
a larger threat developed to the north (Macedonia). 
King Philip II of Macedonia decided to expand his 
control over Greece before turning his attention 
eastward toward Persia. After consolidating Greece 
under his rule, Philip II made plans to conquer the 
greatest empire of the day but was murdered be- 
fore he could implement them. Instead, his son 
Alexander the Great would lead his forces to the 
borders of India and down into Egypt. 

During the height of the Greek city-states and 
after, Greece exported agricultural goods. In ad- 
dition, Greece exported its culture as well. The 
Romans prized Greek bronze sculptures. Archi- 
tectural forms were replicated in the temples of 
Rome until the Romans perfected the construc- 
tion of the arch, after the development of con- 
crete, which replaced the Greek post-and-lintel 
structure. Greek political systems were also used 
as an example in the formation of the Roman re- 
public. With the decline of the Greek empire and 
the rise of the Roman empire, control of the trade 
throughout the known world shifted to Rome. 


Cynthia Clark Northrup 
See also: Olives; Phoenicia; Roman Empire. 
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GUANGZHOU (CANTON) 


The historical gateway to China, Guangzhou 
is a thriving metropolitan city at the heart of 
national and global economic processes. 


Located just north of Hong Kong in the south- 
eastern province of Guangdong, Guangzhou, or 
“Canton” (based on the Portuguese Coutco), is a 
wealthy and modern city. It has deep historical 
roots and is at the center of China’s rapid indus- 
trial development. 


Guangzhou was already an important river 
and seaport by 214 B.c.z., when the emperor Qin 
Shihuang made the city the administrative seat 
of the Nanhai (South Sea) prefecture. Roman trad- 
ers arrived soon after, followed by Arab and 
Southeast Asian traders during the Tang dynasty 
(618-907). Once Arab traders lost the ability to or- 
ganize long journeys, however, Guangzhou’s in- 
ternational trade declined until the arrival of 
Europeans in the sixteenth century. 

The Portuguese were the first Europeans to 
arrive, coming to Guangzhou in 1514. Tensions 
between the Chinese and the Portuguese grew 
until the Chinese leased Macao to them in 1557. 
Allowing foreigners to set up a trading base away 
from the city was in keeping with China’s long- 
held custom of sustaining substantial trade while 
minimizing cultural and personal contacts. The 
Dutch came shortly thereafter, followed quickly 
by the British. Trade in silk, tea, porcelain, and 
cotton was brisk despite the controls of the Ming 
dynasty. After consolidating power, the emperor 
Kangxi of the Qing dynasty (1644-1911) opened 
the nation’s ports to foreign trade in 1685, just as 
Britain was becoming the dominant Western trad- 
ing power in the region. 

The emperor Qianlong sought to limit foreign 
influences in 1757, restricting all foreign trade to 
Guangzhou. Foreign traders were not allowed to 
enter the walled city; instead, they were relegated 
to specially designated “factories.” They were pre- 
vented from learning Chinese, could work only 
through assigned interpreters, could not bring 
women or weapons, and could only stay in Guang- 
zhou during the trading season. Also, all transac- 
tions had to go through the cohong, a monopolistic 
guild organized by thirteen government officials. 

Despite burgeoning trade, the British sent 
successive trade missions near the turn of the 
eighteenth century seeking access to other ports. 
The dramatic emergence of tea consumption in 
Britain led to a considerable trade deficit. British 
traders responded by promoting opium con- 
sumption in China, reversing the trade flow by 
the 1830s. While the Chinese emperor had passed 
several laws and had appealed to the British to 
curb the opium trade, opium consumption rose 
unabated, wreaking havoc on China’s society and 
economy. The opium trade increased even more 
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after the British East India Company lost its mo- 
nopoly on British trade to China in 1833. 

Lin Zexu, a government official sent to stop 
the opium trade, confiscated and destroyed 20,000 
chests of opium in 1839. The drug traders appealed 
to and then partly funded the British navy, which 
responded by bombarding and subjugating sev- 
eral cities. The First Opium War (1839-1942) ended 
when the Chinese capitulated to the Treaty of Nan- 
jing, which ceded Hong Kong to the British. The 
treaty also ended the Canton System by opening 
five so-called treaty ports to foreign trade, includ- 
ing Shanghai. The foreign settlements were con- 
sidered to be extraterritorial space, with each site 
governed by the laws and customs of the foreign 
nation. Foreigners not only had their own police 
force and justice system, but also controlled trade, 
taxes, and tariffs. China quickly entered into simi- 
lar treaties with other Western powers, granting 
all foreign traders the same advantages through 
linked most-favored-nation clauses. 

Guangzhou’s economy and population quickly 
declined as Hong Kong and other ports took its role 
in foreign trade. Nonetheless, Guangzhou was at 
the center of several political movements, includ- 
ing the pseudo-Christian, anti-Qing “Taiping Rebel- 
lion” of the 1850s. Later, Sun Yatsen, the founder of 
the Nationalist Party, organized several coup at- 
tempts from Guangzhou. One of the first commu- 
nist communes in China was set up in Guangzhou 
in 1927. Guangzhou became a major industrial cen- 
ter in the 1930s before being taken over by the Japa- 
nese in 1938. Finally, the communist takeover of 
Guangzhou in 1949 signaled the defeat of Chiang 
Kaishek’s Nationalist forces. 

While Guangzhou’s development was not one 
of Chairman Mao Zedong’s priorities, Deng 
Xiaoping chose it for the first market reforms of the 
late 1970s. Located near the Shenzhen and Zhuhai 
Special Economic Zones, Guangzhou has reestab- 
lished itself as a vital gateway to China and as the 
fifth-largest city in China. 


W. Chad Futrell 


See also: China. 
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GUANO 


Bird droppings accumulated over hundreds of 
years that gained popularity as a fertilizer in 
the nineteenth century and became a leading 
trade item in both Europe and America. 


The native populations of South America used 
guano, originally called huano, a Spanish word for 
the dried excrement of seafowl, as a fertilizer for 
thousands of years. The rocky barren islands off 
the coast of Peru proved the richest source for 
guano. Coastal Peru’s climate—of cold water flow- 
ing from the equator and meeting Peru’s warm 
air, which inhibited rainfall—allowed guano to so- 
lidify in a dry climate while preserving its nutri- 
ents. The coastal waters drew huge numbers of 
migratory birds, including the guanay cormorant, 
gannets, gulls, and pelicans that rested on the is- 
lands free from predators. Over time, these birds 
produced guano as deep as 150 feet. 

The Peruvian government recognized the 
value of guano and kept tight control of the com- 
modity with high prices. In 1830, the Peruvians 
exempted guano from taxation, since it was im- 
portant to Peruvian agriculture, fostering a local 
market, but an international market did not de- 
velop until 1840, when it was introduced in En- 
gland on a large scale. As journals, newspapers, 
and almanacs praised guano as a fertilizer and as 
its popularity grew, English farmers found that 
their yields increased between 30 and 300 percent. 
Unlike other fertilizers, guano was more soluble, 
performed well in heavy and light soils, and was 
rich in both nitrogen and phosphate. It was also 
versatile and had positive effects on a broader 
range of crops than other fertilizers. 

Extracting guano was no easy task. During the 
day, guano baked into a solid mass that required 
picks and shovels to break it loose. Most of the min- 
ers were indentured servants, convicts, military de- 
serters, kidnapped Peruvians, and slaves who 
worked twenty-plus hours a day digging trenches 
60 to 100 feet deep. The chunks of guano were then 
hauled by wheelbarrow to acanvas chute that went 
directly into a ship’s hold. The working conditions 
often made the workers ill. Also, the dust produced 
by guano was inhaled by workers and caused many 
respiratory and gastrointestinal problems. 


As the English market grew, prices declined 
and the English merchants began to look to the 
United States as a potential customer. American 
farmers were eager to try the fertilizer, and when 
they did, their yields increased as did the demand 
for guano. American farmers became increasingly 
unhappy with the high prices and began to peti- 
tion the U.S. government to help keep prices 
down. In response, the United States tried to ne- 
gotiate a free-trade agreement with Peru, but was 
unsuccessful. 

In the absence of a free-trade agreement, the 
United States drafted and passed the Guano Is- 
land Act of 1856, which allowed American citizens 
to take possession of areas not under the lawful 
jurisdiction of other nations. As a result, Ameri- 
can entrepreneurs claimed any piece of land with 
guano. Approximately ninety-four islands, rocks, 
and keys were claimed under the Guano Island 
Act, and sixty-six of them were recognized by the 
U.S. State Department as American acquisitions, 
including the islands of Howland, Baker, and 
Jarvis, as well as some Caribbean islands. As arti- 
ficial fertilizers were developed in the late 1800s, 
the demand for guano lessened. In Peru during 
the height of demand for guano (1840-1880), an 
estimated 20 million pounds was excavated for ex- 
port and generated $2 billion in profit. As the 
guano market declined, the United States re- 
turned most of the acquisitions. 

By 1910, Peru’s guano islands were severely 
depleted and the economy was suffering. In an 
effort to conserve the remaining guano reserves, 
the Peruvians established the Guano Administra- 
tion to preserve the guano, the birds, and the 
environment. Islands were designated off limits 
for six months to allow birds to raise young and 
replenish the reserves without interference from 
humans. Steps were also taken to manage the fish- 
ing industry so the guano-producing birds would 
remain attracted to the area, and bird preserves 
were established on the mainland. 


Lisa A. Ennis 


See also: Fertilizer. 
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GUNPOWDER 


A chemical explosive mixture that transformed 
warfare and global trade patterns in the early 
modern period. 


Gunpowder seems to have been first invented by 
alchemists in ninth-century China, where the 
explosive began to be used in ceremonies and for 
limited military purposes. Thirteenth-century 
trade along the famous Silk Road then brought 
gunpowder to Europe and the Middle East, where 
it began to impact military practices significantly. 

Gunpowder was quickly adopted by design- 
ers of late medieval European war machines, and 
armies fighting in the Hundred Years’ War soon 
employed early gunpowder cannon in sieges. Eu- 
ropean bell-founding techniques and processes 
probably influenced the early techniques of found- 
ing artillery pieces, which tended to be shaped like 
church bells. By the early fifteenth century, heavy 
bombards were being built that could shoot im- 
mense stone shot of 700 pounds or more against 
city walls. Gunpowder artillery strengthened the 
offensive capabilities of armies that could employ 
cannon in large numbers. Aragon and Castile em- 
ployed a huge artillery train to accomplish a rapid 
“cannon conquest” of Granada in the fifteenth cen- 
tury and complete the reconquista. Extensive use 
of siege artillery allowed French armies to seize 
many castles during the latter stages of the Hun- 
dred Years’ War, contributing significantly to the 
ultimate French victory. The Ottoman imperial 
army used over seventy guns to batter the walls of 
Constantinople in 1453. 

The awesome power of gunpowder siege ar- 
tillery prompted cities and states to develop new 
defensive techniques. Attempts to adapt existing 
castles or to modify fortification techniques for 
gunpowder technologies resulted in fifteenth- 
century artillery towers. In the early sixteenth 
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century, Italian Renaissance engineers began to 
design bastioned fortifications, also known as “star 
forts” for their appearance. These fortifications 
were built to sustain heavy fire from besieging 
artillery, while using mutually supporting artil- 
lery batteries sited in bastions to create a murder- 
ous zone of cross fire that attackers would have 
to cross to assail the defenses. The costs of build- 
ing these bastioned fortifications and arming 
them with sufficient artillery became astronomi- 
cal. Yet, the ongoing Italian wars demanded that 
even small city-states, such as Mantova, attempt 
to refortify their defenses according to the new 
designs or risk capture. Larger states used 
bastioned fortifications to protect strategic towns 
and market towns that were centers of trade and 
protoindustry. Well-defended cities employing 
bastioned fortifications could sustain long sieges 
even by immense armies, as Vienna’s defenses 
showed several times during the sixteenth and 
seventeenth centuries. 

Gunpowder began also to transform infantry 
weaponry in the fifteenth century, as hand-can- 
non began to be used alongside longbows and 
crossbows. In the sixteenth century, infantry in- 
creasingly turned to the harquebus, a matchlock 
weapon that could be effectively employed in 
conjunction with squares of pikemen that could 
protect the harquebusiers. 

Experimentation in weapons production and 
gunpowder manufacture produced a burgeoning 
arms protoindustry. Renaissance scholars studied 
projectiles and ballistics, while alchemists experi- 
mented with chemical mixtures of saltpeter, sul- 
fur, and charcoal to create ideal formulas for 
gunpowder. Corning processes were invented to 
manufacture gunpowder with grains resistant to 
humidity so that powder could be effectively con- 
served and transported. Complex, labor-intensive 
cannon foundries cast huge bronze siege guns, 
as well as smaller field artillery pieces. Transport- 
ing guns and supplying gunpowder for them re- 
quired the extensive use of logistic services. 

An international arms trade in gunpowder 
and firearms emerged in the sixteenth century 
and led to a proliferation of firearms. When cav- 
alry began to use pistols in addition to their 
swords or lances, sixteenth-century pistol mak- 
ers quickly responded with new lightweight com- 
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Gunpowder—shown here being turned into weapons at Woolwich Arsenal in England in 1750—enabled Europeans to manage vast colonial 
enterprises using small arms, artillery, fortifications, and ships without fear of serious challenge to their maritime connections and trade. 
(The Art Archive/Eileen Tweedy) 


ponents and elegant designs. Nobles and rulers, 
such as Louis XIII of France, invested in exten- 
sive collections of both military and hunting 
weapons. Arms experts, military engineers, and 
technical specialists found employment through- 
out Europe and the Middle East. 

Military enterprisers and mercenary leaders 
embraced gunpowder weapons and offered their 
specialized military services to princes and rulers 
who were engaged in the Italian wars of the six- 
teenth century. Groups of religious militants, of- 
ten composed of dedicated freebooters, armed 
themselves with firearms to fight for their faith 
during the European wars of religion of the six- 
teenth and seventeenth centuries. Military enter- 
prisers such as the Strozzi from Firenze and 
Albrecht von Wallenstein were able to build con- 
siderable fortunes through their military activities. 
Mercenaries and religious militants devastated 
war-torn areas: taking contributions from towns 


and villages, stealing food, and destroying crops, 
leaving peasants destitute. 

Larger and more extensive military forces 
developed during the late sixteenth and seven- 
teenth centuries, partly because of the pressures 
of gunpowder warfare. States began to use per- 
manent units of soldiers armed in part with gun- 
powder weapons and led by military elites. By 
the early seventeenth century, infantry were us- 
ing heavier, more powerful matchlock muskets. 
These firearms required soldiers to carry forked 
rests to support the weight of muskets when aim- 
ing them, while new forms of military drill and 
discipline were developed to use them effectively. 
Seventeenth-century armies, such as Gustavus 
Adolphus’s Swedish army in the Thirty Years’ 
War, also used significant amounts of field artil- 
lery. States sometimes used their larger armies to 
man lines of fortifications, as in the Netherlands, 
where Calvinist Dutch forces mounted a largely 


successful defense of their towns against Span- 
ish armies during the Dutch Revolt. 

Gunpowder radically transformed naval war- 
fare in this period, as shipbuilders adapted naval 
vessels to the possibilities of firearm technologies. 
Although attempts had been made to use naval 
artillery for centuries, shipborne artillery only 
became really effective in the sixteenth century. 
New heavily armed sailing ships, known as gal- 
leons, resembled floating fortresses brimming 
with artillery. European states began to build up 
extensive naval forces in the late sixteenth and 
seventeenth centuries to assert power and to pro- 
tect shipping on key trading routes. 

The combination of galleons with the bastioned 
fortifications to control ports gave Europeans the 
key tools to build and sustain powerful maritime 
empires in the Americas and coastal trading posts 
in Africa, India, and Southeast Asia. Galleons could 
easily withstand attack by other forms of naval 
vessels, giving European maritime power a great 
advantage over non-Western powers, even on seas 
far from home. There was little fear of retaliation 
from non-Europeans, except in port. European 
ships could even dismantle hostile port fortifica- 
tions, if necessary. The Portuguese achieved domi- 
nance in the Indian Ocean spice trade by the early 
sixteenth century. Armed ships in the Atlantic 
could connect with these Indian Ocean trade net- 
works, supplanting overland trade routes from 
China to the Middle East. 

Naval power and gunpowder technologies 
helped produce an economic shift from Mediter- 
ranean trade to Atlantic trade as the most impor- 
tant economic zone. While Spain’s conquest of 
Central and South America was made possible 
largely by epidemic diseases that ravaged Native 
American populations during the Columbian ex- 
change, galleons were key to the Spanish impe- 
rial system in the Americas. Spanish naval forces 
supported large-scale Spanish colonization in 
Mexico and portions of South America and helped 
bring large numbers of West African slaves to 
work in the Americas. Galleons also transported 
the silver and gold shipments from South Ameri- 
can mines to Europe, creating a price revolution— 
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a period of rapid worldwide inflation caused by 
the influx of large amounts of precious metals 
from New Spain onto the world market during 
the sixteenth century. Following the Spanish lead, 
the English developed sugar plantation colonies 
in the Caribbean and tobacco plantation colonies 
in North America. French and Dutch shipping 
also became involved in the Atlantic Ocean tri- 
angle trade networks. Rivalries developed be- 
tween European imperial powers, leading to the 
development of mercantilism. 

States that were able to develop military sys- 
tems and administrations to use gunpowder more 
effectively had a distinct advantage in the early 
modern period. Japanese daimyo fought a series 
of civil wars in the sixteenth and early seventeenth 
centuries, but the leaders who used gunpowder 
most successfully—Oda Nobunaga, Toyotomi 
Hideyoshi, and Tokugawa Ieyasu—emerged as 
Japan’s unifiers. Japanese state development and 
subsequent arms control policies ensured stability 
in Japan and a closed market system. Korean na- 
val artillery design helped stop Japanese attempts 
to take over the Korean Peninsula. Mughal armies 
used firearms to maintain their control of north- 
ern India, while the Ottomans controlled much of 
the Middle East with their Janissary musketeers 
and artillery. These Muslim “gunpowder empires” 
were successful in preventing European domina- 
tion or colonization of North Africa, the Middle 
East, and northern India during the early modern 


period. 
Brian Sandberg 


See also: Baroque; Castles; Mercantilism. 
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H 


HAITI 


A relatively minor actor in today’s global 
economy, Haiti played a central role as an ex- 
porter of tropical products and an importer of 
African slaves during the eighteenth century. 


Little is known of the native population of Haiti, 
the Tainos, most of whom died during the decades 
following Christopher Columbus's first voyage to 
the New World (1492). The Spaniards exported 
small amounts of gold and Mesoamerican Indian 
slaves, but Haiti did not become a major trade 
partner until the French took over the western 
third of Hispaniola, which they renamed Saint 
Domingue, following the Treaty of Ryswick (1697). 

The French imported a total of 1.7 million Afri- 
can slaves to their various Caribbean possessions 
between the 1650s and the 1830s. By 1790, 500,000 
slaves of African origin lived in Saint Domingue 
alone. Slaves not employed as house servants 
worked as field hands producing tropical products 
for the European market, most notably sugar, cot- 
ton, coffee, cocoa, and indigo. So large were the 
colony’s exports that they represented two-thirds of 
France’s foreign trade; half of Europe’s consumption 
of tropical products originated in Saint Domingue. 

In keeping with the then-dominant mercan- 
tilism, the French strictly controlled trade to and 
from Saint Domingue under a system known as 
the exclusif. Saint Domingue specialized in raw 
materials and foodstuffs, exported all its produc- 
tion to France, and imported all its needs, includ- 
ing slaves, foodstuffs, luxury products, and 
manufactured goods from France or from French 
merchants. Despite these trade restrictions and 
the scarcity of cash, smugglers traded with non- 
French ports, particularly Boston, to which plant- 
ers sent molasses in exchange for the dried fish 
they fed their slaves. 
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The many contacts involved in the slave trade 
and the production of export crops had a great 
political and cultural impact on Haitian history. 
Deeply resentful of the exclusif, white slave own- 
ers initially viewed breaking away from the French 
colony, along the lines of the American Revolu- 
tion, with interest. Inspired by the ideals of the 
French Revolution, free men of mixed black and 
white ancestry, known as mulatres (mulattoes), also 
supported independence, hoping that the revolu- 
tionary call for equality and fraternity would put 
an end to the legal racial discrimination under 
which they suffered. Slaves forcibly imported from 
Africa, who outnumbered free whites and mulat- 
toes ten to one, eventually launched a revolt in 
August 1791. After twelve years of fighting, slaves 
gained their freedom and Saint Domingue, re- 
named Haiti, became independent in 1804. 

Postindependence trade rapidly dwindled, as 
former slaves shunned plantation work and opted 
for small-scale subsistence farming instead. Politi- 
cal instability and land erosion further diminished 
Haitian exports, while slave imports disappeared. 
As of 2000, Haiti’s imports, a mere $1 billion, were 
four times as large as its exports. 

The cultural and racial legacy of eighteenth- 
century trade proved more lasting, and the mixing 
of African and French traditions is a characteristic 
of contemporary Haitian society. The main reli- 
gions are Catholicism and Voodoo (a religion in- 
corporating gods and saints from the Catholic and 
African pantheons). The main languages are 
French and Creole (a language based on French 
and African dialects). Racially, Haiti remains di- 
vided between a black majority (90 percent) and 
a mulatto minority of mixed European and Afri- 
can ancestry (10 percent). 


Philippe R. Girard 


See also: French Empire; French Revolution; Slavery. 
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HAKLUYT, RICHARD 
(1552-1616) 


An Elizabethan chronicler of exploration. 


Trained as an Anglican priest at Westminster and 
Oxford, Richard Hakluyt is better known as the 
most important chronicler of English exploration, 
trade, and colonization during the reign of Queen 
Elizabeth I. He was inspired to pursue his studies 
of navigation when just a boy by his older cousin 
and namesake. Richard Hakluyt the elder was a 
lawyer in London who collected maps and globes 
that showed the latest discoveries of the Spanish, 
French, and Portuguese. The younger Hakluyt 
soon went far beyond his cousin by collecting let- 
ters, government documents, business reports, 
logs of ship captains, and eyewitness accounts of 
explorers and seamen. He titled his collection The 
Principal Navigations, Voyages, Traffiques and Dis- 
coveries of the English Nation and published the first 
edition in 1589 and the second edition between 
1598 and 1600. 

Nearly one-tenth of the first edition of 
Hakluyt’s Voyages was dedicated to medieval ac- 
counts of exploration before Christopher Colum- 
bus. The largest part of this section covered the 
legendary trip of Sir John Mandeville to the Far 
East. The remainder of the work dealt with eye- 
witness accounts of English voyages, including 
those undertaken by traders with Russia and the 
attempts of John Davis to find the Northwest Pas- 
sage. The efforts of Sir John Hawkins to establish 
a triangle trade between England, Africa, and the 
West Indies along with accounts of Sir Francis 
Drake's circumnavigation of the globe were also 
included. 

The second edition of Hakluyt’s Voyages 
clearly showed how much England had changed 
in only one decade. The small island nation just 
learning about the wider world beyond its shores 
was now a rising imperial power. Legendary ac- 
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counts of exploration were removed, while a 
greater emphasis was placed on trade with Rus- 
sia and Scandinavia along with the colonization 
of the New World. The efforts of both Sir Walter 
Raleigh and his half-brother Sir Humphrey Gil- 
bert to found colonies in North America were in- 
cluded. Eyewitness accounts of important naval 
battles between England and Spain in the Atlan- 
tic, Caribbean, and Pacific were added, along with 
detailed information about the defeat of the Span- 
ish Armada in 1588. 

While Hakluyt was not an official member of 
the English government, he worked closely with 
Queen Elizabeth’s top advisors. Lord Burghley, 
Sir Robert Cecil, and Francis Walsingham relied 
on the documents he had collected when deter- 
mining the economic and foreign policy of the 
nation. He also provided valuable information to 
traders and explorers on the best routes to take to 
the New World and beyond. Since maps were 
hard to come by in the late sixteenth century, his 
Voyages often provided the only directions avail- 
able on sailing. He included “ruttiers,” or sailing 
instructions that outlined specific routes to take 
on the high seas, along with descriptions of the 
land and people who would be met along the 
way. Hakluyt also participated in trade and colo- 
nization himself. He helped to organize the Brit- 
ish East India Company in 1599 and the Second 
Virginia Company in 1609. He died a hero to his 
nation and was buried in Westminster. 


Mary Stockwell 


See also: Discovery and Exploration. 
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HAMBURG, GERMANY 


The largest port city in Germany, founded in 
825 c.E. 


In 825, the castle of Hammaburg was constructed 
between the Alster and Elbe Rivers. After the 
Archbishop Ansgar began using the castle as a 
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Since its days as a member of the German Hanseatic League of trading cities, Hamburg has been a major port of northern Europe. 
(Library of Congress) 


base from which to convert the barbarian Ger- 
manic tribes, the importance of the city increased, 
but it was not until the founding of Litbeck on 
the coast of the Baltic Sea that Hamburg emerged 
as an important port city. In 1189, Emperor 
Frederick I (Barbarossa) issued a charter to the 
merchants of Hamburg to build a new town be- 
side the former city and extended the right of toll 
exemptions from the Elbe River to the North Sea, 
navigational privileges, and special trading rights. 
Hamburg developed into Germany’s largest port 
city after the founding of the Hanseatic League 
in Luibeck in 1321. After the decline of the 
Hanseatic League, the city of Hamburg was de- 
clared a free imperial city (1510), established its 
own stock exchange (1558), founded the Bank of 
Hamburg (1619), and devised a protective con- 
voy system for its ships (1662). During the Napo- 
leonic Wars, Hamburg fell under French control. 

In 1819, the city once again became a free and 


independent town. Shipping began from Ham- 
burg to Australia and across the Atlantic Ocean 
during the mid-1800s. By 1912, the city had be- 
come the most important port in Europe, and sec- 
ond only to London and New York in the world. 
Just before World War I, the harbor area was ex- 
panded with the construction of the oil harbor, 
the Walterhofer harbor, the park harbor, the 
Maakwerder harbor, and the Ruegenberger har- 
bor. During both world wars, the city sustained 
heavy losses. After World War II, more than 50 
percent of the city’s facilities and 80 percent of 
the harbor had been destroyed and would not be 
rebuilt for another twenty years or more. 
During the period of the Hanseatic League, 
the city of Hamburg was a transshipment site for 
products such as grain, cloth, fur, herring, spices, 
timber, and metals. Its primary export was beer. 
By the nineteenth century, Hamburg had also be- 
come a storage area for products shipped into 


Europe such as coffee, cocoa, spices, and carpets. 
After the reconstruction of the harbors and facili- 
ties following World War II, Hamburg attracted 
many foreign firms. By the beginning of the 
twenty-first century, more than 185 Chinese and 
135 Japanese firms had established offices in the 
city. Today more than 3,000 import-export com- 
panies operate in Germany’s second-largest city. 
Each year more than 12,000 ships depart from the 
harbor to all points around the world. Hamburg 
continues to be a banking center for northern 
Europe as well as one of the country’s largest in- 
surance centers. Besides the port, Hamburg is also 
home to many service industries, famous enter- 
tainment districts, and opera houses. Although 
more than 3 million people live in the city, more 
than 40 percent of the land is reserved for nature 
parks or landscape reserves. 


Cynthia Clark Northrup 
See also: German Empires; Hanseatic League. 
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HANSEATIC LEAGUE 


A loose association of northern Germanic towns 
that promoted and protected their mutual 
commercial activity throughout the Baltic 
region. 


During the twelfth century, as the Crusades were 
being fought, German peasants began migrating 
eastward into Slavic lands. Local rulers encour- 
aged the immigration for a number of reasons, 
including the Christianizing of the Slavs, cultivat- 
ing the land for the production of food, and ex- 
tending their power. Initially, the Brethren of the 
Sword, a crusading order, was active in the Slavic 
lands, but the group was evidentially absorbed 
by the Order of the Teutonic Knights whose grand 
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master controlled the region. The Rhineland was 
also being linked commercially during this period 
with Cologne as the center of the alliance. 

Meanwhile, trade between Hamburg and Kiel 
along the salt road had developed in the west. In 
1143, the count of Holstein founded Ltibeck, and 
fifteen years later the duke of Saxony acquired 
the city and conferred on it the rights of an impe- 
rial free town. He offered peace terms to leaders 
in Norway, Sweden, Denmark, and Russia if they 
traded with the merchants of the city. A canal was 
constructed that linked Hamburg with Ltbeck, 
which replaced the overland route formerly used 
to transport the salt mined in Kiel. Merchants from 
the two towns agreed that it was in their best in- 
terest to cooperate in matters of trade. The two 
cities enjoyed trading privileges in London and 
Flanders as early as 1270. From Liibeck, trading 
centers were established at Visby on the Swedish 
coast of Jutland, Riga, Revel (present-day Tallinn), 
Danzig (present-day Gdansk), and Dorpat 
(present-day Tartu). These cities linked Littbeck 
with the trade of Novgorod and the eastern Bal- 
tic Sea. 


EARLY YEARS 


Trade was initially focused on Novgorod, where 
furs were exchanged for grain. Amber, honey, tar, 
and flax were also shipped from Russia through- 
out the Baltic. The forests around Novgorod 
would later yield the timber, masts, and naval 
stores highly desired by the Spanish, French, and 
English in the fifteenth and sixteenth centuries. 
Grain from Poland was shipped to England and 
Flanders, where it was exchanged for cloth and 
other guild-manufactured goods. Trade from the 
north included copper and iron ore from Swe- 
den as well as herring. Fish was a vital commod- 
ity during the Middle Ages because it was a source 
of protein and was eaten throughout Europe on 
fast days, during lent, and on Friday because of a 
papal prohibition on the consumption of meat on 
that day. Shipping fish over long distances pre- 
sented a problem until the merchants of Ham- 
burg supplied Litbeck with salt to preserve the 
herring. 

During the 1280s, the three groups—the 
Lubeck-Hamburg merchants, the Order of the 
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Founded as a mercantile association of north European towns for 
the purposes of promoting mutual security and exclusive trading 
privileges, the Hanseatic League came to dominate the trade of 
northern Europe by the fourteenth century. Here, league judges try 
a rule-breaking merchant. (Mary Evans Picture Library) 


Teutonic Knights, and the Rhineland merchants— 
joined to form the Hanseatic League. To facilitate 
trade in foreign countries, the Hansa established 
counters (Kontore) in Bruges in Flanders, Bergen 
in Norway, Novgorod in Russia, and the Steel Yard 
in London. These counters were three-story build- 
ings staffed by young, unmarried men who com- 
mitted to a minimum of one-year’s service 
(required since the Hansa ships completed their 
journey once a year). The first floor of the building 
was used for buying and selling, the second as a 
warehouse, and the third for living quarters. The 
employees were required to live on the premises 
and were locked in at night. The counters oper- 
ated as the equivalent of an early stock exchange. 

Cities involved in the Hanseatic trade could 
apply for membership, which would either be ac- 
cepted or rejected. Those accepted into the league 
were extended the same privileges as other mem- 
bers. One of the benefits of belonging to the Hansa 
was that merchants could ship their goods on a 
number of vessels also being used by other mer- 
chants. By dividing their goods among several 
vessels, the risk of losing a large amount of goods 
at one time because of a shipwreck or to pirates 
was reduced. In a period when no insurance was 
available, this option was vital for the merchants. 
Hansa ships would also travel in convoys and 
thereby offered added protection to the merchants 
and their cargo. 


The success of the Hansa merchants was se- 
cured by the development of the cog, a flat-bot- 
tomed boat with one mast and a square sail that 
had the capacity to carry as much as 200 lasts, with 
the average ship holding 100 lasts (200 metric tons 
per last). This technological development replaced 
the Viking ships that were faster but could carry 
only 20 lasts. The cogs moved like barges in the 
shallow waters along the coasts of northern Eu- 
rope carrying bulk items such as grain to their 
destinations. Without the use of advanced navi- 
gational tools, the ships relied on the astrolabe 
and a Book of the Seas that listed landmarks along 
the coast that would indicate their location. 
Churches, inlets, and the depth of the water 
would often be the only useful indicators for 
where the ships were on their journey. The use 
of the square sail meant that the ships could not 
sail into the wind but the seasonal wind direc- 
tional changes allowed the vessels to travel one 
way and then back within a one-year cycle. 

Although it is generally agreed that the roots 
of the Hanseatic League can be traced back to the 
original cooperation of merchants between Ham- 
burg and Liibeck in 1241, no exact date exists that 
marks the formal start of the league. Members did 
not operate under a formal constitution but did 
meet occasionally to discuss policies involving 
mutual defense and trade agreements. Atten- 
dance was sporadic and the results nonbinding. 
Members could voluntarily leave the association 
or could be removed if they failed to follow the 
policies of the league in matters involving foreign 
trade. Representatives would negotiate favorable 
trade agreements with foreign leaders, yet each 
city would receive its own copy of the agreement. 
During the thirteenth and fourteenth centuries, 
the Hanseatic League secured favorable, and in 
some cases, monopolistic agreements with foreign 
rulers and maintained their position through gifts 
and bribes. When the situation required more 
serious measures, the league could threaten to 
withdraw its trade or start an embargo as in 1358 
against Flanders. Rarely would a threat of force 
be used. 

A conflict did occur between the western third 
of the Hanseatic League, controlled by Libeck, 
Hamburg, and Waldemar IV of Denmark. The 
Danish king, who controlled the southern tip of 


Sweden (Scania) at the time, believed that he 
should control the revenues generated by the sale 
of herring caught in the waters off the coast of 
his territory. In 1361, representatives had just re- 
turned to Liibeck after renegotiating the herring 
rights when the king attacked and sacked Visby. 
An appeal for help from the other two portions 
of the league was ignored since the Rhineland 
did not see any benefit in the war and the grand 
master of the Teutonic Knights was a close friend 
of the Danish king and forbade any involvement 
in the conflict. Lttbeck sent 52 cogs, each with 100 
armed men, along with auxiliary ships to 
Copenhagen, where they sacked the city and then 
preceded to the Danish fortress on Scania. The 
plan was to join the army of the king of Sweden, 
but the army did not arrive. Instead, the Hanseatic 
forces disembarked in preparation for the attack 
and were on land when the Danish navy arrived 
in the harbor with their ships. The Hanseatic ships 
were either destroyed or captured, and the van- 
quished Hansa forces made their way home on 
foot. The leader of the expedition, Johann Witten- 
borg, was hanged in the public square on the in- 
sistence of the angry merchants who had not only 
lost their ships, but also their trading privileges 
for herring. 

The Danish king concluded a peace agree- 
ment with Ltibeck, but since the Rhineland por- 
tion of the league had not been involved in the 
conflict he decided that attacks on the center por- 
tion of the league was not prohibited by the treaty. 
Subsequent attacks went unanswered initially by 
both the western portion of the league that had 
just lost much to the Crown and the eastern por- 
tion under the grand master until the raids be- 
gan inflicting losses on the Order of the Teutonic 
Knights. The Prussian cities were allowed to de- 
fend the league against the Danish attacks. Mean- 
while, the king faced a revolt led by his nobles 
who wanted to recoup some of the privileges 
wrested from them by the king in his effort to 
consolidate power. Waldemar sought refuge with 
the grand master, who persuaded him that it was 
in his best interest to sue for peace with the league. 
The terms of the Peace of Stralsund (1370) granted 
Ltibeck the revenues generated from the herring 
trade control over the Danish fortress and even 
allowed the league to veto the ascension of any 
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new king to the Danish throne for the next fif- 
teen years. One of the consequences of the war 
was that the privateers who had received letters 
of marque, authorizing them to seize Danish ships 
as prizes, continued to ply the Baltic waters as 
pirates seeking easy wealth by attacking Han- 
seatic ships. 


DECLINE OF THE LEAGUE 


During the next century, the power of the league 
declined. Losses caused by piracy were com- 
pounded by the sudden movement of herring 
spawning from the southern tip of Sweden to the 
North Sea, which was controlled by the Dutch. 
Pressures also mounted as the neighboring region 
consolidated into nation-states. In 1386, Lithuania 
and Poland were united, followed by the forma- 
tion of a union between Norway, Sweden, and 
Denmark in 1397. These new nations and unions 
refused to grant the same trading privileges as 
before and in many instances insisted, for the first 
time, on the collection of duties on items imported 
by the league. In 1494, Tsar Ivan III cancelled the 
rights of the league to transact business in 
Novgorod. At the same time, the discovery of the 
New World shifted the emphasis of trade from 
the Baltic region to the Atlantic seaports. 
Amsterdam replaced Ltbeck as the busiest port. 

The peasant revolts that followed the Refor- 
mation resulted in the need of the German princes 
to consolidate control over the population. Many 
of the privileges enjoyed by the merchants were 
withdrawn. At the same time, the Hansa mer- 
chants found themselves unable to compete 
against the new large commercial firms such as 
the Fuggers. Member cities, which no longer per- 
ceived the benefit of participating, withdrew from 
the Hansa, further weakening the league. Trade 
between the league and the Atlantic countries 
continued until the 1600s with the Hanseatic 
merchants supplying timber, naval stores, and 
grain to the unified nation-states of Spain, France, 
and England, but the glory days of the German 
merchants were over. 

Since the Hansa was not a formal institution, 
its membership remained fluid and ambiguous. 
Membership estimates varied over time between 
200 at the height of the league’s influence to 70 
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cities as the power of the merchants declined in 
the seventeenth century. The last meeting of its 
members occurred in 1669. Few members attended, 
and no decisions were made. Although the league 
was never formally dissolved, the cities of Ham- 
burg, Lubeck, and Bremen continued to be referred 
to as Hanseatic cities through the nineteenth 
century. 

Cynthia Clark Northrup 


See also: Discovery and Exploration; Fugger Family, 
Novgorod; Ships. 


BIBLIOGRAPHY 

Dollinger, Philippe. The German Hansa, trans. and ed. D.S. 
Ault and S.H. Steinberg. Stanford: Stanford University 
Press, 1970. 

Scammell, G.V. The World Encompassed: The First European 
Maritime Empires, c. 800-1650. Los Angeles: University 
of California Press, 1981. 


HAPSBURGS 


The Hapsburg family of Europe is one of the 
oldest and most distinguished of the royal 
houses. 


The Hapsburgs reigned in one form or another 
from the fifteenth to the twentieth centuries. 
Guntram the Rich, who lived in the mid-tenth 
century, is considered by scholars to be the earli- 
est traceable ancestor of the House of Hapsburg. 
However, it was Werner, who died in 1096, who 
became the first count of Hapsburg. Otto was the 
count of Hapsburg to actually use this designa- 
tion. He died in 1111. 

The Hapsburg name comes from the family 
castle built in 1020. The castle was named 
Habichtsburg meaning Hawk’s Castle. It was lo- 
cated on the Aare River in the canton of Aargau 
in Switzerland. In 1173, Otto’s grandson Count 
Albert III inherited large estates in Alsace, Baden, 
and Switzerland. In turn, Rudolf II, who died in 
1232, and Albert IV inherited these lands. The 
Hapsburgs acquired more lands when the Houses 
of Lenzburg, Zahringen, and Kyburg became ex- 
tinct. The rise of the Hapsburgs to European 
prominence had begun. 

The Hapsburgs became prominent in Europe 


in 1273 after the election of Count Rudolf IV as 
the German king and as Holy Roman Emperor 
Rudolf I. A war with King Ottocar, or Ottokar, II 
of Bohemia precipitated this election. However, 
King Ottocar’s defeat and subsequent death at 
Marchfeld in 1278 allowed the Hapsburgs to take 
possession of the duchies of Austria, Carniola, 
Styria, and, in 1335, Carinthia. In 1282, Emperor 
Rudolf I declared these lands and the title itself 
hereditary. 

Rudolf’s son, Holy Roman Emperor Albert I, 
was assassinated in 1308. This led to the suppres- 
sion of the imperial title for more than a century. 
In the early fifteenth century, Albert V of Austria 
married a daughter of Holy Roman Emperor 
Sigismund. After Sigismund’s death, Albert suc- 
ceeded him as king of Bohemia and Hungary. In 
1438, Albert became the German king as Albert 
II. From this time on, except for the short period 
from 1742 to 1745, the head of the House of 
Hapsburg was elected both the German king and 
the Holy Roman emperor. 

In 1453, Holy Roman Emperor Frederick III 
elevated Austria to an archduchy. In 1471, 
Frederick acquired Fiume. During this time, he 
was in constant warfare against Matthias Cor- 
vinus, king of Bohemia and Hungary. The task of 
consolidating the empire would fall on the shoul- 
ders of his son, Maximilian. After becoming em- 
peror in 1493, Maximilian I, through his shrewd 
diplomacy, was ina large measure responsible for 
the establishment of Hapsburg domination of 
Europe and its politics until the beginning of the 
twentieth century. Maximilian’s marriage to Mary 
of Burgundy brought the family the Bourguignon 
inheritance in the Low Countries. His son Philip’s 
marriage to Joanna of Castile brought Aragon and 
Castile in Spain into the empire. His successor, 
Charles V, inherited Spain and its overseas em- 
pire, parts of Italy, the Netherlands, and the 
Hapsburg German and Austrian possessions. The 
Hapsburgs were at the zenith of their power, con- 
trol, and prestige. After his abdication in 1556, 
Charles V left all his holdings to his son Philip II 
of Spain. This meant that Philip II ruled Spain, 
the Netherlands, the Italian provinces, and the 
overseas empire. At the same time, Charles’s 
brother, Emperor Ferdinand I, ruled Austria, 
Bohemia, and Hungary. 


During the reign of Charles V, the king of Spain and emperor of 
Germany, the Hapsburgs ruled over much of Europe in the first half 
of the sixteenth century, a time when the continent was beginning 
to establish itself as the dominant trading region of the world. 
(Library of Congress) 


After the death of Charles, the House of 
Hapsburg was divided in two. The Austrian 
branch retained the imperial title. However, even 
with this division the Spanish and Austrian 
branches fought together during the Thirty Years’ 
War (1618-1648). Additionally, they fought the 
French in the Third Dutch War (1672-1678) as well 
as in the War of the Grand Alliance (1688-1697). 
This much warfare led to a major decline in re- 
sources for the Hapsburgs. 

The extinction of the Spanish Hapsburg line 
in 1700 led to the War of the Spanish Succession 
at the beginning of the eighteenth century. After 
the Peace of Utrecht in 1713 and the Treaty of 
Rastatt in 1714, Spain was no longer part of the 
Hapsburg empire. The family holdings had been 
reduced significantly. The war shifted economic 
power to Great Britain, which received the asiento 
from Spain granting the British the exclusive 
monopoly on the importation of slaves into the 
Spanish New World. The French lost their lucra- 
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tive fishing rights along the North Atlantic sea- 
board. The Austrian Hapsburgs received the Ital- 
ian provinces, except for Sicily, and the southern 
Netherlands. Shortly, the male line of the Aus- 
trian Hapsburgs would cease to exist, thereby cre- 
ating more hereditary complications. 

By the Pragmatic Sanction of 1713, Charles at- 
tained the constant indivisibility of the Hapsburg 
lands as wellas the right of succession of his daugh- 
ter Maria Theresa. When Charles VI died in 1740, 
the male line of the Austrian Hapsburgs ended. 
On the death of Charles Albert of Bavaria, Holy 
Roman emperor as Charles VII, and the only non- 
Hapsburg to rule since 1438, the imperial title was 
bestowed on Archduchess Maria Theresa’s hus- 
band, Francis. He was the grand duke of Tuscany 
and the former duke of Lorraine, and became 
Emperor Francis I. Their marriage in 1736 had cre- 
ated the House of Hapsburg-Lorraine. In 1740, the 
Prussians invaded Austria, a move that resulted in 
the War of Austrian Succession. During the con- 
flict, which was also known as King George’s War, 
territory changed hands, but at the conclusion of 
the war most of the gains were returned in the 
Treaty of Aix-la-Chapelle in 1748, except for some 
Austrian lands that the Prussians retained. 

Maria Theresa, unhappy with the outcome of 
the war, attacked Prussia in 1756, thus precipitat- 
ing the Seven Years’ War, also known as the French 
and Indian War. This conflict affected trade world- 
wide. As a result of the fighting, the European na- 
tions verged on bankruptcy. Increased taxation and 
the imposition of taxes by the British on their 
American colonies led to the American Revolution. 
French attempts to force the British out of India 
resulted in British control over the subcontinent 
and its pepper and cotton trade in the postwar 
period. Britain emerged as the dominant world 
power as a result of its victory in this conflict. 

At this point, the Hapsburgs again split into 
two lines. One carried on the main Hapsburg heri- 
tage, and the other was the Hapsburg-Lorraine 
line. Maria Theresa’s grandson, Francis II, was the 
last Holy Roman emperor. During his reign, the 
Hapsburg empire played a leading role in the de- 
fense of Europe against Napoléon Bonaparte. In 
1804, sensing the end for the Holy Roman empire, 
Francis II assumed the title of Francis I, emperor 
of Austria. 
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At the Congress of Vienna (1815), Francis was 
one of the most powerful European monarchs, 
even with Napoléon at the height of his power. 
Ferdinand I, Francis’s infirm son, proved unable to 
hold his office. During the Revolution of 1848, 
Ferdinand was compelled to abdicate in favor of 
his nephew, Francis Joseph (Franz Josef). Francis 
Joseph ruled from 1848 until 1916. In 1859, Austria 
lost its possessions in Italy. The Prussians assumed 
the role of leaders even as that of the German 
Hapsburgs declined. 

The Hapsburg realm was restructured in 1867 
as the Dual Monarchy of Austria-Hungary. The 
assassination of heir apparent Francis Ferdinand 
in 1914 brought about World War I. This along 
with the death of Francis Joseph in 1916 left his 
grandnephew, Emperor Charles I, to witness the 
defeat of Austria-Hungary. 

The Austro-Hungarian empire was dissolved 
after Charles’s abdication in 1918. The Hapsburgs 
were the ruling house of Austria from 1218 until 
the end of World War Tin 1918. The new Austrian 
republic banished the Hapsburgs in 1919. Charles 
attempted to regain his Hungarian throne in 1921, 
but his efforts proved unsuccessful. He died in 
exile. Charles’s son, Archduke Otto, succeeded 
him as head of the Hapsburgs. In 1961, Archduke 
Otto petitioned the government to allow him to 
return to Austria as a private citizen. Otto's re- 
quest was granted in 1963. He became a resident 


of West Germany. 
Peter E. Carr 


See also: World War I. 
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HARBORS 


Part of a body of water along a coast—either 
naturally formed or man-made—that is safe 
and offers protection for ships. 


Harbors have been centers of trade since ancient 
times and continue to be so today. Ancient har- 


bors were locations where traders, merchants, and 
sailors congregated and cities developed. Since 
overland travel was traditionally expensive and 
dangerous, merchants transported their goods by 
water. Rivers from the interior regions flowed to 
larger seas. If the mouth of the river included a 
safe harbor for ships, a commercial center would 
develop with storehouses and marketplaces. Trad- 
ers would congregate there to conduct their busi- 
ness. Cultural exchanges also occurred at these 
harbor cities, with multiple languages commonly 
spoken. Items from faraway places could be ex- 
changed for local goods or products from other 
parts of the world. 

Most harbor cities operated under the protec- 
tion of the local ruler who collected taxes on the 
sale of items. Trade brought wealth to the ruler 
who could then use the profits to construct a navy 
to protect the harbor or to conquer other people. 
On many occasions throughout history, the for- 
mation of a navy signaled the beginning of a pe- 
riod of colonization, such as with the Phoenicians, 
Greeks, Romans, Spanish, and British. Harbors 
became important for military purposes as well 
as for trade. The military power of the country or 
empire was increasingly required to protect trade. 
The British were among the first to realize the 
connection and began passing a series of naviga- 
tion laws in the 1660s that required English goods 
to be carried on English ships with English crews. 
In the late nineteenth century, the United States, 
having already expanded from coast to coast, 
searched for harbors in the Pacific Ocean (Hawaii, 
the Philippines, Guam, and Midway) for their 
merchant and military ships. Harbors remain vi- 
tal for the projection of both economic and mili- 
tary power throughout the world. 


MEDITERRANEAN WORLD 


One of the most ancient harbors is that of Sidon in 
present-day Lebanon, which was in use during 
Phoenician times. The natural harbor was located 
at the end of the Lebanon Mountains at a point 
where the cedar forests were not very dense. Goods 
from Damascus to other parts of the Mediterranean 
Sea were shipped through Sidon during the fif- 
teenth and fourteenth centuries B.c.£. Local goods 
such as cedar were shipped to Egypt in exchange 


for grain and wheat. After 1253 B.c.£., when the Phi- 
listines attacked and destroyed the city, power 
passed to a second harbor city of Tyre, which was a 
colony of Sidon. Tyre remained dominant until the 
Babylonians destroyed much of the region after a 
revolt by Egypt, Syria, Sidon, and Phoenicia in 606 
B.c.E. Sidon surrendered before the Babylonians 
arrived and was spared. Tyre was destroyed, 
thereby allowing Sidon to once again emerge as 
the leading harbor of the Levant. Sidon prospered 
by trading its unique purple dye and textiles as far 
away as Spain. Cedar and the city’s transparent 
glass were also important exports. During the Ro- 
man empire, Sidon operated a mint and was the 
point of transshipment for goods moving from 
Damascus to Rome. The harbor was later used by 
the crusaders and others until the seventeenth cen- 
tury, when Fakhr ad-Din II ordered its entrance 
filled to prevent invasion by the Turkish fleet. 

When Alexander the Great conquered the Per- 
sians, he gained control over Egypt. In 332 B.c.z., 
he founded the city of Alexandria, which had a 
double harbor. When Alexander died, his domin- 
ions were divided among his generals, with Egypt 
going to Ptolemy. The city of Alexandria became 
the largest city in the Mediterranean region by 250 
B.c.E. A lighthouse, one of the seven ancient won- 
ders of the world, guided ships into the harbor, 
where exotic spices from India arrived by sea and 
where goods were shipped to all parts of Europe. 
Alexandria continued to operate as a major har- 
bor city with businessmen establishing offices from 
many different countries in the city itself. Frag- 
ments of contracts reveal the sale of goods from 
Punt (present-day Somalia) and even the south- 
ern tip of the Arabian Peninsula (present-day 
Yemen) being received for merchants from Greece, 
Macedonia, Rome, and Carthage. Alexandria de- 
clined in importance after the Arabs moved the 
capital of Egypt to Cairo in 969 c.z., and by the 
fourteenth century the harbor had silted up. In 
1819, a canal to the Nile was constructed and the 
importance of the city was acknowledged once 
again as a deep-water port. In the twentieth cen- 
tury, Alexandria operated as an industrial center 
that produced refined petroleum, cotton textiles, 
paper, plastics, and processed food. 

Another important Mediterranean harbor was 
located at Ostia, an ancient city at the mouth of 
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the Tiber River just south of Rome. The founders 
of Rome used the harbor as a source of protec- 
tion as well as for the shipment of goods. Under 
the empire, Augustus, Claudius I, Trajan, and 
Hadrian all expanded the harbor and the city. The 
harbor had many storehouses where goods 
would be held until they were put on barges that 
oxen would then pull up the Tiber to Rome. One 
of the largest commodities shipped to Ostia were 
slaves from North Africa and the Middle East. 
Most Roman families had at least one slave, and 
many slaves also worked in the storehouses and 
on the docks. By the third century c.z., the im- 
portance of the city began to decline as the wealth 
of the Roman empire shifted to Constantinople. 
Ancient ports reflected the wealth and impor- 
tance of the empires in which they were located. 
During the reign of Athens over much of the 
Mediterranean, Athenians constructed and forti- 
fied the harbor at Piraeus located about four miles 
south of the city. The port continues to operate as 
a transshipment point for Greek exports such as 
olive oil and for the importation of goods from 
throughout the world. Ancient Carthage also had 
a major port on the Lake of Tunis. The harbor of- 
fered both protection and food, as a variety of fish 
lived in these waters. Founded asa colony of Tyre, 
Carthage became one of the largest trading cen- 
ters in the Mediterranean as the ancient harbors 
experienced a series of conquests. Goods from 
North Africa, Sicily, and Spain were traded regu- 
larly. Items such as cloth, ceramics, glassware, 
arms, and woodworks were exported from 
Carthage. After the Greeks consolidated their con- 
trol over the eastern Mediterranean, they faced 
the Carthaginians at Sicily, where the Romans 
began their ascent over both cultures. The Ro- 
mans, at the conclusion of the Punic wars, de- 
stroyed the city of Carthage, and salt was sown 
into the soil to prevent the growing of crops. 


EAST ASIA 


Outside of the Mediterranean world, other im- 
portant harbors existed. In the Spice Islands, the 
port at Melaka (Malacca) offered safety to ships 
plying the dangerous waters of the region. Melaka 
continued to dominate trade in the area until the 
British took control of Singapore in 1824. Under 
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The harbor in Hong Kong, one of the finest in East Asia, became 
the leading opium port in the world in the mid-nineteenth century. 
(Library of Congress) 


the British rule, Chinese and Malay merchants be- 
gan trading at Singapore. With the development 
of the harbor, trade flourished. Tin and rubber be- 
came the primary commodities. The construction 
of a railroad from the Malay Peninsula to Bangkok 
and the construction of an airport helped to in- 
crease trade further. 

Another important harbor in the Far East is 
located at Hong Kong. The rocky, barren island 
off the coast of southeast China, already occupied 
by the British since the First Opium War (1839- 
1842), was leased to the British by the Chinese 
government in 1898 for ninety-nine years. Hong 
Kong has many natural harbors, but the Victoria 
harbor is one of the finest harbors in the world. 
Operating as a free port, Hong Kong became a 
point of transshipment for goods exported from 
China to the rest of the world. A booming trade 
center developed along with a large banking and 
shipping industry. The textile industry is one of 
the world’s largest, primarily because of the avail- 
ability of cheap labor. Other products manufac- 
tured in Hong Kong include plastics, electrical and 
electronic devices, watches, jewelry, and toys. 
Food is imported from China, except for fish that 
are abundant in the waters around Hong Kong. 


In 1997, Hong Kong reverted to Chinese rule and 
operates as a conduit for most of the trade be- 
tween China and the rest of the world. Other 
major deep-water harbors throughout the South 
Pacific and the Far East include Sydney, Austra- 
lia; Manila, Philippines; and Auckland, New 
Zealand. 


AMERICAS 


Cities in the New World developed around har- 
bors as major cities from the seventeenth 
through the twentieth centuries. Boston has a 
natural harbor that protected the early immi- 
grants as well as the shipping industry that de- 
veloped in New England. Philadelphia also 
boasted a natural harbor, as did Baltimore. All 
these cities relied on the transatlantic trade for 
their livelihood during the colonial and early re- 
public period. Goods such as salted fish, food- 
stuffs, lumber, and naval stores were shipped 
either to Great Britain or were exchanged for 
slaves along the west coast of Africa. The slaves 
would be sold or exchanged in the Caribbean 
for sugar and molasses, which were used for the 
production of rum in New England. Goods 
shipped from these ports to Great Britain would 
be exchanged for manufactured items not avail- 
able in the colonies. The lucrative trade from 
these harbor cities ensured the growth of the 
colonies, and when this trade was disrupted by 
various acts of Parliament in an attempt to raise 
tax revenues, these harbor cities were the first to 
resist this new form of direct British taxation, re- 
sistance that led to the American Revolution. 
Other colonial port cities included Charleston, 
South Carolina, from where rice and tobacco 
were sent to England, and Providence, Rhode 
Island, which exported salted fish. 

The two major harbors in the Gulf of Mexico 
that became part of the United States were New 
Orleans, Louisiana, and Galveston, Texas. New 
Orleans, located at the mouth of the Mississippi 
River, operated as a port for the French, the Span- 
ish, and then the French again before the United 
States purchased Louisiana for $15 million from 
France. As Americans moved further west after 
the American Revolution, the right to navigate 
the Mississippi River became vital since shipping 


goods over land was too expensive. In 1795, Tho- 
mas Pinckney, envoy extraordinaire to Spain, ne- 
gotiated a treaty for free access to the Mississippi 
River and the right of deposit at New Orleans. 
Without such access, American settlers in the then 
western portion of the United States would have 
been prohibited from trading with the rest of the 
country. Great Britain recognized the importance 
of the harbor at New Orleans and attempted to 
capture the city to win the War of 1812. 

The other major port was located at Galve- 
ston. Galveston was the port city through which 
much of the cotton from Texas was shipped dur- 
ing the nineteenth century. Unfortunately, in 1900 
the island was decimated by a hurricane with a 
great loss of life and property. Plans were then 
made to dig a deep-water ship channel to Hous- 
ton so that ships would be better protected. Since 
the channel’s completion in 1914, Houston has 
developed into the fourth-largest city in the 
United States, with trade centered on petroleum, 
chemical, natural gas, salt, and limestone 
products. 

On the U.S. West Coast, harbors at Los Ange- 
les, Seattle, and San Francisco developed during 
the mid-1800s, especially after the gold rush of 
1849. The British recognized the importance of a 
deep-water harbor when negotiating with the 
United States over the Oregon Territory. Instead 
of risking that the United States would gain con- 
trol of all the territory, the British agreed to the 
present-day borders that gave them Vancouver, 
British Columbia. Primary goods from the region 
included lumber, iron, copper, gold, fish, and ag- 
ricultural products. 

To the south of the United States a major har- 
bor is located at Panama City (important because 
of its location vis-a-vis the Panama Canal). Mexi- 
can harbors include Acapulco and Cancun, both 
known for their tourist industries. South Ameri- 
can harbors include several in Argentina, includ- 
ing Buenos Aires, Bahia, Exolgan Terminal, 
Quequin, and Rio de la Plata; Brazil, including 
the Imbituba, Itajai, Itaqui, Maceio, Para, Recife, 
Rio Grande, Santos, and Vitoria, as well as the 
Amazon Authority and Terminal 1 Rio; Chile, in- 
cluding Antofagasta, Chacabuco, Puerto Montt, 
San Antonio, Valparaiso, and Ventanas; Colum- 
bia, including Buenaventura, Cartagena, and 
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Santa Marta; Equador, including Guayaquil; Uru- 
guay, including the Ports Authority; and Venezu- 
ela, including Cabello and Maracaibo. Products 
from minerals and metals to foodstuffs are 
shipped out of these harbors, linking South 
America to trade networks around the world. 

Although Africa has a long coastline, there are 
few major ports and harbors. Some of the major 
ports include Algiers, Annaba, Bejaia, and Skikda 
in Algeria; Lobito in Angola; Djibouti harbor in 
Djibouti; Banjul in Gambia; the Namibian Ports 
Authority in Namibia; Nigerian Ports Authority 
in Nigeria; and Portnet in South Africa. 


EUROPE 


The major ports of Europe contributed to the rise 
of trade, especially from medieval times to the 
present. Antwerp in Belgium; Copenhagen in 
Denmark; Marseilles and Paris in France; Ham- 
burg in Germany; Genoa and Venice in Italy; 
Amsterdam in the Netherlands; Cadiz and Barce- 
lona in Spain; and London, Liverpool, and Cardiff 
in England have operated as harbors of trade for 
centuries. As these harbors developed, the adja- 
cent cities prospered from trade and the economy 
expanded. 

Even after the advent of the railroad and the 
airplane, a majority of goods were shipped from 
one harbor to another, both internationally and 
domestically. The ability of ships to load and un- 
load their cargo under the protection and safety 
a harbor was necessary for the conduct of trade. 
Many countries have worked to increase the 
depth of their harbors to accommodate the larger 
modern supertankers. In some instances, such as 
in Manhattan and Brooklyn, larger ships can no 
longer reach the docks, so trade has shifted to the 
New Jersey side of the harbor, where goods are 
off-loaded and trucked into New York City. As 
the size of ships increases, some harbors will be- 
come obsolete while others will be developed to 
take advantage of the opportunities. Harbors will 
continue to play an important role in trade in the 
future. 


Cynthia Clark Northrup 


See also: British Empire; Greek City-States; Roman Empire; 
United States. 
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HARGREAVES, JAMES 
(1720-1777) 


British inventor of the spinning jenny. 


Born in 1720 to a rural agricultural family in 
Oswaldwistle, England, James Hargreaves was 
not an educated person, but he did have experi- 
ence in weaving cloth (during the eighteenth cen- 
tury, English families in the countryside produced 
their own food and weaved their own cloth) and 
as a carpenter. John Kay’s invention of the flying 
shuttle when Hargreaves was just thirteen years 
old reduced the time needed to weave cloth, how- 
ever, it also created a shortage of thread. Har- 
greaves married Elizabeth Grimshaw in 1740, and 
the couple went on to have a large family. Two 
years later, several inventors developed a machine 
for spinning thread, but the required investment 
included the building of a small factory. The com- 
plex process failed to catch on, and the shortage 
of thread continued. 

In 1761, the Society for the Encouragement of 


James Hargreaves’s spinning jenny, invented in the 1760s, revolu- 
tionized weaving in England and helped establish the country as 
the world’s greatest exporter of woolen cloth. 

(© North Wind Picture Archives) 


(1720-1777) 


Arts, Commerce, and Manufacturers offered a 50- 
pound prize for the best machine designed to al- 
leviate the shortage. Hargreaves won the prize 
with his spinning jenny. The machine consisted 
of a moving carriage, designed to stretch the 
thread, which was attached to a large wheel with 
six spinning-wheel mechanisms. The device was 
easy enough for a small child to operate and was 
small enough to fit into the average cottage 
kitchen. The original spinning jenny could spin 8 
threads ata time, while later models were capable 
of producing 120 threads at a time. The original 
model was capable of producing the same amount 
of thread as eight people. Since fewer workers 
were required, many feared that they would lose 
their livelihood. 

Although initial reaction to the new machine 
aroused suspicion and resulted in the destruction 
of Hargreaves’s machines by angry workers, by 
1770, when he received his patent, more than 20,000 
spinning jennies were in operation, all constructed 
by those who had used his original design or im- 
proved on it. But the spinning jenny was only ca- 
pable of producing coarse thread. In 1771, Richard 
Arkwright created the water frame. In 1775, Samuel 
Crompton combined the water frame and the spin- 
ning jenny into a device called the spinning mule, 
which perfected the process begun by Hargreaves. 
With the invention of the spinning jenny, the wa- 
ter frame, and the mule, the shortage of thread was 
resolved and English textile mills boomed. 

Hargreaves died in his Nottingham factory in 


1777. 
Cynthia Clark Northrup 


See also: Textiles. 
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HAWLEY-SMOOT TARIFF 


The Hawley-Smoot Tariff culminated a forty- 
year period of protectionism in the United 
States. From Benjamin Harrison’s defeat of 
free trading Grover Cleveland in the election 
of 1888, protection remained the Republican 
program. 
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Among the highest tariffs in U.S. history, the 1929 Hawley-Smoot Tariff, named after its sponsors, Representative W.C. Hawley (left) and 
Senator Reed Smoot, hampered trade and, say some historians, contributed to the onset of the Great Depression. (Library of Congress) 


As early as the McKinley Tariff of 1890, Republi- 
cans advocated protection of not just infant in- 
dustries, but even mature industries. They 
understood that a high tariff would discourage 
imports. As a bonus, because it would shrink rev- 
enues it would also reduce the national surplus. 
Republicans remained so committed to protection 
that they willingly accepted the Sixteenth Amend- 
ment, the federal income tax, in exchange for the 
Payne-Aldrich Tariff of 1909. For forty years, the 
only exception to the consistent increases in rates 
was the Underwood Tariff of 1913, passed under 
the Democrat Woodrow Wilson. 

Back in power, Republicans enacted the Emer- 
gency Tariff Act of 1921, which, with the Fordney- 
McCumber Tariff of 1922, reflected the desire to 
protect the “war babies,” the new industries such 


as chemicals and dyes that produced products for- 
merly imported from Germany. Fordney- 
McCumber raised average duties to about 33 
percent. 

Although American sales were possible prima- 
rily because of American overseas lending, the 
prosperity of the 1920s occurred because of the 
high protective tariff. Logically, once the economy 
turned sour in 1929, conservatives thought to avoid 
depression by raising tariffs still higher. Congress 
debated for a year and in 1930 passed the tariff, 
over protests from foreign countries and Ameri- 
can economists. 

After the end of World War I, agriculture ex- 
perienced a depression. Herbert Hoover, hoping 
to give farmers some relief through protection 
from foreign competition, signed the bill. In fact, 
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although the tariff provided farmers minimal 
protection from foreign competition (it dropped 
from the free list hides, leather, shoes, timber, 
cement, long-staple cotton, and brick), the tariff 
protected industry while hurting agriculture. It 
led other nations, in self-defense, to establish high 
tariff walls against American products, including 
agriculture. 

Hawley-Smoot raised rates to the highest lev- 
els in more than a century. Increases of 50 per- 
cent were not unusual, and some rates doubled. 
With an average rate of 42 percent, Hawley-Smoot 
rates doubled those of the Underwood-Simmons 
Tariff of 1913. 

Debate continues about whether or not 
Hawley-Smoot caused or exacerbated the Great 
Depression. World trade nearly collapsed coinci- 
dent with the tariff war. Between 1929 and 1932, 
national income fell by half, and exports dropped 
from $5.4 billion to $1.6 billion. Unquestionably, 
high tariffs and retaliatory measures did not en- 
courage revival of trade. 

In the election of 1932, the Republicans cam- 
paigned on a platform of even higher tariffs. The 
Democrats ran on promises of reciprocal trade 
agreements, whereby the president could nego- 
tiate tariff reductions of up to 50 percent with 
countries agreeing to reduce their tariffs in turn. 
Between 1934 and 1947, reciprocity reduced av- 
erage tariff rates by 25 percent. 


John Barnhill 


See also: Great Depression; Tariff Barriers; Tariffs; World 
War I. 
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HECKSCHER.. ELI FILIP 
(1879-1952) 


A Swedish economist and economic historian 
who was considered a groundbreaker in both 
economic history and trade theory. 


Eli Filip Heckscher is known for his article “The 
Effect of Foreign Trade on the Distribution of In- 
come” (1919), which maintained that the types of 
commodities that a nation exports depends en- 
tirely on the nation’s endowment of resources. 
This scholarly masterpiece broke from classical 
international trade theory and introduced what 
became the Heckscher-Ohlin model of interna- 
tional trade. Born in Stockholm, Sweden, he stud- 
ied at Uppsala University where he was a student 
of David Davidson. He did his doctoral work at 
Stockholm University under Gustav Cassel. 
Heckscher’s doctoral dissertation was entitled 
“On the Importance of Railroads to Sweden’s Eco- 
nomic Development.” After finishing his doctor- 
ate, he served with a Swedish government 
committee as permanent secretary. In 1909, he was 
appointed professor of economics and statistics at 
the Stockholm School of Economics. Heckscher’s 
academic interests were in both history and eco- 
nomics. His scholarship became largely focused on 
economic history, where he broke new ground. In 
1929, Heckscher was appointed to a research pro- 
fessorship in economic history at the Stockholm 
School of Economics and was made chair of the 
Economic History Institute (now called the Insti- 
tute for Research in Economic History). 
Heckscher’s opus “The Effect of Foreign Trade 
in the Distribution of Income,” which was trans- 
lated into English in 1949 in Readings in Theory of 
International Trade, broke from the classical inter- 
national trade theory of predecessors like Adam 
Smith and David Ricardo. In this article, Heckscher 
developed the rudiments of the factor endowment 
theory of international trade by predicting the pat- 
tern of trade between nations centered on the char- 
acteristics of those countries. The Heckscher-Ohlin 
theorem states that a relatively capital-abundant 
country will export a relatively capital-intensive 
commodity. The theory is expressed in terms of 
factor intensity and factor abundance. Not only 
natural resources such as water, land, and miner- 


als were considered, but also supplies of labor and 
capital. Simply stated, Heckscher-Ohlin claims that 
a nation will export the commodity whose pro- 
duction requires the intensive use of the nation’s 
relatively abundant and cheap factor and import 
the commodity whose production requires the in- 
tensive use of the nation’s relatively scarce and ex- 
pensive factor. Therefore, the capital-abundant 
country will have a comparative advantage in the 
production of goods that are capital intensive. The 
country in which labor is plentiful will have a rela- 
tive advantage in the production of goods that are 
labor intensive. Under this model, the opening of 
trade implies a movement toward factor-price 
equalization. The theorem connotes that free trade 
will result in the equalization of factor prices in- 
ternationally. So then, the basis of trade is the dif- 
ference in prices because of differences in factor 
abundance. Trade may then happen because of 
these differences. Heckscher’s student Bertil Ohlin 
developed and elaborated the factor of endow- 
ment theory and went on to prominence in the 
field of economics. He received the Nobel Memo- 
rial Prize in economic sciences in 1979 for his work 
on international trade theory. There have since 
been many enlargements of the Heckscher-Ohlin 
theorem, most notably those of Paul Samuelson 
and Jaroslav Vanek. 

Heckscher was a prolific writer, with over 
1,000 works to his credit. His two-volume tome 
Mercantilism (1931) is considered a landmark work 
of twentieth-century economic history. The work 
appeared first in Heckscher’s native Swedish, 
then in German in 1932, and in English in 1934. 
In it, he details the genesis, expansion, and work- 
ings of mercantilism over the sixteenth through 
the eighteenth centuries, covering every major 
European country. Heckscher viewed the mercan- 
tile system as embodying the political and eco- 
nomic values of competitive young nation-states. 
He refuted the arguments of Adam Smith for sav- 
ing and investment and questioned the validity 
of mercantile theory that held that the way for a 
nation to become rich was to export more than it 
imported. Heckscher was successful in identifying 
a set of mercantilism’s significant characteristics, 
the pursuit of power being the most important. 

Mercantilism was regarded the first contem- 
porary fusion of mercantile theory and practice 
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and drew much criticism from his contemporar- 
ies in the field of economic history. Heckscher’s 
other major works include Ekonomisk historia: nara 
antydningar (1904), The Continental System: An Eco- 
nomic Interpretation (1918), A Plea for a Theory in 
Economic History (1929), Monetary History from 1914 
to 1925 (1930), and An Economic History of Sweden 
(1954), which covers 400 years of Sweden up to 
the early twentieth century. He died at the age of 
seventy-three in 1952. 


Arthur Holst 


See also: Ricardo, David; Smith, Adam. 
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HELLENIS-TIC 
ARCHITECTURE 


The design and construction of buildings around 
the Mediterranean and across Asia Minor from 
the death of Alexander the Great in 323 B.c.e. 
to the fall of Egypt to Rome in 30 B.c.e. 


Hellenistic architecture combined Greek (Hel- 
lenic) forms with those of other cultures brought 
into contact through trade, hence its name. Tend- 
ing toward a monumentality and lavish ornamen- 
tation unknown to Greek architecture of the 
preceding Archaic and Classical periods, Helle- 
nistic architecture has long been labeled a corrupt 
and degenerate style. Its origins are often linked 
to Athens’s fall from power as the center of Greek 
cultural, political, and economic life after its de- 
feat by Sparta in the Peloponnesian War (from 431 
B.c.E.). The fragile balance of power between the 
Greek city-states, disturbed by Sparta’s victory, 
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Monumental and highly ornamented, Hellenistic architecture—as represented in the Athenian Temple of Zeus of 
the fourth century 8.c.e.—manifested the wealth flowing into Greece as a result of conquests by Alexander the 
Great. (Library of Congress) 


ended when Alexander conquered the Hellenic 
world during the next century. His rise to power 
is often considered emblematic of decades of a 
basic cultural shift, wherein the Hellenic peoples 
shifted their primary loyalties from the city-state 
to the self. This shift—from social to individual 
consciousness—is central to the Hellenistic age 
and its architecture. 

This period also came after the greatest accom- 
plishment of Classical Greek architecture, the 
Parthenon, built on the Athenian Acropolis be- 
tween 447 and 432. The culmination of centuries 
of Doric temple building in stone, the perceived 
perfection of the Parthenon led Hellenistic archi- 
tects to believe that only increasingly baroque 
manipulations of traditional temple forms were 
possible. The oversized Temple of Zeus Olympus 
in Athens (ca. 170)—borne on fifty-seven-foot 
Corinthian columns (the Parthenon’s were just 
over thirty-four feet)—is often cited as a prime 
example of Hellenistic architecture. But while 
temples grew ever larger, secular buildings, such 
as marketplaces, theaters, and administrative 
buildings like the bouleterion (council meeting 
hall), were innovative and showed a new, dy- 
namic sense of experimentation. 


The most vigorous expression of Hellenistic 
architecture is not to be found in the traditional 
centers of mainland Greece—Athens and Sparta, 
by now suffering from declining wealth and few 
exportable goods—but in the new centers of im- 
perial power such as Alexandria, Antioch, and 
Pergamon. Enmity and uneasy peace connected 
the fragments of Alexander’s empire after 323, but 
so too did trade routes, which facilitated trade not 
only in grain and olive oil, but also in architec- 
tural style. Greek architectural style was dissemi- 
nated along these trade routes to outlying regions, 
where architects often mixed more traditional 
Greek forms with native architectural practices. 
Architectural theory also benefited from these 
trade ties, which spread the work of the major 
Greek theorists Pytheos (fourth century B.c.£.) and 
Hermogenes (second century B.C.E.). 

As a powerful center of trade and wealth, Al- 
exandria was perhaps the greatest of Hellenistic 
cities. Grand buildings proliferated amid the 
broad streets organized in a Hellenic grid pattern, 
including the Ptolemies’ massive royal palace, 
Alexander’s tomb, and the temple of the Muses. 
The city’s lighthouse, built on the island of Pharos 
and dedicated in 279, drew the most awe: its mas- 


sive size—440 feet tall—technical mastery, and 
eclectic style (though primarily pharaonic) mark 
it as Hellenistic. Likewise, it was an example of 
monumental architecture built in service of trade: 
its flame directed ships to the city’s two harbors. 

While important to the development of the 
Corinthian order, Antioch, the capital of Seleucid 
Syria built on a major trade route, did not rival 
Alexandria’s grandiosity. But Pergamon did be- 
tween 200 and 150, its Attalid rulers transformed 
a hilltop fortress into a visually stunning city that 
was a center of art and culture. Its steeply sloped 
theater and its sanctuary of Athena Ploias 
Nikephoros are notable, but the Great Altar of 
Zeus (ca. 180-160)—with its massive, elaborate 
frieze in high relief ambitiously depicting the 
battle between the gods and the giants—remains 
one of the most imposing examples of Hellenistic 
architecture. 

Hellenistic civic life was centered on the city’s 
agora, the open space that served primarily as a 
marketplace. It was usually bounded by one of 
the most important structures in Greek public life: 
the stoa. Resembling a modern porch or arcade— 
at the front a row of columns, at the back a wall, 
between an open space; often, especially during 
the Hellenistic period, of two stories and with 
several rows of columns—the stoa facilitated the 
political and educational aspects of urban life. But 
it was most often used for commerce. Rooms 
along the rear wall of the elaborate stoa of Attalos 
II in Athens (second century B.c.£.), for example, 
housed shops. Stoas were often placed in “L’ or 
“U” shapes around an agora and achieved a mas- 
sive, imposing scale during this period. 

Hellenistic architecture spurred limited trade 
in materials, although architects and builders used 
primarily local stone and some timber. Evidence 
of imported stone does exist, however, in some 
structures: the Temple of Zeus at Olympia, for 
example, incorporates sculpture made from im- 
ported marble. 


J.E. Luebering 
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HEMP 


Hemp has played a role in world commerce 
for at least 6,000 years, beginning in China as 
early as 4500 B.c.e., where it was fashioned 
into rope, fishnets, and scrolls. 


Hemp made its way from China to Korea and Ja- 
pan around 3000 B.c.£. and was used to create 
clothing, rope, and paper. It later spread to the 
Mediterranean and Germanic regions along an- 
cient trade routes. During the sixteenth through 
the eighteenth centuries, hemp and flax domi- 
nated Asian, European, and North American fi- 
ber crops. The first explorers to the Americas—the 
French, Dutch, Spanish, and British—had fash- 
ioned and depended on ropes and sails made 
from hemp. 

England needed great amounts of hemp dur- 
ing the 1600s and expected colonies to supply its 
naval needs. Hemp was a recommended crop 
from Jamestown, and the British government con- 
tinued to offer bounties for American hemp, yet 
hemp was not a profitable American crop and 
remained mostly imported. 

Hemp grew all over the world, but Russia 
maintained superior quality during the 1700s and 
1800s. The hemp plant (Cannabis sativa) was usu- 
ally dew-rotted in America, an easier process, but 
one that did not produce an adequately water- 
proofed rope. The Russian water-rotted process 
was slow and meticulous, often taking up to two 
years, but produced rope of exceptional quality 
and strength for naval purposes. Hemp became 
Russia’s largest agricultural export during the 
1700s, and its prominence in world trade during 
this century created the “age of hemp.” 

By the 1800s, the United States imported 
3,400 tons of its hemp with a peak importation 
of 5,000 tons annually during the 1820s and 1830s. 
American hemp planters did grow the crop 
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Once a major internationally traded agricultural commodity, hemp—used for rope and other purposes—was banned in the United States 
and elsewhere in the twentieth century because of its association with marijuana. Shown here, government officials inspect a hemp 
shipment in Manila, Philippines, in the early twentieth century. (Library of Congress) 


mainly in Kentucky and Missouri, areas that re- 
lied on the expanding cotton culture market to 
keep their prices high, as cotton bales required 
hemp rope and bagging, for which dew-rooted 
hemp sufficed. 

By the mid-1800s, hemp’s vital role in world 
commerce declined with the rise of two inventions: 
the steam engine, which powered ships not re- 
quiring extensive ropes and sails from hemp; and 
the cotton gin, which slashed cotton clothing pro- 
duction costs. Renewed interest in hemp devel- 
oped slightly in 1916 with a scientific paper noting 
that hemp hurds, a plant waste product previ- 
ously burned in fields, could be used to produce 
quality paper. 

Hemp was promoted as a war crop during 
World War II as U.S. propaganda encouraged its 
cultivation on the grounds of both patriotism and 
profits. The United States had imported its hemp 
from the Philippines until the Japanese occupa- 
tion in 1942, and six states (Iowa, Illinois, Wiscon- 
sin, Minnesota, Indiana, and Kentucky) were 


encouraged to grow industrial hemp. Production 
in 1943 and 1944 was so successful, at 100 million 
pounds annually, that enough straw tonnage was 
produced for the next two years. National produc- 
tion was then discouraged despite farmers’ desire 
for hemp as a mechanized and profitable crop. 

Despite the current amount of creative and 
environmentally safe products that can be pro- 
duced from the entire plant, industrial hemp still 
suffers from governmental policies that confuse it 
with marijuana. Manila hemp, or abaca, is manu- 
factured from a different plant entirely (a Philip- 
pine plant from the banana family [Musa textilis]) 
and has also been used to make high-quality rope, 
paper, and clothing. 


Lisa Ossian 


See also: Agriculture. 
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HENRY THE NAVIGATOR 
(1394-1460) 


The leader of early Portuguese exploration. 


The son of King Joao I of Portugal and Princess 
Philippa of Lancaster, England, Prince Henry 
spent his life winning wealth and glory for his 
country and a treasure of knowledge related to 
sailing and geography for the rest of the world. 
Trained in the best traditions of medieval chiv- 
alry as a boy, he spent most of his adult life as a 
member of the Military Order of Christ, the suc- 
cessor of the Knights Templar in Portugal. At the 
age of nineteen, he participated in his first expe- 
dition against the city of Ceuta across the Strait of 
Gibraltar in Morocco. In Ceuta, Prince Henry 
learned of caravans that brought gold across the 
Sahara from tropical regions along the Gambia 
and Senegal Rivers farther to the south. He re- 
turned to Sagres, a town on a promontory in 
southern Portugal that jutted out into the Atlan- 
tic, where he spent much of the rest of his life 
planning expeditions to find this fabled land on 
the western coast of Africa. 

Between 1415 and 1425, adventurers sent out 
from Portugal to explore Africa discovered the is- 
lands of Porto Santo and Madeira just northeast 
of the Canary Islands in the Atlantic. While settle- 
ment of Porto Santo failed, the colonization of 
Madeira was an immediate success. Prince Henry 
directed the settlement himself and ordered pris- 
oners from the jails of Lisbon to be the island’s 
first colonists. He sent cattle and seed for the set- 
tlers to use on the small farms he laid out for them 
on the island. He also imported sugarcane plants 
from Sicily and grapevines from Crete and 
Cyprus. Soon, Madeira was exporting lumber, 
honey, fruits, vegetables, sugar, and a wine named 
for the island to Portugal. As Madeira was being 
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settled, Portuguese sailors also discovered a 400- 
mile-long chain of islands in the Atlantic farther 
to the west that they named the Azores, the Por- 
tuguese word for “hawks,” in honor of the many 
birds that flew there. Along with Madeira, the is- 
lands of Santa Maria and Sao Miguel in the Azores 
soon became important Portuguese colonies in the 
Atlantic. 

Throughout the discovery and settlement of 
Madeira and the Azores, Prince Henry continued 
to urge his men to explore the western coast of 
Africa. He ordered his sailors to head past Cape 
Bojador just 100 miles south of the Canary Islands. 
The cape was the farthest point to which any Por- 
tuguese ship had ever sailed. Many of his men 
feared heading past Cape Bojador since legend 
said that the ocean turned thick and murky be- 
yond this point. Others believed that the sea 
would boil and set on fire those ships that dared 
to pass through it. Still others believed that moun- 
tains in the Southern Hemisphere were magnetic 
and would tear the metal bolts right out from 
ships as they approached. Ignoring these super- 
stitions, Prince Henry sent more than fifteen ex- 
peditions along the western coast of Africa before 
his captain Gil Eannes finally rounded Cape 
Bojador in 1534. 

As his men struggled with the high winds, 
treacherous currents, and shallow inlets along the 
African coast, Prince Henry realized that the tra- 
ditional Portuguese sailing ship known as a barca 
was not suited for the task of exploration. The 
square-rigged vessel was difficult to maneuver in 
the wind. It was also too heavy to carry the many 
supplies necessary on a long ocean trip. The deep 
bottom of the ship made it too dangerous to sail 
along the African shore without running aground. 
Working with the best craftsmen in Europe and 
the Mediterranean, Prince Henry constructed a 
new ship called a caravel. It was smaller, lighter, 
and swifter than a barca, and was also capable of 
carrying the heavier loads necessary on a long 
sea voyage. He soon made the Portuguese city of 
Lagos one of the most important shipbuilding 
centers in all of Europe. 

Sailing in one of Prince Henry’s new caravels, 
Nuno Tristao made it past Cape Bojador to Cape 
Blanco at the entrance of the Argium Bay in 1441. 
When Tristao returned to the bay two years later, 
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Prince Henry the Navigator helped spur the Portuguese toward 
overseas exploration and trade in the fifteenth century. This statue 
of Henry stands near New Bedford, Massachusetts, home to many 
Portuguese immigrants. (Library of Congress) 


he captured more than 200 natives and returned 
them to Portugal. Prince Henry oversaw the sale 
of the men, women, and children into slavery, and 
so began the modern Atlantic slave trade. Soon, 
other adventurers followed in Tristao’s wake 
down the western coast of Africa, claiming new 
territory for Portugal and capturing more slaves. 
They discovered Cape Verde and the Cape of 
Masts, which was named for the palm trees on 
shore that had been stripped of their leaves in a 
storm. Tristao himself made it to the mouth of the 
Gambia River, where natives killed him in 1446. 
Back in Sagres, Prince Henry assembled the 
best minds of his day to help with his nation’s 
discoveries. Arab scholars and Jewish merchants 
along with sailors from Genoa, Venice, Germany, 
and Scandinavia worked together to create maps 
that reflected the best geographical knowledge 
of the time rather than the myths and legends of 
the past. He also encouraged his sailors to use a 
simplified astrolabe called a balesilha for a more 
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accurate calculation of latitude. He promoted the 
study of the stars as a way to determine a ship’s 
position. He was as admired throughout Europe 
for his learning as he was for his explorations. 

While he never joined an expedition to West 
Africa, he participated in two more campaigns 
against Moroccan towns. In 1437, he and his 
younger brother Fernando led an attack on 
Tangiers. The Portuguese were forced to surren- 
der and leave Fernando behind as a hostage. 
Fernando’s death while still in prison in 1443 was 
the greatest sorrow experienced by Prince Henry. 
It was said that the prince never smiled again. 
Some twenty years later, the now elderly Prince 
Henry led a successful campaign against the 
Moroccan town of Alcacer Ceguer in 1458. He 
died in November 1460 convinced that someday 
his sailors would circumnavigate Africa and go 
on to dominate the trade routes to the Indies on 
behalf of Portugal. 


Mary Stockwell 


See also: Exploration and Trade. 
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HINDUISM 


Throughout its history, Hinduism has been 
tightly correlated with the structure of the 
Indian society and its economic system. 


Hinduism is generally regarded as the oldest 
world religion still practiced today. As a norma- 
tive system, Hinduism encompasses all aspects 
of life, and the regulations of trade (and some- 
times also the general attitude toward trade and 
worldly possessions) play a central part of the 
social attitude toward trade. Hinduism forbids the 
consumption of meat and alcohol. However, 
unlike most other major religions of the world, 
Hinduism represents more of a cultural and geo- 
graphic identification than a strict ideological 
dogma. It is defined more by a common ritual, 
stemming from a particular culture, than by a 


common belief or doctrinal base. Hindus share 
few common practices or beliefs. 

The caste system is inherent to the Hindu so- 
ciety. Preservation of the caste system served to 
contain social conflict between different classes 
and helped maintain the highly inegalitarian so- 
cial structure. The caste system provided believ- 
ers with a systematic rationale for everyone’s 
place in the world. 


INFLUENCE OF TRADE ON THE 
PROLIFERATION OF HINDUISM 


Unlike many other religions, Hinduism did not 
spread significantly because of trade links with 
other regions. It spread to Malaya and Indonesia, 
but not to other regions outside South and South- 
east Asia. Archaeological findings indicate that, 
by the fourth century c.E., maritime trade had 
brought Hinduism to Java and other areas of 
modern-day Indonesia, where Buddhism was 
already established. Hindu traders might have 
reached the area two centuries earlier, as shown 
by some indications of Hindu presence in Malaya 
in the second century C.E. 

One of the chief reasons that Hinduism did 
not spread as widely as Buddhism did was its 
nonproselytizing character. Hindu religious 
identity, unlike that of Buddhists, depends on 
the Hindu culture and ethnicity. In contrast to 
Buddhism or Islam, Hinduism did not spread 
significantly in consequence of the presence of 
Hindu traders along the Silk Road and other 
trade routes. 

The weakening of the Silk Road trade in the fifth 
century, with the decline in trade with the Roman 
empire and Persia, had affected the economy of sev- 
eral Indian cities. By this period, Hinduism as a 
religious power began to be shaped. This included 
the codification of sacred laws, the building of the 
great temples, and the accumulation of the myths 
and rituals in the Puranas. 

The economic problems and the loss of unity 
by the end of the fifth century were two of the 
causes of the growth of mystical sects in Hindu- 
ism, many of which survived until the modern 
period. Between the seventh and eighth centu- 
ries, a movement of missionaries, wandering 
around and singing praises for Vishnu, grew. 
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TRADE AND HINDUISM IN THE 
MIDDLE AGES 


It was during this period that the bhakti move- 
ments developed. They mobilized the followers 
of Hinduism to move away from their traditional 
association with the Indian aristocracy to coalesce 
into a movement, one that helped focus the frus- 
trations of the poor toward devotion. 

Beginning in the tenth century, the wealthy 
in Indian society were the landowners. By this 
time, the caste system developed to include peas- 
ants forbidden to leave the land where they 
worked. Furthermore, the Hindu institution dis- 
couraged landowners from being involved in 
trade or investment. The Brahmin elite consid- 
ered association with trade beneath them and 
even forbidden for their class. They also disap- 
proved of interactions with strangers through 
trade and declined to travel overseas. Religious 
contemplation was privileged over interest in 
material matters. 

Consequently, in tenth-century India trade 
routes deteriorated. The lack of use and of trade 
also affected communication and social interac- 
tion. But trade with foreign groups continued 
even as internal trade in India declined. During 
this period, India exported rice, grains, coconuts, 
spices, sugar, wood, dyes, and precious stones and 
imported perfume, finished cloth, silk, precious 
stones, gold, medicinal herbs, tools, and 
metalware. The discouragement of trade by the 
Hindu religious institution and the objection to 
trade by the Brahmins left some of the trade to 
other religious groups, mainly Muslims. 

This religiously based disinterest and scorn for 
the merchant had an effect on agriculture, as the 
Brahmins declined to investigate newer technolo- 
gies. Merchants faced both social and practical 
obstacles, as they lacked respect or legitimacy for 
their profession and at the same time had to work 
in an environment with limited infrastructure and 
outdated methods. 

This caused a gradual decline in trade. Trade 
guilds began to vanish by the end of the thirteenth 
century, and many of the trade routes fell into 
disuse from lack of traffic. Muslims held control 
over almost all of India’s overseas trade, especially 
maritime trade. The expansion of Hinduism was 
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Three high-caste Hindu children pose for the camera in Bombay, 
India, in 1922. While caste is not exclusively related to income 
level, higher-caste families tend to be better educated and have 
more wealth. (Library of Congress) 


also affected, as Muslim influence broadened in 
Southeast Asia (especially Indonesia) through 
Gujarati traders. By the end of the fifteenth cen- 
tury, Islam had become widespread in Indonesia. 

Over the years, the Muslim hegemony over 
maritime trade faded and Hindu merchants once 
more entered the field; the two groups developed 
a modus operandi regarding different tasks 
within the maritime trade. This agreement was 
breached with the arrival of the Portuguese, who 
used force to attain control of the maritime trade 
in the Indian Ocean. In the fifteenth century, more 
Hindus were involved in the Southeast Asian 
maritime trade (although most the merchants 
continued to be Muslim). 

Under the Islamic Mughal empire (from the 
eleventh to the eighteenth centuries), Hindus 
usually enjoyed liberal and pragmatic religious 
policy, even though Islam generally viewed Hin- 
dus as “heathens,” because they are not among 
the “people of the book.” However, by the end of 
the seventeenth century, with the reign of 
Aurangzeb, conditions had deteriorated. 
Aurangzeb levied taxes on Hindu merchants at 
twice the amount levied on Muslims. He also 


imposed jiziya (graduated property tax) on the 
Hindus. Many ascribe this policy to the disinte- 
gration of the Mughal empire. During the seven- 
teenth century, Indian trade with Europe in 
textiles grew, especially with the closing of Japan 
to European trade in 1640. Trade with Europe, 
which was to become a critical power in the re- 
gion, played a major role in the shaping of Hin- 
duism from this point onward. 


TRADE WITH EUROPE AND ITS 
IMPACT ON HINDUISM 


The Portuguese tried to infiltrate the lucrative fif- 
teenth-century trade in India, but had difficulty 
because their attitude toward trade and disrespect 
for local trade customs created ruptures with the 
Indian rajas. This was especially apparent in the 
Portuguese disrespect for Hindu shrines, which 
led India to refuse further trade with them. 

In the nineteenth century, several Hindu sects 
became prominent for their attempts to bridge the 
gulf between modernity and the structure of the 
Hindu society. Ramakrishna and Vivekenanda 
and the sects of Arya Samaj and Brahmo Samaj 
were among those working to integrate Hindu 
philosophy with political and social ideals to ad- 
dress the need for social reform. 

The creation of Hindu diasporas is a by- 
product of trade activity. Some evidence indicates 
that Indian merchants reached the eastern coasts 
of Africa before the establishment of Hinduism 
(the seventh to the first centuries B.c.E.), as well 
as the Middle East, Central Asia, and other trade 
ports. In the modern period, the reach of the Brit- 
ish empire spread Hindu diasporas far and wide, 
to South Africa, the Caribbean, and Great Britain 
itself. Trade or global economic forces shaped 
these communities outside India, whose ethnic 
identity is integrally connected with Hinduism. 

Hinduism has continued to affect Indian 
policy in the modern era. The British attitude to- 
ward India originated in trade interests. During 
the colonial period, the British manipulated the 
caste system to maximize their control. Even West- 
ern-educated Indians such as Mohandas Gandhi 
have drawn on Hindu philosophy in formulat- 
ing their political philosophy. Hinduism was, 
therefore, affected twice by the colonial experi- 


ence, which both transformed it in the land of its 
birth and allowed it to thrive outside India as the 
Hindu diaspora community has spread through- 
out the world. 


Tamar Gablinger 
See also: Buddhism; Indian Ocean Trade; Islam. 
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HITTITE EMPIRE 


An ancient empire located in the region of 
Anatolia, Syria, and ancient Phoenicia that 
controlled the trade routes between Greece, 
Egypt, and Babylon. 


The land of the Hittites is surrounded by a deep 
gorge formed by the Halys River. The gorge, en- 
compassing all the region except for one portion 
of the northwest, offered protection for the 
Hittites against possible invaders. The Hittites, a 
watlike group of people with yellow skin and 
black hair, moved into the region and established 
rule over the indigenous population around 1900 
B.c.E. They did not disrupt the agricultural way 
of life that had existed for centuries. The high pla- 
teaus of the region were ideally suited for the 
cultivation of wheat and barley crops. In the lower 
elevations, vineyards and orchards were culti- 
vated. Animals such as cattle and sheep were also 
raised. 

The peasants attended to the agricultural 
needs of their new rulers, while the Hittites them- 
selves focused on expanding the empire through 
a series of wars. After securing a large portion of 
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Anatolia (present-day Turkey), the Hittites turned 
their attention to the region along the Tigris and 
Euphrates Rivers. They conquered the Babylon- 
ians and in the process co-opted many of their 
laws and customs. The Code of Hammurabi that 
the Babylonians had lived under was modified 
with most crimes being punished through the 
imposition of fines and compensation only. Few 
crimes, such as murder, were punished by death. 
Women enjoyed greater legal rights, as did slaves. 
Instead of establishing a direct administration 
over Babylon or any of their other conquered re- 
gions, the Hittites relied on loyal satraps, or gov- 
ernors, who collected the tribute required of the 
people. Tribute from the Troad, Lydia, Babylon, 
the cities south of the Black Sea, and even north- 
ern Canaan was usually in the form of a few gold 
coins. The tribute money funded additional cam- 
paigns and helped support the warrior ruling 
class. 

Although the Hittites were warriors, their so- 
ciety also relied on skilled craftsmen such as pot- 
ters, cobblers, and smiths. The smiths developed 
the first iron tools and weapons from the iron ore 
obtained from the region of present-day Arme- 
nia. The use of this stronger metal gave the Hittites 
a distinct advantage over their enemies in battle 
and in the process changed the way battles were 
fought. The secret of iron smelting was main- 
tained until the end of the Hittite empire, at which 
time other civilizations began using iron as well. 
Some scholars argue that the spread of iron tech- 
nology led to the demise of the empire. 

Along with iron weapons, the Hittites also 
developed the horse-drawn chariot that they 
used effectively against the predominately in- 
fantry armies of their neighbors. These chariots 
were used against the Egyptian army around 
1300 B.c.z. at the Battle of Kadesh. Muwatallis, 
the Hittite king, had pushed into Syria and 
Phoenicia in search of further wealth and con- 
trol of the lucrative trade of the Levant. The 
Egyptians, under the rule of Rameses I, as- 
sembled more than 20,000 men and 2,000 chari- 
ots and marched from Egypt to Kadesh, where 
they captured two Hittite spies who informed 
them that the Hittite army was still some dis- 
tance away from Kadesh. The Hittites, with more 
than 40,000 men, sent out 500 chariots that at- 
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tacked 5,000 Egyptian soldiers as they marched. 
Many Egyptians were slaughtered, but some 
escaped and fled back to relay the news to 
Rameses II. Confident in their victory, the Hittite 
charioteers began looting the Egyptian camp. 
Rameses II ordered 500 of his chariots to attack 
the Hittites, who could not maneuver their own 
chariots because they were too close to each 
other. Only with the assistance of the rest of the 
Hittite forces were the Egyptians defeated. The 
Hittites continued to control the trade between 
Greece and Egypt to the south. 

Throughout the Hittite empire a single law 
code helped to unify people from diverse cultures. 
Many languages were spoken. Although the 
Hittites were warriors, not traders, they protected 
traveling merchants who then paid tribute to the 
Hittites. International trade remained limited 
since the Hittites simply conquered areas that 
produced goods that they wanted. However, sev- 
eral cities, such as Carchemish, held regular mar- 
kets for foreign goods. Artifacts, including many 
seals, indicate that an extensive trade network 
existed throughout the empire. Diplomatic rela- 
tions were established with other countries, of- 
ten with the queen in charge of correspondence 
with other queens. Cuneiform writing on clay 
tablets was adopted from the Babylonians and 
passed on to the civilizations of Crete. These tab- 
lets were useful in the keeping of inventories and 
the recording of business transactions. 

The demise of the Hittite empire occurred 
around 1200 B.c.£. Scholars argue that a number 
of factors, including the spread of iron technol- 
ogy, contributed to its end. Continuous warfare 
with Egypt proved costly in terms of both re- 
sources and men. About the same time, the 
Assyrian empire gained strength and challenged 
the Hittite power. Meanwhile, the Sea Peoples 
were attacking along the coast of Anatolia, Crete, 
Syria, and Palestine, even reaching as far south 
as Egypt before being stopped. After the sacking 
of the Hittite capital at Hattushash, the empire 
declined rapidly. Many Hittites migrated down 
into the region of Canaan just as Abraham was 
moving into the area. The mixing of Semites and 
Hittites is thought to have resulted in the devel- 
opment of a distinctive facial feature—the aqui- 
line nose. Biblical references to the Hittites refer 


to them as the descendants of Heth, the second 
son of Canaan. 


Cynthia Clark Northrup 
See also: Assyrian Empire; Babylonian Empire. 
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HOHENSTAUFEN EMPIRE 


A German empire lasting from 1138 to 1272 
under which German territory was expanded, 
wars were fought, and trade was developed. 


In 1079, Frederick, count of Swabia, married 
Agnes, the daughter of Holy Roman Emperor 
Henry IV, who changed Frederick’s title to duke. 
The couple had two sons, Frederick and Conrad. 
Frederick was defeated for the election as Holy 
Roman emperor with the title passing to Lothair 
of Saxony (Lothair II). Conrad became an antiking 
to Lothair and traveled to Milan, where he was 
crowned. After Pope Honorius IT excommunicated 
him, Conrad failed to take the crown from Lothair 
and finally swore allegiance to him. After Lothair’s 
death, the German princes elected Conrad as king 
in 1138 to prevent Lothair’s son-in-law, Henry the 
Proud, from gaining too much power. Conrad took 
away Henry’s duchy, and a civil war broke out 
between the Guelfs (supporters of Henry) and the 
Ghibellines (supporters of the Hohenstaufens). 
The war continued after the death of Henry the 
Proud under his son Henry the Lion. 

In 1147, Saint Bernard of Clairvaux persuaded 
Conrad III to join the Second Crusade. He and 
his armies laid siege to Damascus but the cam- 
paign resulted in failure and he returned home 
two years later. Conrad III sought to conquer Sic- 
ily, a strategically located, rich island off the south- 
ern coast of Italy, but failed when the Guelf faction 
assisted Roger II of Sicily. 

Frederick I became the second Hohenstaufen 


king in 1152 and reigned until 1190. Known as 
Frederick Barbarossa because he had a red beard, 
he was forced to deal with challenges to the power 
of the monarchy in Germany. His wife was a 
Guelf, and Frederick often found himself negoti- 
ating between his mother’s family and his uncle 
Conrad II, who named Frederick as his succes- 
sor in an attempt to end the rivalry between the 
two families. After his coronation, Frederick re- 
stored the duchy of Bavaria to Henry the Lion 
but offset Henry’s power by creating a separate 
duchy of Austria. He sought support in Italy, 
where he was crowned emperor in 1155 by 
agreeing to assist the pope in his efforts to pro- 
tect papal lands from the Normans of Sicily. 
When his army forced him to withdraw from 
Italy before fighting on the side of the pope, the 
new pope, Adrian IV, formed an alliance with 
the Normans. 

Frederick would return to northern Italy and 
claim Lombard lands as part of his imperial rights. 
Italian city-states throughout the region revolted 
and Frederick withdrew until 1166 when he re- 
turned and conquered Rome. The pope was in a 
desperate situation until an epidemic spread 
through Frederick’s forces, causing them to aban- 
don their attempts to conquer papal lands. The 
city-states banded together to form the Lombard 
League against Frederick, whom they defeated 
at Legnano, partially because of a lack of support 
from Henry the Lion. When Frederick returned 
to Germany, he took away Henry’s duchy and 
partitioned Germany. 

Years of fighting against an alliance that in- 
cluded the Italian city-states and the pope pro- 
duced negligible results for the power of the 
German monarchy. German princes capitalized 
on Frederick’s absence to start a policy of expan- 
sion and settlement into the eastern Slavic lands, 
including Pomerania, Silesia, Bohemia, and 
Moravia. Frederick died while on a crusade in 
1190. 

Henry VI was crowned Holy Roman em- 
peror in Rome after his father’s death. Through 
his wife, Constance, Henry inherited Sicily. He 
marched south to Rome, where he was crowned 
Holy Roman emperor, and then to Sicily, where 
he attempted to secure control of the island for 
his wife but failed to oust Tancred of Lecce, who 
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Under Frederick Barbarossa (King Frederick | of Germany, 1123-— 
1190), in this fifteenth-century manuscript shown invading Italy, the 
Hohenstaufen empire grew in size and importance, with trade be- 
ing a major source of its wealth. (The Art Archive/Biblioteca Nazionale 
Marciana Venice/Dagli Orti [A]) 


had assumed the crown. Unrest in Germany be- 
tween the Guelfs and the Ghibellines forced him 
to return north. After Tancred’s death, Henry 
marched south a second time and secured Sicily 
in 1194. The following year, he proposed another 
crusade to the Holy Land while pressuring the 
emperor in Constantinople to pay him tribute. 
Henry died of natural causes in Sicily just as he 
was about to leave on crusade. Since Henry’s 
son, Frederick II, was only a toddler, his uncle, 
Philip of Swabia, became king of Germany while 
Frederick was invested as the king of Sicily 
through the efforts of his mother and the pope. 
Warring factions between the Hohenstaufens 
and the Guelfs resulted in the appointment of a 
rival king, Otto IV, who received the support of 
the pope. Frederick II captured Cologne in 1206, 
and the war between Otto IV and Frederick II 
ended. Philip was murdered over a personal 
matter in 1208. The French killed Otto IV dur- 
ing battle six years later. 
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FREDERICK II 


Frederick II, the son of Henry VI and grandson of 
Frederick Barbarossa, was born on December 26, 
1194. His mother was Constance, daughter of 
Roger II of Sicily. When Frederick was two years 
old, Henry VI died. Frederick became emperor at 
the age of two and king of Sicily at age three. 
Frederick II was placed under the guardianship 
of Pope Innocent III and raised in Palermo until 
the age of fourteen, when he assumed control 
over the government. 

Frederick II was elected to the German throne 
in 1212 while Otto VI was still alive but had be- 
come an enemy of the pope. After Otto’s death, 
Frederick was crowned a second time in 1215 and 
promised to participate in a crusade. At the time, 
Sicily was in debt. Frederick initiated a series of 
changes including an increase in taxes to address 
the problem. Government was highly centralized 
with all power being held closely by either 
Frederick II or his wife, Constance of Aragon, 
whom he left in charge as he traveled to Germany 
or waged wars in Italy. Although his administra- 
tion demanded much from the people, including 
men to help him fight his wars, the island king- 
dom flourished economically and culturally dur- 
ing his reign. 

Although Frederick II had made a vow to lead 
a crusade, matters in Germany, Sicily, and the 
Lombard region required his attention. When 
Frederick moved against the Lombard towns, the 
pope perceived the move as a preemptive strike 
aimed at positioning Frederick for an attack on 
papal lands. He excommunicated Frederick on the 
grounds that he had failed to fulfill his vow. The 
conflict between the Holy Roman emperor and 
the pope spread throughout Italy and then Eu- 
rope. Meanwhile, after Constance’s death 
Frederick II married Yolanda of Brienne, who was 
in line to inherit the Kingdom of Jerusalem. 
Frederick decided to fulfill his crusading vow af- 
ter the marriage and managed to negotiate a 
treaty with the sultan of Egypt that gave him con- 
trol over the Holy Land without the shedding of 
one drop of blood. Frederick could then claim to 
have honored his vow. In 1229, he was crowned 
king of Jerusalem. Wars between Frederick II and 
the pope continued until his death in 1250 in 


Palermo. The papacy focused on the destruction 
of the family’s power after his death, a move that 
fostered resentment against the Catholic Church 
for waging a war against fellow Christians. 

During the reign of Frederick II, attention was 
focused on Italy instead of Germany. Centralized 
power eroded as the German princes were 
granted control over their own territories through 
a statute signed in 1232. After Frederick’s death 
and, especially after the death of his last rightful 
heirs Conrad IV (1254) and his son Conradin 
(1268), Germany fragmented. 

During the reign of Frederick II, many Ger- 
man towns developed into trading centers and 
achieved a level of autonomy, and merchants 
prospered. Liibeck became the center of the 
Hanseatic League. Without a strong central gov- 
ernment to protect trade routes from London and 
throughout the Baltic Sea region, other northern 
German cities soon joined together in mutual 
defense pacts and trade agreements. Coloniza- 
tion of Slavic lands occurred, and products were 
shipped throughout the Baltic Sea and as far 
away as Novgorod. Cities received tax conces- 
sions and enjoyed greater autonomy, which con- 
tributed to the desire for merchants to increase 
their profits. Individuals or voluntary associations 
of cities controlled the trade of the north, while 
the Hohenstaufen kings focused on developing 
trade in the south. Under Frederick II, trade de- 
veloped between Sicily and other parts of the 
Mediterranean. Frederick II encouraged trade in 
agricultural goods as well as other items and es- 
tablished a trade network with Spain, Morocco, 
and Egypt. 

The Hohenstaufen dynasty ended with the 
death of Frederick II’s two illegitimate sons, 
Manfred (1258) and Enzio (1272). 


Cynthia Clark Northrup 


See also: Crusades; Hanseatic League; Sicily 
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HOLLYWOOD 
The center of U.S. film making. 


Film making is a multibillion-dollar industry that 
helped shape modern Los Angeles, California, 
and the United States. For better or worse, the 
world sees the United States through the lens of 
films made in Hollywood. American films also dis- 
seminate American culture throughout the globe. 
The films are spread in theaters and through tele- 
vision, the Internet, cable, and rentals. Emerging 
markets, in China, Russia, and India, provide new 
opportunities for the industry as well as increas- 
ing the markets in which to fight the massive 
struggle against piracy. 


PIRACY 


The film industry is struggling against piracy 
around the globe. The Motion Picture Association 
(MPA), the parent association of the Motion Pic- 
ture Association of America (MPAA), estimates 
that the U.S. motion picture industry loses over 
$3 billion in potential worldwide revenue because 
of piracy. This does not include the incalculable 
losses owing to Internet piracy. The MPA 
launched over 60,000 investigations into sus- 
pected pirate activities worldwide (roughly 1 per- 
cent in the United States) with over 18,000 raids 
in 2000. Piracy takes many forms. Broadcast pi- 
racy, signal theft, videocassette piracy, Internet 
piracy, and optical disc piracy are each different 
categories of such theft. 

Signal theft and broadcast piracy are differ- 
ent sides of the same coin. Signal theft involves 
illegally receiving cable and satellite signals. 
Broadcast piracy involves the broadcasting of 
copyrighted material, bootleg or legitimate, 
without permission from the copyright holder. 
Videocassette piracy is the oldest of the mod- 
ern forms of piracy and is closely related to op- 
tical disc piracy. Both involve the duplication 
of a videocassette or DVD to another videocas- 
sette or DVD ina method called “back-to-back” 
copying. Either the original video is copied to a 
blank cassette or a DVD is copied to a computer 
and then copied to blank DVDs. Copies of first- 
run movies recorded by a camcorder in the 
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theater are often distributed in the same 
method. Most “camcording” is done in the New 
York City area. 

Internet piracy is the newest and most diffi- 
cult form to trace. “Hard goods” piracy is the ille- 
gal sale and distribution of actual copies through 
the Internet. Streaming media is the transmission 
of data to an online user in real time. Down- 
loadable media is the most common form of 
Internet piracy. It also is a great challenge to the 
music industry. This form involves the illegal 
uploading of digital files that a user may down- 
load to a personal computer at a nominal fee or 
no cost. 

Many laws to fight piracy exist. The U.S. 
Copyright Act of 1976 contains some of the stron- 
gest antipiracy legislation in the world. A 1982 
amendment increased penalties to the felony 
level and was later confirmed by the U.S. Sen- 
tencing Commission. The U.S. Communications 
Act of 1984 established similar penalties for pi- 
racy of cable television and satellite. The origi- 
nal all-encompassing federal law protecting 
copyright is the Communications Act of 1934. It 
is sufficiently broad enough in scope to include 
the then-unimagined videocassette, DVD, and 
Internet piracy issues. Furthermore, U.S. laws to 
address Internet piracy include the Digital Mil- 
lennium Copyright Act and the No Electronic 
Theft Act. In 2003, more than eighty nations had 
copyright laws. Several treaties and trade agree- 
ments further protect intellectual property. 
These include the Berne Convention for the Pro- 
tection of Literary and Artistic Works, the Uni- 
versal Copyright Convention, the Geneva 
Phonograms Convention, the Patent Coopera- 
tion Treaty, the World Intellectual Property Or- 
ganization treaties, the Paris Convention for 
Protection of Industry Property, the Madrid Con- 
vention for the International Registration of 
Marks, and the Agreement on Trade-Related As- 
pects of Intellectual Property Rights. 

The MPA identifies Asia as the greatest source 
of piracy in the world. Although the MPA names 
Malaysia and Taiwan as the centers of piracy in 
the region, China is the greatest producer of pi- 
rated material with rates as high as 90 percent. 
This includes movies, music, and software. In- 
dia, Japan, and the Philippines also have high 
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rates of piracy. Russia is quickly replacing China 
as the global capital of piracy. Germany has a 
high level of Internet piracy, while the United 
Kingdom struggles against cable piracy. Turkey 
has a high rate of CD and DVD piracy. In 1999, 
Brazil topped the piracy market in Latin America, 
causing an estimated loss for Hollywood of $120 
million. 

The MPAA avoids all mention of piracy in re- 
lation to China for purely business reasons. The 
film industry lobbied the U.S. Congress success- 
fully to pass permanent normal trade relations 
for China in 2000. This cleared the way for China’s 
entry to the World Trade Organization. This gave 
the MPAA the right to increase the number of 
movie releases in China from ten to fifty per year. 
It also gave foreign firms the ability to invest up 
to 49 percent in joint ventures to build, own, and 
operate cinemas and to distribute video and 
sound recordings. 

Antipiracy technologies vary by medium 
and have limited success. Videocassette, DVD, 
pay-per-view cable, and satellite systems use 
forms of Macrovision, which blocks reproduc- 
tion using a Content Scrambling System. This 
is an encryption system, introduced in 1996 and 
updated in 1999, that relies on an authentica- 
tion system programmed into DVD players. 
Macrovision is a system that prevents copying 
of copyrighted material at a rate greater than 
95 percent of original clarity. Cable and satel- 
lite companies also protect their signals by re- 
quiring clients to use an apparatus to interpret 
and clarify the signal. 


DOMESTIC AND OVERSEAS 
MARKETS 


Hollywood's primary market focus is the United 
States. Although it exports entertainment to the 
entire world, it creates product for the American 
audience. The domestic industry is massive and 
rarely profitable. Domestically, only 10 percent of 
films break even on the investment from the ini- 
tial release. Worldwide, four out of ten movies 
never recoup the original investment. Neverthe- 
less, the industry has seen phenomenal growth. 
The box-office gross revenue in 2002 was over $9 


billion, almost triple the gross in 1982. The aver- 
age ticket price only doubled during this time- 
frame. The average cost to create a movie 
increased over 6.5 times during this period. At the 
same time marketing costs increased almost five- 
fold to an average of $31 million per film. 

The demographics of movie goers also 
changed greatly. The number of screens doubled 
between 1980 and 2003 to total 35,786. The old- 
fashioned drive-in screens comprised only 18 per- 
cent of the total in 1980. According to Texas 
Instruments, digital cinema screens now number 
124 only four years after the technology was first 
introduced. In 2003, the total number of theaters 
has dropped to 6,066. Two- to seven-screen the- 
aters still occupy 40 percent of the market, but 
the number of all types of theaters is falling ex- 
cept megaplexes with sixteen or more screens. 

The highest-grossing film in history is Titanic, 
which had total receipts of $601 million. This sur- 
passed the previous top grosser, Star Wars, by $140 
million. E.T., Star Wars: Phantom Menace, and 
Spider-Man round out the top five, with each 
grossing over $400 million at the box office. The 
trend for movies in the twenty-first century is a 
high-grossing opening weekend, with a 50 per- 
cent, or more, drop-off in revenues the following 
weekend. There were 467 films released in the 
United States in 2002. Although the production 
of movies, especially television movies, is mov- 
ing to Canada and Mexico, the U.S. motion pic- 
ture industry employs 583,000 people. That is 
242,000 more jobs than in 1988, but the number 
of U.S. positions has declined steadily since 1999. 

Entertainment technology supported by Hol- 
lywood has an astounding penetration rate in 
American homes. In 2002 televisions were in 97.6 
percent of households in the United States. Basic 
cable was in 67.7 percent of households with tele- 
visions, up from 22.6 percent in 1980. And 21.1 
million of those cable subscribers had digital cable. 
Pay cable was in 32.2 percent of households with 
televisions. There were 17.6 million households 
with satellite connections in 2002, up from 3.3 mil- 
lion in 1995. Even more significant, the number 
of cable and satellite channels had increased 345 
percent since 1990, to 267 channels. VCRs were in 
97.6 percent of households with televisions, up 


from 1.9 percent in 1980. Introduced only in 1997, 
DVD players were in 43.1 percent of households 
by 2003. The decrease in price of DVD players by 
65 percent and the increase in the number of titles 
to over 20,000 have aided in the adoption of DVD 
technology. In 2003, personal computers were in 
almost 61 percent of homes, up from 23 percent 
in 1990; 61 percent of homes had Internet access, 
15 percent of those broadband, compared to 9.5 
percent of homes with access in 1995. 


INDUSTRY FINANCES 


Television advertising expenditures in 2002 
reached almost $29 billion. Television reaches a 
wide audience. In that year the average Ameri- 
can watched 1,661 hours of television and was 
exposed to 3,622 total hours of media. This in- 
cluded cable, satellite, and broadcast television, 
the Internet, home video, movies at the theater, 
radio, recorded music, daily newspapers, maga- 
zines, books, and video games. This averages 9.9 
hours per day, which is entirely plausible consid- 
ering that Americans are exposed to media almost 
everywhere they go. 

The entertainment industry is a huge part of 
American life, culture, industry, and export. It 
defines American culture internally and exter- 
nally, is the primary export of the United States, 
and influences the whole world. 


Ryan Matthew Evans 


See also: Entertainment. 
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HONG KONG 


A major port city and trade hub, officially rec- 
ognized as the Hong Kong Special Administra- 
tive Region, People’s Republic of China. 


With a land area of 427 square miles, the Hong 
Kong Special Administrative Region embraces 
the island of Hong Kong, the Kowloon Peninsula, 
the New Territories (a portion of mainland China 
extending to the Shenzhen River, which is now 
the boundary between Hong Kong and 
Guangdong Province), and more than 230 small 
islands. Hong Kong has a tropical monsoon cli- 
mate and a hilly-to-mountainous topography 
with natural deep-water harbors. With a popu- 
lation of approximately 7 million (95 percent 
Chinese and 5 percent other nationalities), Hong 
Kong represents one of the most densely inhab- 
ited areas in the world. Based on a market 
economy, Hong Kong thrives on diverse indus- 
tries: textile, clothing, electronics, toys, watches, 
and tourism. It also holds primary status in both 
regional and international finance and com- 
merce. Hong Kong enjoys principal partnership 
in import-export trade with major economic pow- 
ers in the world: mainland China, the United 
States, Japan, Germany, United Kingdom, Tai- 
wan, Singapore, and South Korea. 


FOUNDING 


The founding of Hong Kong, a British Crown 
Colony until its return to China on July 1, 1997, 
resulted from the First Anglo-Chinese War (1839- 
1842). Also known as the First Opium War, this 
conflict stemmed from intensified clashes of eco- 
nomic-political interests and cultural values be- 
tween the Qing dynasty of China (1644-1911) and 
the West, Britain in particular. Following the loss 
of its American colonies in the late eighteenth 
century, Britain turned its attention to Asia, soon 
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HONG KONG 


Since its founding by the British in the early nineteenth century, Hong Kong has served as a key trading port for southern China. Here, 
laborers pull a loaded cart on the city’s docks sometime around the turn of the twentieth century. (Library of Congress) 


imposing political and commercial domination 
over India. With India as its foothold, Britain be- 
came the most powerful Western imperialist in 
Asia, leading other Western countries in trade 
with China. Chinese tea and silk enjoyed high 
demand in Britain, but the British also saw 
China—the most populous and expansive East 
Asian empire—as a potential market for its own 
manufactured products. 

The Qing court, however, held an ambivalent 
stance toward commercial contacts with the out- 
side. While it viewed the exportation of profitable 
Chinese commodities as a source of additional 
state income, the Qing government, based on a 
self-centered outlook of China’s superiority, re- 
mained xenophobic toward foreign influence and 
sought to keep foreign imports from entering the 
Chinese domestic market. Historically, the Qing 


administration had established and practiced the 
Guangzhou (Canton) system, an arrangement 
that restricted commercial contact with the out- 
side world to the single port of Guangzhou, used 
cohong (an officially certified Chinese merchants’ 
guild) as the monopolistic intermediary for for- 
eign traders, and demanded payments in bullion 
(gold or silver) for Chinese goods. Only during 
the trading season from October to May were for- 
eign merchants allowed to live in the Guangzhou 
district, though only in their “factories” outside 
the city. In addition, foreigners had to abide by 
the imperial protocols, legal or ritualistic, as sub- 
jects to the Qing throne. 

To break those trading barriers and end what 
the West regarded as undignified Chinese eti- 
quette, Britain sought to negotiate a diplomatic 
relationship on equal footing and open trade with 


the Qing dynasty. Two British diplomatic mis- 
sions, one led by the Earl George Macartney and 
another by the Lord William Pitt Amherst in 1793 
and 1816, respectively, went to Beijing in vain. 
Meanwhile, the British East India Company, 
which monopolized all British commercial activi- 
ties with China, intensified its reliance on India’s 
opium as a profitable export to China. Solely re- 
sponsible since 1763 for all aspects of the opium 
economy—including plantation, production, and 
overseas sale—the company from the beginning 
licensed only noncompany ships to carry opium 
to China in an effort to disguise public connec- 
tion with the trade. By so doing, the company 
also superficially complied with the British-Indian 
policy of respecting the Qing court’s prohibition 
on the importation of opium. Yet huge profits 
from trafficking and smuggling the drug into 
China became the foundation for the British East 
India Company’s increasing surpluses in trade 
with China. 

Complying with rising demands for free 
trade, the British government officially termi- 
nated the British East India Company’s mo- 
nopoly over China commerce in 1834. Eyeing 
economic gains, free traders expressed an urgent 
desire to force the Qing dynasty to alter its re- 
strictive Guangzhou trade practices, to yield a 
Chinese port as a foothold for British commerce 
in China, and to legalize the opium trade. Also 
driven by the need for imperialist competition 
with other Western powers, the British govern- 
ment recharged its challenge to the Qing closed- 
door policy by sending a diplomatic embassy 
headed by Lord William John Napier, British chief 
superintendent of trade in China, to Guangzhou 
in 1834. But the Napier mission failed and instead 
caused the Chinese boycott of the British mer- 
chants to persist. This failure of diplomacy only 
worked to whet the British appetite for some Chi- 
nese offshore islands to use as a British forefront 
venue to China, as a base for the British Royal 
Navy, and as a link for a British emporium of 
trade in Asia. Lord Napier (before his death in 
Macao in 1835) suggested the island of Hong 
Kong as ideal for such purposes, and Captain 
Charles Elliot, deputy chief superintendent of 
trade in China, formally recommended this site 
in 1836. 
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Simultaneously, the Qing authorities grew 
frightened by the widening scope of opium sale 
and its grave consequences in China: drug ad- 
diction among the Chinese produced an uncon- 
trolled outflow of silver currency that imperiled 
the Qing dynasty’s political, social, and fiscal sta- 
bility. After a heated court debate in 1838, the Qing 
government chose to eradicate the sale and con- 
sumption of opium, and in January 1839 the Qing 
emperor promulgated Regulations Concerning the 
Absolute and Final Suppression of Opium by Imperial 
Order. At Guangzhou, Lin Zexu, imperial pleni- 
potentiary commissioner for suppressing opium, 
enforced the ban by taking such extreme mea- 
sures as detaining the British and Western mer- 
chants in their warehouses and forcing them to 
surrender all opium stock. Eventually, Commis- 
sioner Lin confiscated and publicly destroyed 
21,000 chests (over 2.6 million pounds) of the for- 
bidden drug. 

The loss of opium and the harsh manner in 
which the Chinese treated British citizens (even 
though many were opium traders) provided a 
convenient and necessary excuse for Great Brit- 
ain to declare war on the Qing dynasty and force 
China open. The First Anglo-Chinese Conflict, 
or the First Opium War, was well under way in 
June 1840 when the British expeditionary fleet 
under Admiral George Elliot’s command reached 
China. Intimidated by Britain’s naval prowess, 
the Qing court dismissed Lin Zexu from office 
and agreed to negotiate peace. In January 1841, 
British envoy Charles Elliot and the Qing repre- 
sentative reached the Chuanbi (Bogue) Conven- 
tion, a pact that gave Britain several concessions: 
the transfer of Hong Kong Island and its harbor 
to Britain; Chinese payment of 6 million taels of 
silver for the British losses; establishment of trade 
relations on the basis of mutual equality; and the 
opening of Guangzhou as a free-trade port. But 
the Qing monarch considered the pact humili- 
ating and refused to recognize it. Meantime, 
London judged the convention insufficient to 
reflect Britain’s demands and rejected it, sack- 
ing Elliot. 

Subsequent British military campaigns forced 
the Qing dynasty to concede total defeat and give 
in to all British demands. In August 1842, Sir 
Henry Pottinger—who replaced Elliot as British 
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plenipotentiary—and the Qing government's 
envoy concluded the Treaty of Nanjing. This 
treaty and its ensuing supplementary articles 
opened five Chinese ports (Guangzhou; Fuzhou; 
Xiamen, or Amoy; Ningbo; and Shanghai) to Brit- 
ish trade and residence; granted British extrater- 
ritorial authority in China; paid 21 million taels 
of silver as the Qing court’s compensation for 
British economic losses and military costs; and 
gave favorable tariff rates for British commodi- 
ties. Aside from that, the Treaty of Nanjing ceded 
the island of Hong Kong (already under British 
military occupation since January 1841) to be pos- 
sessed “in perpetuity” by the British monarch and 
subsequent heirs. 

The founding—and territorial expansion—of 
Hong Kong as a British Crown Colony officially 
began with the British-Chinese exchange of rati- 
fication instruments for the Treaty of Nanjing on 
June 26, 1843. A royal charter issued simulta- 
neously set up the basic frame of the colonial gov- 
ernment for Hong Kong: it consisted of a 
governor, a Legislative Council, and an Executive 
Council. The governor of Hong Kong, who also 
served as the British plenipotentiary and super- 
intendent of British trade in China, answered di- 
rectly to the British Crown and held wide 
discretionary legislative and executive power. The 
Executive Council, appointed by and subordinate 
to the governor, only had consultative tasks. The 
Legislative Council, whose members the gover- 
nor had the authority to appoint and dismiss, held 
responsibility for passing laws and regulations for 
the colony (and for all English subjects in China 
until 1854, when the governor of Hong Kong no 
longer acted as Britain’s chief diplomatic and com- 
mercial representative in China). The governor 
was to administer Hong Kong with the Legisla- 
tive Council's advice and consent but had the 
right to pass laws independently of his Legisla- 
tive Council whenever necessary. High-ranking 
British officials occupied all seats on the legisla- 
tive body. 

Only after 1850 were nonofficial British —and 
later European—members appointed, and not 
until 1880 were citizens from the elite of the Chi- 
nese community permitted to participate in the 
Legislative Council, though Chinese constituted 
an overwhelming majority of Hong Kong’s popu- 


lation. Such restrictive colonial rule (which re- 
mained basically unchanged until the 1980s) 
aimed to secure Hong Kong as a permanent prin- 
cipal center of dynamic commerce for Britain. 

Hong Kong, as a trade hub, had a difficult be- 
ginning because British commercial ships and mer- 
chants directly dealt with the newly opened 
Chinese treaty ports. Nonetheless, Hong Kong’s 
trade did grow steadily, thanks to its fine deep-water 
harbor and strategic location for major sea routes 
connecting Southeast Asia, East Asia, Europe, and 
America. Before long, Hong Kong became a major 
entrepét for international trade in Asia. It became a 
hub for the shipbuilding industry and a stopping 
point for ships coming from Europe, America, or 
India for repairs, or for storing supplies or com- 
modities temporarily. Hong Kong’s population kept 
pace with business activity, particularly because 
more and more Chinese immigrants arrived in 
pursuit of profit and employment or to escape 
China’s domestic political turbulence. 

The number of Western residents, mainly Brit- 
ish, also swelled. Local demands for food and 
other supplies boosted commercial growth in 
Hong Kong, causing an upsurge in insurance ser- 
vice and banking. In 1845, the Oriental Bank 
opened a branch in Hong Kong, specializing in the 
exchange of currency. The Chartered Mercantile 
Bank of India, London, and China followed suit 
in 1857, and the Chartered Bank of India, Austra- 
lia, and China established an outlet there in 1859. 
Meanwhile, Hong Kong emerged as an adminis- 
trative center for trade since the island, as a British 
naval and military base, afforded safety to some of 
the principal British merchant houses in China 
trade: for example, Jardine, Matheson and Com- 
pany and Dent and Company. 

As a burgeoning British colony, Hong Kong 
benefited from the Second Opium War (or Sec- 
ond Anglo-Chinese Conflict) that unfolded from 
1856 through 1860 and, in consequence, forced 
China to conclude the Treaty of Tianjin in 1858 
and the Treaty of Beijing in 1860. Taken together, 
the two treaties obliged China to open up more 
ports and grant the British rights to an embassy 
in the Qing capital, to “spheres of influence” and 
consular jurisdiction, to travel and religious mis- 
sions in China’s interior, and to a most-favored- 
nation status in terms of tariff as well as trade. 


Moreover, the Qing government had to pay 8 
million taels of silver of indemnity to the British 
and surrender the Kowloon Peninsula to perma- 
nent British possession as part of the British 
Crown Colony of Hong Kong. 


ACQUISITION OF KOWLOON 


The acquisition of Kowloon, a three-square-mile 
territory on mainland China located opposite 
Hong Kong Island, allowed the British to control 
the whole harbor area to enforce Hong Kong’s 
status as a naval and military center from a stra- 
tegic angle and to expand its capacity for resi- 
dence, industry, and business. A rural backwater 
at the time of takeover, the peninsula experienced 
rapid and well-planned development and by the 
late 1880s became a busy harbor, an emerging cen- 
ter for ship-building industries, an industrial vil- 
lage for manufacturing, and a residential-business 
region. 

At the same time, as more Chinese ports 
opened to foreign commerce, Hong Kong’s po- 
sition as a crucial entrepdt in China trade esca- 
lated in volume and value. In 1880, for instance, 
Hong Kong handled 20 percent of China’s total 
export trade and 37 percent of its import trade. 
The legalization of opium enhanced Hong Kong 
as the main distribution center for the drug, 
which generally accounted for 45 percent of 
China’s total import value. As well, Hong Kong 
played a key role in the China coast trade. Along 
with commerce, banking and insurance kept 
growing. The Hong Kong and Shanghai Bank, 
founded by local capital for profit in 1864, en- 
gaged itself actively in overseas investment and, 
by the late 1870s, had expanded into a major lo- 
cally based international bank, opening branches 
in China, India, Indochina, Japan, Malaysia, and 
the United States. In the meantime, Hong Kong’s 
manufacturing sector began to diversify gradu- 
ally. New industries emerged that included 
match making, soap making, rattan work, food 
processing, sugar refining, salt manufacturing, 
and cement production. 

Hong Kong’s population saw steady growth 
following the expansion of its territorial perim- 
eters in 1860. The number of residents in Kowloon 
alone, for example, increased from about 3,000 at 
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the time of takeover to 25,000 in 1897. At the same 
time, Hong Kong hosted more than 240,000 
people of diverse ethnic and national origins. 
Land reclamation of the sea advanced urban con- 
struction and the development of the infrastruc- 
ture to meet the colony’s social and economic 
needs. Educational initiatives involved the birth 
and growth of Chinese private academies, Prot- 
estant and Catholic missionary institutions, gov- 
ernment schools, and, in the 1880s, a college of 
medicine and a technical institute. Hospital care 
accompanied Hong Kong’s expansion, as did in- 
terest in sanitation with the founding of a sani- 
tary board to promote public hygiene in 1879. 

Despite its boom, Hong Kong remained vul- 
nerable as a British naval base and trade nucleus 
in East Asia after the Second Opium War as other 
Western imperialist powers—mainly France, Ger- 
many, Russia, and Japan (a latecomer)—intensified 
their own quest for markets, spheres of influence, 
and territorial concessions in China. Hong Kong’s 
security especially concerned the British govern- 
ment when, following the Sino-French War (1884— 
1885), France sought control over China’s 
southern provinces and Japan took possession of 
Taiwan (with other special rights secured from the 
Qing government) by defeating the Qing empire 
in the Sino-Japanese War (1894-1895). For reasons 
of defense, but also for the further development 
of Hong Kong, the British government looked to 
even more territorial exactions from China and 
concluded the Convention on the Border Exten- 
sion of Hong Kong with the Qing authorities on 
June 9, 1898. 

According to this agreement, Britain leased 
the New Territories—a large piece of mainland 
and hundreds of offshore islands—from China 
for ninety-nine years. This new territorial acqui- 
sition of more than 365 square miles provided a 
buffer zone for the proper protection of Hong 
Kong, increased Hong Kong’s total area by 89 
percent, and added more than 100,000 people to 
its population. Rural in nature, this extension to 
the Chinese mainland also made a major agricul- 
tural base available for the support of the colony 
and, more important, afforded freshwater sup- 
plies needed for the continued development of 
Hong Kong as the number of its inhabitants grew. 
By expanding its border on Chinese mainland, 
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moreover, the colony gained room for the growth 
of commerce and manufacturing as well as space 
for preparing a potential terminal connection with 
railroads planned for construction in Qing 
China’s southern provinces. Thus, Hong Kong 
would have direct land-transportation access to 
the mainland Chinese market, thereby further 
enhancing its position as an entrepdt in China and 
East Asia trade. 

With the New Territories under its jurisdiction, 
the British Crown Colony of Hong Kong had taken 
new shape in terms of size, government, and 
economy. Throughout the whole period from 1842 
to 1898, London generally implemented a laissez- 
faire policy toward Hong Kong and, by treating it 
as a British free-trade port, nourished the under- 
pinnings of a free-market economy and stimulated 
the colony’s prosperity. However, London’s stance 
toward Hong Kong became gradually mercantil- 
ist starting in the early twentieth century, espe- 
cially after World War I, as Britain’s share of the 
world—and China—trade declined compared to 
other industrial countries. (By 1931, Britain had 
abandoned the principle of free trade for Hong 
Kong and adopted protectionism.) As British ex- 
ports to China dwindled in the 1920s and 1930s, 
Hong Kong compensated by shifting its transship- 
ping focus toward Southeast Asia and the west- 
ern Pacific. Meanwhile, Hong Kong maintained 
its economic progress by moving increasingly to- 
ward manufacturing diversification, including 
expansion into light industries. Its political stabil- 
ity as a British colony further attracted capital and 
labor from mainland China, which was torn by 
chronic political disorder and war. 

Hong Kong suffered dire economic circum- 
stances under the Japanese occupation between 
December 1942 and August 1945. After the defeat 
of Japan in 1945 and until 1946, Hong Kong’s pros- 
pect as a British colony appeared uncertain be- 
cause of mounting nationalism in China and an 
anticolonialist zeal in postwar Asia. The British 
government, nonetheless, stood fast and deter- 
mined to recover and continue its possession of 
Hong Kong for its symbolic, economic, and stra- 
tegic importance to the British empire. Simulta- 
neously, Britain faced a demographic challenge 
as the Chinese settlers returned to Hong Kong in 
large numbers, and the civil war (1946-1949) be- 


tween the Nationalists and the communists in 
China, especially the communist rise to power in 
1949, further swelled the influx of Chinese immi- 
grants to the colony. By 1950, the population of 
Hong Kong had climbed to over 2 million, but 
the immigrants had brought with them capital, 
skills, and expertise, necessary assets for Hong 
Kong’s economic revival and takeoff. 


DECLINE OF BRITISH INFLUENCE 


But Hong Kong’s entrepdt-oriented economy was 
affected by the decline of British influence in the 
Pacific region. Hong Kong also had to contend with 
a sharp decrease in trade with mainland China be- 
cause of an economic embargo that the United 
Nations and United States imposed on the Chi- 
nese communist government following its partici- 
pation in the Korean War in 1950. Still, Hong Kong 
bounced back to sustain and elevate its status as a 
trade center. The 1950s witnessed Hong Kong’s 
rapid maturity in labor-intensive export-oriented 
industrialism with textile and garment making in- 
dustries taking the lead. By the early 1960s, Hong 
Kong had advanced its trading status on the inter- 
national market, especially its exports to Britain and 
the United States. With increasing capital accumu- 
lation, Hong Kong further expanded its export 
trade and became a world economic center by en- 
larging its banking service worldwide and improv- 
ing its infrastructure to world-class standards. 

In the 1970s and early 1980s, with its growing 
competitiveness in the world market, Hong Kong 
achieved high industrial productivity by devel- 
oping high-value technology-oriented industries 
such as electronics as well as economic sophisti- 
cation through its efficient banking, telecommu- 
nications, tourism, and transportation services. 
Hong Kong also revived its position as entrepdot 
in East Asian commerce when China reopened 
itself to the outside world beginning in 1979. By 
the late 1980s, Hong Kong had become a major 
international financial and trade center and has 
maintained such a status in the world economy 
(even after China regained its sovereignty over 
Hong Kong in 1997). 


Guogiang Zheng 


See also: British Empire. 
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HUNDRED YEARS’ WAR 


Amilitary conflict between England and France 
from 1337 to 1453 that had domestic and inter- 
national origins. 


During the thirteenth century, Flanders operated 
as the industrial center of northern Europe. Wool 
cloth from Flanders was in demand, but Flanders 
was forced to import wool from England to meet 
increasing demand. A triangle trade developed 
wherein wool from England was sold to Flemish 
manufacturers, who then sold the cloth to the En- 
glish-controlled portion of southern France, which 
then sold wine to England. Since the count of 
Flanders was a vassal of the French king, it was 
not long before the French monarchy attempted 
to exert control over Flanders, a move that the 
English could not allow because of its potential 
for disrupting their source of foreign exchange. A 
civil war in Flanders ensued. Meanwhile, the En- 
glish, through Edward III, who was the son of the 
British king Edward II and his French wife, 
Isabelle, became heir to the French throne. The 
French reinstated the Salic Law, which prohibited 
the inheritance of property through the female 
line. The ensuing Hundred Years’ War encouraged 
nationalism in England and France, and its out- 
come brought an end to English landholding in 
France and led Britain to become a naval power. 

During the war’s early years, the conflict was 
fought over the feudal obligations of the English 
king in France, the claims of the English king to 
the French throne, and the ambitions that both 
England and France had to control the wealthy 
wine-growing area of Gascony and the prosper- 
ous industrial cities in Flanders. Wines were a 
popular import for the English nobility. People in 
general saw the war in France as the fulfillment 
of English expansionist policy, which that coun- 
try had committed itself to since the time of Ed- 
ward I. 
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The English and the French fought over dis- 
puted territory in France. The king of England 
possessed land in France, but he held it as a vas- 
sal of the French king. English kings since the elev- 
enth century had presided over territories in 
France. They were English fiefs, or lands that 
England owned in return for pledge and loyalty 
to the king of France. The English king had to 
pay homage to the French king. The war began 
in 1337 when Philip VI of France took over the 
English-held Duchy of Guyenne in France from 
Edward III of England. Edward III had claims to 
the duchy and to the French throne. Since the 
rules of succession to the French throne were 
unclear, the kings of England could make a rea- 
sonable claim to the monarchy. The English an- 
swered the French takeover by invading France 
from the north and then, in 1340, by destroying a 
French fleet to remove the threat of a possible 
French invasion of England. There were three 
major phases that comprise the Hundred Years’ 
War: the Edwardian (1340-1360), the Caroline 
(1369-1389), and the Lancastrian (1415-1435). The 
first and second phases were dominated by Ed- 
ward III of England and Charles V of France, re- 
spectively. 

There were several significant effects of the war. 
It revolutionized military technology as the prow- 
ess of the English longbow and the French cannon 
became evident. Some of the battles that were 
fought are legendary in history: Crécy, Poitiers, and 
Agincourt are the most well known. There were 
sieges, ransoms, lootings, as well as the burning and 
killing of many people. Militarily, it was hard to 
find effective leaders who could lead a large group 
of men in the French countryside. France had a 
harder time finding leaders than did England. 

The war changed English and French society 
and created wealth and misfortune for many. The 
conflict produced regular standing armies and 
effective systems of taxation. Since the war was 
so long, the number of men at arms and the funds 
raised via taxation varied. The Catholic Church 
also made financial demands on the peasants by 
instituting the collection of tithes, or one-tenth of 
one’s income. Tithes were also an income tax on 
all personal earnings. 

One of the more important lands in English 
possession during the early 1300s was Gascony 
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The Hundred Years’ War between France and England had a debilitating effect on trade between the two countries in the fourteenth and 
fifteenth centuries. Shown here are English longbowmen resisting a charge of French knights at the Battle of Crécy, France, in 1346. 
(© North Wind Picture Archives) 


in southwestern France, an area known for its 
wine production. The French had been aggres- 
sive in trying to influence the region and gain 
control of it. Edward I of England had a son, Ed- 
ward II, who married the daughter of the French 
king, Philip IV. The result of their union was a 
son, Edward III, who eventually laid claim to the 
French throne after Philip IV’s son died in the 
1320s. The French were not pleased, believing that 
the throne should belong to someone whose claim 
to it could be substantiated through male lineage. 
Edward III invaded France in 1337 with an army 
of about 15,000 men. He had mostly soldiers who 
were archers or mobile light-armored infantry. 
The archers carried the deadly and accurate 
longbow with them. Edward realized that heavily 
armored knights and their horses were too 
weighty to transport across the unpredictable En- 
glish Channel. 

Both sides faced the burdensome task of rais- 
ing an army during the Middle Ages. Armies were 


ruinous to pay, impossible to feed, and hard to 
command. They lived off the land, while destroy- 
ing it at the same time. Disease ran rampant in 
campaigns and killed many soldiers. Leaders re- 
cruited armies mainly through contract, also 
called indenture, and paid soldiers at agreed-on 
rates of pay. Mercenaries, or hired soldiers, were 
part of the armies as well. A typical army during 
the Hundred Years’ War included armored men, 
knights, squires, sergeants, and many archers. The 
lower ranks of England’s royal armies were often 
recruited from the lesser gentry, since there 
seemed to be an emphasis on highly trained and 
well-equipped mounted archers. It was unlikely 
that more than 10 percent of the adult male popu- 
lation of England ever fought in the conflict at 
any one time. In the war’s early years, the En- 
glish Crown recruited troops through compulsory 
methods. Since money and supplies were ac- 
quired through the noncombatant population, 
that section of society did acquire some sense of a 


vested interest in the army and war. The war cre- 
ated a special relationship between the people 
and the state. Political propaganda included the 
English monarch’s attempts to instill the idea that 
the wars were intended to protect the interests of 
the king, the aristocracy, and the nation as a 
whole. 

Financially, England raised over 9.5 million 
pounds throughout the war. In the years before 
the war, it was common for people like the Ital- 
ians to lend money to governments in times of 
conflict. Fiscal reform relied on borrowing from 
English nobles and merchants. There was also the 
indirect taxation of overseas trade. Both of these 
methods gave England much-needed revenue. 
The English were faced with royal agents com- 
ing into towns and villages to collect money and 
supplies for the war. English monarchs continued 
to overspend throughout the war. Richard II in 
the 1380s and Henry VI in the 1440s overspent to 
the verge of bankruptcy. They were unable to 
match increased expenditures with increased rev- 
enues. The population of England had been 
pushed to the limit with regard to taxation. This 
was especially true in the 1340s, the 1370s, and 
the 1410s. During the end of the war, there was a 
decrease in taxation, as the community became 
less willing to pay. 

The English king and his council needed an 
effective propaganda machine to get the popula- 
tion to side with their wartime objectives. The 
sheriffs and the church were the backbone of this 
machine. The sheriffs made public proclamations 
in the cities, villages, and courts. The church was 
also asked to support the war during masses, pro- 
cessions, sermons, and prayers. 

France had a larger population than England, 
and it mustered more men than its enemy 
throughout the war. Still, it is not likely that the 
French army ever had more than 30,000 men at 
any major campaign, even during the major 
battles at Crécy, Poitiers, and Agincourt. The En- 
glish armies were much smaller, somewhere be- 
tween one-half and one-third of the French 
armies. The English had the disadvantage of hav- 
ing to transport their army to the continent. They 
could only hope to receive reinforcements from 
their allies in Gascony or Burgundy. The English 
king also had to man English forts in France and 
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leave an adequate number of men to guard En- 
gland against possible French raids and Scottish 
invasions. These distractions faced the English 
throughout the war. 

The French suffered even more directly from 
the war. English invasions in northeastern and 
southwestern France meant that the towns there 
witnessed the conflict firsthand. Big cities with 
adequate defenses were less likely to suffer the 
misfortunes of war than small cities with little or 
no defenses. Fighting destroyed much of the 
farmland and countryside, which hit the French 
economy hard. Many in France starved because 
of the lost farmland or succumbed to diseases like 
the Black Death, which ravaged Europe during 
this time. Looters and ne’er-do-wells traveled 
throughout the French countryside in search of 
food, material goods, money, and trouble. They 
contributed to the economic and social chaos in 
that country during and after the war. France did 
not have the money, skilled workers, or incentive 
to build or repair the devastation. 

The first two decades of the conflict witnessed 
significant English victories. The longbow was 
able to pierce chain mail armor and inflicted 
heavy casualties on the enemy. The English used 
this weapon to their advantage, and it helped 
them win at Crécy, Poitiers, and Agincourt. In the 
Battle of Crécy in 1346, the English captured 
Normandy, and in the following year they cap- 
tured Calais, a significant port. This battle also 
signaled the beginning of the end of the calvary 
charge and the introduction of the use of explo- 
sives in warfare. The use of mechanical weapons 
like the longbow and the cannon made hand-to- 
hand combat insignificant and futile. It also sig- 
naled the end of the noble knight. The knight 
was replaced by the professional soldier. In the 
1350s, Edward III's son, the Black Prince, defeated 
the French in the west at the Battle of Poitiers. 
He captured the French king, John II, and held 
him for ransom. Because of the French defeat in 
these two battles, they were forced to give up the 
southwestern region of Aquitaine in the subse- 
quent Peace of Bretigny. The English received a 
large ransom for the captured king, and the treaty 
also made Edward III the nominal sovereign of a 
third of France. This ended the Edwardian phase 
of the war. 
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From 1369 to the beginning of the 1400s, 
known as the Carolinian phase of the war, the 
French fared much better. One reason was be- 
cause of superb leadership on the battlefield and 
at home. France also gained a valuable ally in 
Spain. Lastly, the French were able to maintain a 
regular army with an adequate taxation system 
to fund that army. France was now under the 
leadership of Charles V (1364-1380), and he found 
the right nobles to lead his army. The French were 
able to recapture much of the territory that they 
had lost, though England still controlled some 
coastal cities. It was Charles who established the 
system of taxation and a regular army for the first 
time. Spain defeated the English in the 1370s, and 
the rebuilt French fleet was able to raid the south- 
ern English coast. But Charles V died in 1380, and 
this brought French momentum to a halt. 

Henry V of England invaded France in 1415. 
The English and French troops fought one another 
near Agincourt in northern France. The English 
archers with their longbows and foot soldiers 
proved to be too much for the feeble French cav- 
alry charges. The arrows penetrated chain mail 
armor, and there were heavy casualties on the 
French side, especially among the French nobles. 
The Battle of Agincourt was a decisive English vic- 
tory. Even though the English were outnumbered, 
the longbows and incompetent French tactics ne- 
gated that disadvantage. The French leadership 
was not as effective as it had been under Charles 
V. Henry V was able to conquer Normandy and 
other areas in northwestern France. 

France underwent political turmoil in the 
1420s, as there was doubt as to who was the heir 
to the French throne. It was a similar situation to 
the one that plagued France in the 1330s. Sup- 
port grew for the dauphin, Charles VII. It was 
Charles VII who was visited in 1429 by a French 
peasant girl who said she had visions of saintly 
people who told her that she was to lead a French 
army against the English. After some doubt, 
Charles VII arranged for this to happen. This girl, 
Joan of Arc, led a French army that defeated the 
English at Orléans and Patay. Orléans was on the 
northern bank of the Loire River. It had been un- 
der English siege as they had built a series of small 
forts around it and were waiting for the inhabit- 
ants of the city to starve. Joan was able to enter 


the city without much opposition and brought 
with her a wealth of supplies. She attacked the 
English forts one by one and defeated the English. 
It was the greatest possible morale-builder for the 
French. She became a heroine and helped Charles 
VII become the king of France. She was, however, 
captured by enemies and executed in the early 
1430s, when she was only nineteen years old. 

The tide of war began to turn against the En- 
glish in the 1430s, during the Lancastrian phase 
of the conflict. The French again had a regular 
army and an effective tax system that produced 
money to fund the war. They also improved their 
field artillery using mobile cannons that inflicted 
heavy casualties and destruction on the English. 
The deployment of the mobile cannon spurred 
French successes and helped them regain lost ter- 
ritories and eventually drive the English out of 
France altogether. The English signed a truce in 
the 1440s, and by the 1450s the French recovered 
all the possessions that England had in France, 
except Calais. The war ended in 1453 but it was 
not until the 1560s that the French would get 
Calais back. 

New developments during the war and the 
effects of the fighting continued to impact Europe 
long after its end. The face of warfare had changed 
with the introduction of the longbow and mobile 
cannon. Taxation provided the means to fund the 
war, and governments created a highly effective 
propaganda machine to convert the populaces to 
their causes. The age of chivalry ended because 
the war signaled the end of the knight, who was 
killed by the introduction of technology. The 
French nobility was virtually eliminated, either 
cut down by the English longbows or by diseases. 
But, as one often sees in times of war, there were 
heroes and heroines who demonstrated capable 
leadership. The French monarchy after Charles 
VII had no rivals, and he was better able to handle 
the rest of the social class, mainly the lower class 
and the emerging middle class. In the end, both 
countries were exhausted by taxation and the 
French countryside was devastated because of 
English raids. England was defeated and would 
never again mount an attack on the Continent 
for territorial gain. 


David Trevitio 


See also: British Empire. 


BIBLIOGRAPHY 

Bishop, Morris. The Middle Ages. Boston: Houghton Mifflin, 
2001. 

Cantor, Norman EF The Civilization of the Middle Ages. New 
York: HarperCollins, 1993. 

Curry, Anne, and Michael Hughes, eds. Arms, Armies, and 
Fortifications in the Hundred Years’ War. Woodbridge, UK: 
Boydell, 1994. 


HUNDRED YEARS’ WAR 479 


Fowler, Kenneth, ed. The Hundred Years’ War. London: 
Macmillan, 1971. 

“Hundred Years’ War.” Microsoft Encarta Online Encyclope- 
dia 2003 (http://encarta.msn.com, accessed May 2003). 

Neillands, Robin. The Hundred Years’ War. London: Routledge, 
1990. 

Perroy, Edouard. The Hundred Years’ War. Bloomington: Indi- 
ana University Press, 1962. 

Seward, Desmond. The Hundred Years’ War: The English in 
France, 1337-1453. London: Constable, 1978. 


ILLEGAL TRADE 


Goods and services prohibited by governments 
for various reasons. 


Trade that national governments refuse to con- 
done, license, or tax is illegal trade, including the 
unauthorized domestic and international distri- 
bution of that which governments claim a mo- 
nopoly or on which governments collect taxes. 
The range of commodities exchanged illegally on 
international markets includes narcotic and non- 
narcotic drugs, illegally mined precious stones 
(such as those extracted to pay for illegally pur- 
chased weapons), illegally harvested animal prod- 
ucts, stolen vehicles, illegally exported antiquities, 
and even human smuggling or the illegal trans- 
port of migrants. The legal status of certain trans- 
actions varies from one jurisdiction to another. 
Trade in narcotics, weapons, and antiquities 
are the world’s leading illicit markets. More than 
200 million people are estimated to participate in 
illegal markets for drugs worldwide, and Asia is 
the most seriously affected by heroin traffic and 
abuse. According to Interpol, which counts 181 
nation-states as members and coordinates indi- 
vidual states’ investigations of drug cases, of the 
36 tons of heroin seized worldwide, about 19 tons 
were seized in Asia and 15 tons in Europe. Most 
heroin consumed in Asian countries is produced 
in Afghanistan and Myanmar. While heroin pro- 
duction in the “golden triangle” at the borders of 
Myanmar, Thailand, and Laos seems to have re- 
mained stable since 1997, an immense stockpile 
continues to supply markets in Australia, New 
Zealand, and North America. Illegal export from 
Ho Chi Minh City reaches Sydney, which is then 
distributed to other Australian cities by road. 
While Asian heroin remains strong in interna- 
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tional illegal trade, Interpol reports a dramatic 
shift in origin of the heroin consumed in North 
America within recent years. Until 1994, about 68 
percent of that seized by authorities was produced 
in Southwest Asia; and after 1995, 62 percent origi- 
nated in South America. 


ARMS TRADE 


The United Nations Conference on the Illicit Trade 
in Small Arms and Light Weapons in All Its Aspects 
convened during the summer of 2001. Represen- 
tatives of more than 140 nation-states and over 170 
international nongovernmental organizations 
(NGOs) estimated that 500 million small arms and 
other light weapons are currently in illegal circula- 
tion. Methods continue to be implemented by 
which national laws could better regulate national 
arms brokers, effectively criminalizing illicit produc- 
tion and restricting unauthorized trade of weapons. 

In an attempt to curtail this trade, the confer- 
ence recommended that licensed arms manufac- 
turers “appropriately and reliably” mark each 
weapon during the manufacturing processes, 
which would allow weapons to be traced through 
resale, meaning accurate records of weapons dis- 
tribution could be created. The conference recom- 
mended that surplus stocks of small arms lacking 
such identifying marks be destroyed to prevent 
their potential illegal distribution. Speaking for the 
European Union, Belgian officials stated the need 
for stringent export controls and careful stock- 
piling management with supervised destruction 
in support of the conference’s measures. Repre- 
senting one of the world’s largest weapons export- 
ing nations, U.S. officials opposed measures to 
constrain legal manufacture and trade of small 
arms and light weapons and resisted the activi- 
ties of nongovernmental organizations. 


CULTURAL OBJECTS 


Interpol and the United Nations Educational, Sci- 
entific, and Cultural Organization (UNESCO) 
rank stolen art and cultural objects as the world’s 
third largest illegal market, behind drugs and the 
arms trade. Interpol has been tracking illicit trade 
in cultural objects since 1947. This trade came 
under regulation by a 1970 UNESCO convention 
that regulates cultural objects’ transfer among the 
ninety-four signatory nations. An international 
agreement, the Convention on Stolen or Illegally 
Exported Cultural Objects, was signed at a 1995 
convention of the United Nations International 
Institute for the Unification of Private Law. Widely 
recognized as the world’s fourth largest art mar- 
ket, Switzerland represents one of the few coun- 
tries not to have signed the UNESCO convention. 
As Andrea Raschér, of the Swiss Federal Culture 
Office, explains, “It’s easier to import an ancient 
vase [into the country] than a tomato.” Neil 
Brodie, the Illicit Antiquities Research Center 
(Cambridge, UK) coordinator, explains, “the fact 
that [Switzerland] hasn’t signed up to the 
UNESCO convention is certainly linked to the fact 
that it is a thriving center for antiquities.” A re- 
cently proposed draft law would extend the pe- 
riod after which cultural goods of unidentified 
origin could legally enter Swiss markets from five 
to thirty years. 

That weapons, drugs, and antiquities are the 
illegal goods trading at comparable levels of value 
is not a coincidence: most of the world’s illegal 
transactions are nonstate actors purchasing weap- 
ons, with the proceeds from illegal sale of drugs 
and antiquities. 


STATES AND ILLEGAL TRADE 


During times of war, state institutions are at their 
most modern. In times of political emergencies, 
such as afforded by a declaration of war, much 
local and almost all foreign trade in consumer and 
producer goods becomes subject to government 
control. As historian John Singleton points out, 
“During peacetime a nation has no generally ac- 
cepted economic objective, and what counts is the 
satisfaction of the subjective wants of individu- 
als. But when a major war breaks out the national 
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objective becomes victory or, at the very least, 
survival. Hence in wartime, it is the function of 
the government to deploy the country’s resources 
in those activities which will maximize the 
chances of the country’s military success.” Con- 
sumers’ trading habits are subject to disruption, 
in the form of rationing. Goods freely traded in 
peacetime, including items of clothing, meats and 
animal fats, dairy goods, and sugar, are subject to 
controlled distribution or rationing during war- 
time. Officials also restrict trade in labor (employ- 
ment of draft-eligible individuals) and trade in 
industrial commodities (including metals, fuel, 
lubricants, fabric, rubber, plastics, and paper) to 
defense contractors. 

This is not to say that governments leave trade 
to markets during peacetime. In peace, as in war, 
modern states adopt policies to control trade in 
national currencies. The national currency con- 
tinues to circulate within the nation’s boundaries: 
local residents’ domestic trade may remain un- 
disturbed by such controls. It is only international 
trade in goods and services that is affected, as the 
state administration seeks to prioritize access to 
“reserve currencies” for such autarkic measures 
as the national defense or an industrialization 
drive. Officially set local exchange rates for “soft 
currencies” then deviate from international mar- 
ket values that are governed by impressions of 
political or economic uncertainty, and a black (or 
illegal) market becomes the location for unautho- 
rized exchange of domestic and international cur- 
rencies. The classic illustration is the Soviet 
Union’s currency controls, which anthropologist 
Alaina Lemon describes as “currency apartheid.” 
The value of the Soviet ruble was strongly con- 
trolled through a state monopoly on foreign trade; 
in 1988, toward the end of the Soviet state, the 
official exchange rate was 0.61 ruble for one U.S. 
dollar, while a dollar traded for four to six rubles 
on various Soviet black markets. This is not to say 
that the U.S. dollar was the only reserve currency 
to trade in illegal Soviet currency markets: Cana- 
dian dollars circulated along with sterling pounds 
and deutsche marks. 

Economist Case Sprenkle describes the way in 
which reserve, or “hard,” currencies trade in the 
world. Sprenkle suggests most U.S. currency cir- 
culates among nations in the developing world, 
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as about $300 billion was in the hands of the pub- 
lic during 1992. Domestic households and business 
demands account for a bare 16 percent of dollar 
bills: the remainder was distributed among chil- 
dren, illegal enterprises, and foreigners. While the 
Federal Reserve is reluctant to attribute a large 
share of the missing currency to foreigners, resi- 
dents of foreign countries circulate U.S. currencies 
abroad, without receiving goods and services from 
the United States equal in value to those initially 
purchased by U.S. citizens abroad. What Sprenkle 
describes includes unequal exchanges between 
industrialized nations and the rest of the globe. 

Within sovereign states, legal trade in labor— 
employment—like currency is subject to restric- 
tions governing the employee’s age, hours of 
labor, and payment of taxes and social benefits, 
as well as other factors. Employment of children 
and young persons subject to compulsory school 
attendance is severely limited during school 
hours, which ensures their presence in school. In 
New Brunswick, a minor must attend school un- 
til graduation from high school or until he or she 
reaches the age of eighteen. In the United States, 
a sixteen-year-old must present proof of school 
attendance before receiving a driver’s license. 
Other industrialized countries have similar rules 
and restrictions. 


ALCOHOL AND TOBACCO 


Trade in goods is no less subject to modern states’ 
restrictions than labor, even in peacetime. Trade 
in goods, including alcoholic beverages and to- 
bacco products, is legal in many jurisdictions only 
if the transaction is registered and/or taxed. Ac- 
cording to the World Bank, different tax rates are 
as important as variations in socioeconomic con- 
ditions and geographical proximities to various 
markets in contributing to illegal trade in tobacco. 

Now, European Union (EU) representatives 
accuse a leading U.S. tobacco manufacturer of sys- 
tematic illegal distribution of its products within 
EU jurisdiction. It must be noted that consumers 
of smuggled tobacco products may or may not be 
aware of the legal status of the cigarettes they con- 
sume. Few smokers stop to examine the excise 
stamp on the package, although they may notice 
the discounted price. In such a price-sensitive mar- 


ket as that for tobacco, consumers respond to lower 
prices by buying more. This contributes to a widely 
held perception that contraband trade in tobacco 
is victimless. Law enforcement officials complain 
that, based on this perception, convictions for eva- 
sion of tobacco taxes are accompanied by compara- 
tively lenient penalties. 

While private firms produce tobacco goods, 
and public authorities tax these goods, public 
authorities control production, distribution, and 
sale of alcoholic beverages in many jurisdictions. 
While many consider contraband trade in tobacco 
to be relatively harmless, the first wave of femi- 
nists identified and enumerated the victims of 
trade in and consumption of alcoholic beverages. 
During the mid-nineteenth century, the Women’s 
Christian Temperance Union (WCTU) linked anti- 
alcohol sentiment with feminist principles and 
identified working men’s renunciation of alcohol 
with women’s increased economic security. In the 
WCTU, Frances Willard lined an anti-alcohol cam- 
paign with women’s suffrage, equal pay for equal 
work, and the eight-hour day. 

Sociologist Harry Levine attributes Scandina- 
vians’ warm reception to nineteenth-century tem- 
perance movements to Sweden’s Christian revival 
movement. Responding to public anti-alcohol 
sentiments, Sweden became one of several nine- 
teenth-century imperial states to institute mo- 
nopolies over the trade in alcohol to restrict its 
retail trade. The Swedish state’s monopoly dates 
from 1865; a controlled distribution network and 
high taxes were intended to keep Swedes from 
high-proof beverages. System Bogalet, the 
Swedish retail monopoly for beverage alcohol, 
compares the taxes levied on low-proof bever- 
ages with those levied on high-proof beverages: 
“TA] bottle of French wine that costs SEK 900 is 
taxed at just over 20 percent,” while “a bottle of 
unflavored vodka is taxed at 80 percent of the re- 
tail price, including a value-added tax.” Distribu- 
tion of both is limited to certain hours and certain 
days of the week. 

In contemporary Finland, another successor 
state to the territories formerly governed by Im- 
perial Sweden, officials transformed these histori- 
cal restrictions to contemporary trade in 
advertising media by banning all advertisements 
for alcohol. However, these restrictions have re- 


cently relaxed, permitting distribution of images 
containing beer and wine consumption in na- 
tional media. Social science research alerts con- 
temporary Finnish legislators to the effects of 
alcohol trade, suggesting that Finns’ increased 
access through either price/taxation reductions or 
extending an alcohol retail network contributes 
both to higher rates of consumption and drink- 
ing-related damage. In 1969, Finland’s distribu- 
tion system was dramatically liberalized through 
changes in the places licensed to sell alcoholic 
beverages, increasing the density of retail outlets 
in the rural areas. A 50 percent per capita increase 
in alcohol sales in one year contributed to sub- 
stantially higher rates of drinking-related deaths 
and other complications in following years. 

The Russian empire’s monopoly over trade 
in alcoholic beverages was revived by the Soviet 
Union in 1937, which extended the production 
chain as a monopoly in legal manufacture as well 
as trade in these beverages. The Soviet Ministry 
of Agriculture was responsible for coordinating 
production and internal sales of all alcoholic bev- 
erages (including wines) in each of the fifteen 
constituent Soviet republics. International trade 
in alcohol was the monopoly of the all-Soviet 
foreign economic association Soyuzplodo im- 
port, which controlled legal distribution of all 
foods and beverages produced in the Soviet 
Union, including branded vodkas, worldwide. 
Until the end of the Soviet state, all other bever- 
age trade was illegal. 


Elizabeth Bishop 


See also: Drugs. 
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IMMIGRATION 


Throughout history, trade required people to 
leave home, willingly or under duress, as im- 
migrants or sojourners, and make a new home 
elsewhere. 


Migrants carried not only goods but also culture 
—new foods, new customs, and new ideas. Soci- 
eties that welcomed immigrants and trade gener- 
ally flourished. When the Egyptians sailed the Nile 
to Nubia, they carried their Egyptian customs and 
traditions with them; likewise, when merchants 
traveled the trade roads to Egypt, they brought 
their Asian customs and traditions. The exchange 
of ideas and goods—and sometimes people—held 
Egypt intact for two and half millennia. 

In 800 B.c.£., the Phoenicians sailed the Atlantic 
and Mediterranean, from the British Isles to Argos 
and Assyria, a distance of 2,400 miles, spreading 
goods and ideas. Before the first century, Greeks 
and Arabs were sailing yearly to India and China, 
bringing back pearls, pepper, jewelry, perfume, as 
well as ideas. The Romans built roads, copied 
Phoenician styles of ships, and adapted long- 
distance mail from Egyptian and Persian models. 
Migration, on at least a small scale, occurred along 
these trade routes. Jews, forced to settle in widely 
scattered settlements after the Diaspora, established 
vital trading communities virtually everywhere 
they went over the centuries. As late as the mer- 
cantile era (and afterward), Jewish migration to the 
Netherlands and then to the Americas established 
a network of traders from San Francisco to 
Singapore, New York, Paris, and London. The 
Netherlands’ free commerce and trade boom came 
about because of the infusion of Jews, Huguenots, 
and others not tolerated elsewhere in the world. 

Iberia’s decline began after the expulsion of the 
Jews in 1492, the Inquisition, and the removal of 
the Moors between 1609 and 1614. In the ages of 
imperialism, vibrant growth in trade followed En- 
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glish immigration to the Western Hemisphere, 
Oceania, and South Africa. In the twenty-first cen- 
tury, trading cities are cities made up of immigrants. 


EARLY EMPIRES 


The first civilization was that of the Sumerians, 
traders who intermingled with their neighbors 
and left with them more than just trade goods. 
They influenced Babylon, Egypt, and India. 
Similarly, the Hittites of Turkey changed Egypt, 
and the Minoans on Crete influenced their suc- 
cessors, the Mycenaeans. On the other side of 
the world, the Chinese exchanged goods and 
ideas with India and Southeast Asia. 

When European society was still primitive, ur- 
banized India, Egypt, and Mesopotamia interacted 
through trade and immigration. Trade attracted im- 
migrants and changed the demography of the 
trading center. Merchants traveled long distances, 
vulnerable to bandits and other adversity. The trip 
carried many risks, so a secure destination with a 
guaranteed sale was desirable. Resident sojourner 
merchants drew immigrants—business partners, 
employees, and families—to foreign cities. These 
immigrants served as unofficial ambassadors for 
their place of origin. They kept communication 
open between the societies at each end of the 
trade route. The merchants became leaders of 
immigrant communities adjusting to a new cul- 
ture. Trade tied the world together, and immi- 
grants ran trade. 

Egypt was stable for three millennia. Still, it 
conquered Nubia for its gold mines and the land 
routes to Kush and Punt; entered the Sinai for 
metal and gems and for trade routes to Arabia, 
the Horn of Africa, Persia, and India; and took 
Canaan and Syria as buffer zones and as a cross- 
roads of trading routes. And Egyptian ventures 
in Libya controlled the trade between Africa and 
Europe. Egyptian trade became the preserve of 
Phoenician and Greek merchants who settled on 
the Nile Delta. Merchants from Egypt’s many 
trading partners commonly brought their fami- 
lies for extended stays in Palestine and Egypt. The 
Greeks founded Alexandria as a center of knowl- 
edge and trade for the Middle East. 

Mediterranean trading civilization arose 
around 3000 B.c.z. The earliest Mediterranean 


traders were Cretan sailor merchants. They flour- 
ished for 2,000 years, and their culture influenced 
other great trading civilizations, including the 
Phoenicians, who distributed the goods of 
Babylonia and Egypt from ports such as Sidon, 
Tyre, and Carthage. Phoenicians were not mili- 
tary seafarers, and they fell successively under the 
Egyptians, Assyrians, Babylonians, Persians, 
Greeks, and Romans. By paying tribute, they kept 
their sea trade with the West and caravan trade 
with the East. Phoenicia traded with Arabia for 
gold, agate, onyx, incense, and myrrh; with In- 
dia for pearls, spices, ivory, ebony, and ostrich 
plumes; with Mesopotamia for cotton and linen 
clothes; with Palestine and Egypt for grain, wheat, 
and barley; and with the regions of the Black Sea 
for horses, slaves, and copper. By sea, they traded 
with Syria, North Africa, Asia Minor, the Aegean 
Sea region, Spain, France, and England. Phoeni- 
cians colonized and mingled with the people of 
Cyprus, Egypt, Crete, Sicily, Africa, Malta, Sar- 
dinia, Spain, Asia Minor, and Greece. Phoenicia 
influenced all Mediterranean civilizations until it 
fell to Rome after the Punic Wars. 

A typical Phoenician trading city was Ugarit. 
After the Hittites defeated the Egyptians in the 
thirteenth century B.c.g., the resultant peace 
brought prosperity to Ugarit as a terminus for 
trade with Anatolia, Syria, Mesopotamia, Greece, 
and Egypt. Merchants traded for the king and 
themselves. Immigrants and sojourners who 
flocked to Ugarit included Hittites, Hurrians, 
Cretans, Cypriots, and Assyrians. Prosperity and 
cultural exchange lasted until the city lost its ag- 
ricultural base. Then trade passed to the maritime 
cities, and Ugarit disappeared. 


GREECE AND ROME 


After the collapse of Mycenae, the Greek islands 
declined, but in the ninth to eighth centuries B.c.E., 
the Greek island culture expanded as a growing 
population and a lack of arable land forced a re- 
vival of the old cities and the old sea trade. The 
Greek culture was spread through trade and mi- 
gration. Greek culture peaked in Athens during 
what is known as the “Golden Age” of Greece 
during the 400s B.c.z. With the rise and conquests 
of Alexander the Great, Greek culture and influ- 


ence was spread throughout the Mediterranean 
world and east, into Persia. With the collapse of 
Alexander’s empire upon his death and the Ro- 
man conquest of Greece a few centuries later, 
Greek culture and presence was carried over to 
Rome, and bringing significant change to central 
and western Europe. 

Rome’s 400,000-man army bestowed Roman 
citizenship on the peoples it conquered. Citizen- 
ship gave the conquered and occupied peoples a 
stake in the empire. After pacification in Britain 
and elsewhere, Rome retired whole units and 
established several thousand soldiers at a time in 
coloniae around their old fortifications. Rome in- 
volved the locals in government and the market 
economy. Former Roman soldiers, now immi- 
grants to the far reaches of the empire, brought 
with them their goods and beliefs, changing the 
societies they joined and changing as they joined 
these societies. Rome’s military presence also pro- 
vided a source of profit and access for local mer- 
chants to the vast Roman trade road system. 
Roman roads moved people and goods through- 
out the empire. The roads also featured post sta- 
tions for the courier service as well as mansions 
where traders could stay—these mansions housed 
riders, drivers, conductors, blacksmiths, wheel- 
wrights, doctors, and animals. 

Roman traders also dominated the Mare Nos- 
trum—the Mediterranean. Merchant ships carried 
passengers and freight. Roman trade extended to 
Denmark, up the Amber Road, from the Danube 
to the Baltic, and across the sea to Sweden. From 
the far reaches, Italian traders brought furs and 
slaves. In Africa, Greek and Roman traders pen- 
etrated past Somaliland and Abyssinia. Trade cov- 
ered Arabia Felix, India, and China. Each year, up 
to 120 vessels left Alexandria for the route through 
the Red Sea and Indian Ocean to India and China. 
But the Roman empire crumbled because of the 
onslaughts of Huns, Goths, Visigoths, and Vandals; 
by the fifth century the empire had fallen. 


SILK ROAD 


The major trading route in Central Asia tied 
Mesopotamia and China to trading partners in 
Europe and Asia. The Silk Road was a network of 
routes around the rim of the dry, sandstorm- 
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prone Taklimakan and Gobi Deserts and through 
the least inhospitable parts of high and icy moun- 
tains. Mesopotamia began trading along the Fer- 
tile Crescent. China, with its mountainous terrain, 
was much more difficult for traders to reach. Be- 
ginning in 138 B.c.z., Zhang Qian spent thirteen 
years trying to expand what was a small-scale 
trade, in the process learning of a new breed of 
horse and unknown peoples in the west. Subse- 
quent expeditions for horses and objects of beauty 
opened the route significantly. 

More than just silk was carried along the road. 
Metals, stones, ivory, and glass were brought to 
China, and ceramics, gunpowder, jade, bronzes, 
lacquer, and iron were brought to the west. Cara- 
vans of 100 to 1,000 camels, each carrying around 
500 pounds, were easy targets for bandits, mak- 
ing security essential. The Chinese established 
forts and walls, but not until local government 
stabilized the Taklimakan did settlement occur. 
Settlers prospered from trade and incorporated 
both local cultures and the cultures of those who 
traded along the route. Buddhism and Islam 
traveled to China along this route, as did Chris- 
tianity. At the Silk Road’s peak, Chang’an was a 
massive city of millions, with thousands of emi- 
grants from the communities along the road as 
well as others including Malays, Koreans, and 
Japanese. After the thirteenth-century conquest 
by Genghis Khan and his Mongols, the Silk Road 
became a path of communication as well as a trade 
route. The Mongols kept the road open and safe, 
and the thirteenth century saw the beginnings of 
European travel to East Asia. 

The road declined as the Chinese empire 
turned inward under Ming nationalist isolation- 
ism in the fourteenth century. Political and religious 
barriers proved more insurmountable than the 
deserts and mountains. Once the road closed, the 
traders shifted to sea routes. Europeans learned 
how to produce their own silk and otherwise get 
by without the East. Lessened maintenance, in- 
creased banditry, declining trade, and religious 
conflict meant the demise of the Silk Road. 

During its life, the Silk Road was the most 
important of the trade routes that joined East and 
West, making possible the exchange of technol- 
ogy, art, and knowledge of the great civilizations. 
As were all trade routes, the road was a vital carrier 
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of ideas, as shown by the transport of Buddhism 
from India to China by itinerant and immigrant 
monks (100-600 c.z.). The road itself shifted with 
time, climate, and drought—and the “road” also 
included sea travel on the Mediterranean. The Silk 
Road was more of a network of exchange using 
various routes, rather than a physical road. 

The sea was neutral, an avenue for the ex- 
change of information, goods, and human re- 
sources. The Japanese sailed to Korea and China, 
and by the sixth century Chinese and Korean 
immigrants were entering Japan, which in return 
sent students, monks and officials to China for 
training. The Sea of Japan and the Yellow and 
Eastern Seas were in effect an extension of the 
Silk Road and from the sixth century, Osaka, at 
the road’s end, was Japan’s portal to the West. 


EUROPE 


After Islam split the East from the West, trade and 
migration continued in the East. The West went 
into the shell of feudalism, shunting its immigrant 
merchants into the Jewish quarter and other ghet- 
toes. European societies were not hospitable to 
trade and immigration anyway. 

While the Eastern civilizations thrived, Eu- 
rope was tribal, mostly a hunter-gatherer society. 
Emigrants from outside Europe introduced agri- 
culture in the fifth millennium B.c.£., and the 
Minoan culture reinforced the cultural change 
when it entered mainland Greece in the first part 
of the second millennium B.c.£. By late in the third 
millennium B.c.£., Europeans practiced subsis- 
tence agriculture and cattle raising—and rustling. 
Agricultural surpluses were uncommon, unlike 
in the Eastern civilizations. This, in combination 
with the Europeans’ fondness for cattle raids 
against their neighbors and the Eastern immi- 
grants, prevented the rise of urban centers and 
the associated culture that characterized Egypt, 
Mesopotamia, the Indus Valley, and the Yellow 
Valley of China. 

There was an effect on European warrior civi- 
lizations from the Mesopotamians and Egyptians, 
whose civilizations had metalworkers without 
adequate supplies of raw materials, especially tin. 
The search for tin and other metals and amber 
led the great states to establish trade routes to 


Europe. The presence in Europe of more ad- 
vanced Egyptians and Mesopotamians allowed 
Europe to enter the Bronze Age with greater 
speed and fewer false starts than were experi- 
enced by earlier world cultures. As far west as En- 
gland and as far north as Scandinavia, third- and 
second-millennium B.c.£. Europeans were pushed 
into cultural growth in exchange for tin, amber, 
bronze, faience, gold luxury items, and copper. 
Even as trade and Eastern influence continued, 
central Europe became more entrenched as a 
warrior society, letting immigrants of other cul- 
tures handle trade. In place by 700 B.c.z., this pat- 
tern persisted through the Middle Ages. 

In southern Europe, the Roman empire was 
primarily a Mediterranean empire, but it had fron- 
tiers in the woods of northern Europe and in the 
deserts of the Middle East and the Sahara. Syr- 
ians and Jews dominated Roman trade, which 
allowed the various regions of the empire to spe- 
cialize. Under the empire, the Romans and the 
Germanic tribes influenced each other. On the 
other hand, Roman defeats in the east resulted in 
barriers to trade that were not negotiable. The fall 
of Rome to the Goths in 410 c.z. cut off the Medi- 
terranean grain trade from Egypt and the impor- 
tation of tin from Cornwall. Also slowing trade 
and immigration was the spread of Islam between 
the seventh and eleventh centuries across the 
Middle East, North Africa, and Spain. 

As early as 500, Cushite and Bantu immigrants 
forced the Bushmen from coastal East Africa. As 
part of the expansion of Islam around 700, Arabs, 
Persians, and Indians migrated to the area. They 
were active traders with Arabia, Egypt, and Rome. 
Benefiting from the monsoon winds, traders came 
in dhows to barter with the coastal middlemen, 
preferring not to enter the dry zone inland, or 
encounter hostility and disease farther west. Cow- 
rie shells sometimes served as currency in this 
trade that peaked between 1300 and 1500. Princi- 
pal exports were gold, ivory, and slaves. Also ex- 
ported were skins, rhinoceros horns, along with 
other raw materials. Imports included Chinese silk 
and porcelain, Maldive cowries, Persian rugs, 
Burmese jars and pots, and Arabian weapons and 
ironware. 

In a time of unrest, Europe lost contact with 
the East for 700 years. Slowly, stability was re- 


established, and from 1000, Europe began to re- 
cover. Helping the process were the Vikings. 
From their Scandinavian homelands, they traded 
Baltic amber and Russian slaves in Constan- 
tinople for silk and spices. They also traded furs, 
skins, and walrus-tusk ivory from Greenland and 
northern Europe with the trading towns of west- 
ern Europe. They settled where they traded. Vi- 
king cities include Birka, Skiringsal, Ribe, and 
Hedeby in Scandinavia. York, England, and 
Dublin, Ireland, were also Viking trading cities. 
From Kievan Russia, Vikings kept trade with 
Byzantium open when the Mediterranean routes 
were closed or unsafe. They also brought to Eu- 
rope Arab silver, Byzantine silk, and the rudi- 
ments of a still-viable civilization, perhaps even 
economic growth. 

European trade was mostly local, with itiner- 
ant peddlers traveling from one place to another. 
Sometimes peddlers would settle, but cultural 
interchange was minimal. Another group of im- 
migrant traders, dating from at least the mid- 
thirteenth century, the Hansa or Hanseatic League 
was a medieval combination of German cities trad- 
ing in the Baltic Sea. The merchants commonly 
had special quarters in the cities with which they 
traded, leading to a natural association with the 
locals. In the absence of a strong central state, the 
Hansa combined for defense against pirates and 
built lighthouses for safety. At their peak, Hansa 
enclaves in Belgium, Norway, Russia, and England 
had the power to demand and receive special 
privileges, including monopolies. Hansa power 
peaked in the mid-fourteenth century when the 
league exceeded 100 cities, some of which were 
not German. The league’s army and navy defeated 
the Danes in 1386, but the world was changing, 
and merchants working through centralizing 
states were becoming more powerful than mer- 
chant cities and the traders in immigrant ghettoes. 

In the twelfth century, the old roads came 
back into partial use, but they were risky and in- 
convenient. By the fifteenth century, Europe was 
awakening, consolidating, and looking for a way 
to trade without going through Asia Minor or the 
Magyar- and Saracen-controlled areas. Merchant- 
influenced governments were sending explorers, 
priests, and immigrants in search of trade, pref- 
erably a monopoly. 
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MERCANTILISM AND 
EUROPEAN MIGRATION 


After unifying and funding Christopher Colum- 
bus’s voyage to the New World in 1492, Spain was 
present in the Philippines by 1565, Christianiz- 
ing the natives, settling among them, and domi- 
nating the spice trade. Spain kept its Asian 
colonies for three centuries and its American ones 
into the eighteenth and nineteenth centuries. 
Spain’s immigrants altered world trade patterns 
in the East and West. 

Spanish immigrant landowners extracted 
money and labor from the natives. Under gov- 
ernment auspices, the Philippines controlled the 
trade between Mexico and China from the six- 
teenth through the nineteenth centuries. Mexi- 
can silver in Manila bought Chinese silk and 
porcelain. Heavily controlled by the Spanish gov- 
ernment until the 1820s, the Philippines were 
opened to free trade by the Spanish Crown in 
1834. Manila quickly became an international cen- 
ter for the United States and Europe looking to 
establish trade relations in Asia. 

Not all immigrants had landholdings, or op- 
portunities. As early as 1503, African slaves filled 
the Caribbean labor shortage as involuntary im- 
migrants to Spanish Cuba, Haiti, Puerto Rico, and 
elsewhere. Ships and crews in the trade were 
Spanish, Genoese, Portuguese, Dutch, French, 
Flemish, and English. 

Portuguese from Lisbon and Oporto sailed 
around Africa in search of the East Indies and es- 
tablished a lucrative trade in West Africa for gold, 
pepper, ivory, and slaves, and in the Atlantic is- 
lands for honey, timber, and other raw products. 
Having a population of only 1.25 million people 
at the beginning of the fifteenth century, Portu- 
gal failed to establish political control over its ter- 
ritories as Spain did. By the end of the sixteenth 
century, the overseas population was too great 
for the home population to support; Portugal 
compounded its population shortage when it ex- 
pelled the Jews and Muslims, and suffered a di- 
sastrous plague. 

The Dutch had their own republic, along with 
religious tolerance and liberal views toward in- 
novation in trade and financial arrangements. 
These factors attracted educated and well- 
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connected immigrant bankers and merchants 
from northern Italy and Jews and Huguenots, 
among others, from elsewhere in Europe. Amster- 
dam became the commercial center of the seven- 
teenth century. Its stock market, the world’s first, 
was a venue for French, Venetians, Florentines, 
Genoese, Germans, Poles, Hungarians, Spaniards, 
Russians, Turks, and Armenians. Educated, am- 
bitious, and welcome, immigrants used 
Amsterdam as the center of their world trading 
networks. Dutch trade colonies existed from 
Batavia, Java, to New Amsterdam in the West. 
Immigrants founded the financial trade networks. 

The English entered the world picture late, 
establishing colonies in a world where they had 
to establish their own cities first. The American 
colonial populations grew as a result of trade. 
Once they figured out that gold was not a realistic 
route to wealth, the middle and southern colonies 
traded tobacco and naval stores. English mercan- 
tilism gave New England a protected shipping in- 
dustry. Protected trade promoted colonial growth 
through natural increase and through immigra- 
tion. When the European homelands tightened 
colonial trade restrictions, immigrants in the colo- 
nies resorted to smuggling to continue trade. 

Western colonists sent raw material to Europe, 
which sent back finished goods, sometimes 
brought from the East. Liverpool, Lisbon, Bor- 
deaux, Cadiz, and other port cities prospered. One 
of the principal moneymakers was the involun- 
tary immigrant: the slave. Slavers from England, 
Portugal, and the other mercantile states traded 
cheap finished goods on the coast of West Africa 
for slaves, who furnished the labor that produced 
the tobacco, cotton, and other crops that made 
more fortunate immigrants rich and independent. 

Sometimes, immigrants took over the work 
of slaves. In the French territories of Martinique 
and Guadeloupe, planters imported contract 
workers from the Indian subcontinent after eman- 
cipation of the slaves in 1848. 


ASIA UNDER IMPERIALISM 


In Asia, European immigrants were not as able to 
eliminate the indigenous populations as they 
were elsewhere. They established trading com- 
panies such as the British and Dutch East India 


Companies, and they did influence governments, 
as when the British company held large segments 
of India as a virtual fiefdom. But the older Asian 
countries managed to resist, wanting nothing but 
European silver and gold, and they held the up- 
per hand through most of the mercantile era. The 
cultural exchange centered on Manila, where the 
Chinese traders met the Spanish galleons filled 
with Mexico’s silver. 

In the South China Sea, the Chinese traded silk 
and porcelain for rice, medicinal plants, aphrodi- 
siacs, and birds’ nests, luxury items for Chinese 
consumption. This network also linked to other 
regional trade routes through Batavia and the Strait 
of Melaka (Malacca). Besides the South China Sea 
network, the Dutch East India Company in Batavia 
marginalized the Javanese traders, as it became the 
dominant organization from Aceh to the Moluccas. 
The company traded cloves, nutmeg, tin, and pep- 
per. Although focused on Indonesia, the company 
had links to Asia and Africa, from the China Sea 
and the Indian Ocean to Cape Town, Arabia, Per- 
sia, India, Burma (Myanmar), Siam (now Thai- 
land), Vietnam, Formosa (Taiwan), and Nagasaki. 

The British East India Company sailed from 
South Asia to Burma, Siam, and Malaya up to 
Sumatra. This trade consisted of Indian cloth, rice, 
teak ships from Burma, pepper and tin from Ma- 
laysia, and spices from around the area of the 
Strait of Melaka. The company employed not only 
English, but also Gujaratis, Muslims, and Chulias 
from India, Persians, Arabs, and Syrians. Signifi- 
cantly, although the Europeans dominated these 
trade and cultural exchanges, the most important 
group remained the overseas Chinese. 

China entered the overseas trade between 
1405 and 1433. Fleets entered the Indian Ocean 
seven times, sailing as far as Africa. The largest 
junks in these fleets had nine masts and a length 
of 400 feet. Supply ships and patrol boats escorted 
trading vessels. Crews totaled nearly 30,000. But 
after this period, China withdrew from overseas 
commerce, its fleet wasted away, and its naviga- 
tion charts were burned by the minister of war. 

In the sixteenth century, overseas Chinese 
merchants became important as immigrant trad- 
ers in the present-day Indonesia, Thailand, and 
Malaysia. The most important of Chinese immi- 
grant traders where the Hakkas, who migrated 


to central China then on to the rest of Asia. The 
Hakkas comprised a significant proportion of 
Chinese in Taiwan and elsewhere outside China. 

By the eighteenth century, the overseas Chi- 
nese trading network tied Asia to the West. This 
network included Vietnam, Siam, and Malaya to 
the west and the Philippines and Indonesia to the 
east. The overseas Chinese in Siam had a fleet 
consisting of 136 junks, 82 of which sailed between 
China and Malaya, Java, and Vietnam. Others 
traded from South China to Vietnam. 

Most of the 60 million overseas Chinese lived 
in Southeast Asia, being the majority in Singapore 
and making up significant minorities in Indone- 
sia, Siam, and Malaya. Overseas Chinese in the 
nineteenth and twentieth centuries migrated to 
North America, especially Canada and the United 
States, initially to work on the railroads and in 
the mines. Once this work ended or they were 
forced out, they established small shops and res- 
taurants and an overseas trade with their home 
country. These immigrants concentrated in 
“Chinatowns” in the Western states, for example 
in San Francisco. The Chinese Exclusion Act of 
1883 banned Chinese immigration. After the act 
was repealed in 1943, Taiwanese professionals im- 
migrated on student visas. This influx discontin- 
ued after the Taiwanese economy improved in the 
1970s, but mainland Chinese began immigrating 
after restrictions eased in 1977. 

Overseas Chinese were vital in Sir Stanford 
Raffles’s colonial Singapore. Raffles developed an 
economic, legal, and social system open to all the 
diverse peoples of the port city. This openness led 
to emigration from Indonesia and China. Hong 
Kong and Taiwan were open as well and benefited 
from the arrival of Shanghai merchants and fin- 
anciers, much as the Netherlands had benefited 
from skilled refugees from Iberia and Europe cen- 
turies before. The open cities of Asia were hubs 
of networks modeled after the historical use of 
Jews, Armenians, and Parsees, all the unwanted 
but not the untalented of the world. 


COLONIALISM AND AFTER 
In the late nineteenth century, the European na- 


tions engaged in vigorous colonialism that made 
much of Asia and Africa a provider of raw mate- 
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rials and slaves for the home nations. The degree 
of exploitation varied, as did willingness to ac- 
cept emigrants from the colonies, but the pres- 
ence of Asian and African colonials in the 
European countries led to some cultural exchange. 
After World War II, immigration occurred on a 
massive scale, and failure or success depended 
on how the immigrants were treated. Postcolonial 
France attempted to preserve the influence it had 
in Asia, Africa, and the Americas. It had, after all, 
given citizenship (under certain conditions) to all 
members of its empire. As the dislocations of in- 
dependence produced hardship, many emigrants 
from the former colonial areas entered France, as 
did the Europeans abandoning now hostile 
former territories. Still, trade had been established 
with the original immigration, and nothing in the 
new immigration shifted the trade priorities the 
immigrants had set. 

Germany’s loss in World War I cost it the em- 
pire it had acquired earlier, but its final colonial 
venture came later in the twentieth century, when 
it forced millions of Germans to move to con- 
quered territory and non-Germans to move from 
there. After World War II, the relocation of dis- 
placed persons was an immense undertaking. 
Between 1945 and 1961, 12 million immigrants, 
mostly skilled, entered Germany. Three-fourths 
were Germans from Poland and Czechoslovakia. 
Others were refugees from East Germany. As a 
result, West Germany in the 1950s and 1960s had 
a higher ratio of workers to total population than 
other states: 50 percent versus 45 percent in 
France, 40 percent in the United Kingdom, 42 
percent in the United States, and 36 percent in 
Canada. When the European influx slowed, new 
skilled workers flowed in, first from the Mediter- 
ranean states, then from the edge of Asia. But 
when the economy slowed in the late 1990s, there 
was pressure to deport immigrants. 

In the United States, immigrants continued 
to flourish. Trading cities in early twenty-first- 
century United States shared the characteristic 
growth of earlier trading cities. Approximately 
three-fourths of the 10 million immigrants that 
arrived in the United States during the 1980s 
settled in a few urban states. New York and Cali- 
fornia absorbed half the immigration. Eight of the 
ten most ethnically diverse counties were in New 
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Immigrants to the United States—like these on Ellis Island in 1930— 
have long served as a major source of cheap labor for manufactur- 
ers, giving U.S. industry a great competitive advantage in world 
trade through much of the nineteenth and twentieth centuries. 
(Library of Congress) 


York, Los Angeles, or the San Francisco area. 
Southern California became attractive in the 1980s 
to new immigrants from Asia, the Middle East, 
and Latin America. Los Angeles was especially 
attractive for those with business and financial 
skills. 

Los Angeles once had a decaying warehouse/ 
factory district east of downtown. A Hong Kong 
immigrant, Charlie Woo, revitalized the neighbor- 
hood and attracted more than 500 toy importers, 
warehouses, and distributors who employed 
6,000 people in a $1 billion business. Most of the 
owners and workers emigrated from the Middle 
East, Asia, or Latin America. Most of the custom- 
ers were immigrants as well, bringing the world’s 
toy buyers and consumers together. Similar suc- 
cesses occurred in the flower, fish, vegetable, 
trucking, and textile industries. Occupancy rates 
exceeded 95 percent in the once-decaying district. 

Another success was New York’s trade in 


services—media, advertising, and finance. New 
York’s combined Latino and Asian populations in 
2000 approached 3 million. New York immigrant- 
owned companies dealt throughout the world. 
New York’s immigrant base—including Russian 
Jews, Koreans, and Asians—gave the city’s com- 
panies a better grasp of foreign and domestic 
market demographics. 

In Miami, the high crime and out-migration 
in the 1970s and 1980s gave way in the 1990s to a 
thriving Latino culture fueled by Miami's 650,000 
Cubans, 75,000 Nicaraguans, and 65,000 Colom- 
bians. In 1994, Miami had one-fourth of America’s 
South American trade, almost 40 percent of the 
export business, 40 percent of Caribbean trade, 
and nearly 60 percent of Central American trade. 
Miami was home to Univision and Telemundo, 
broadcasters to Spanish speakers in the United 
States and Latin America. Other southern cities 
from Jacksonville to Houston are seeking the same 
access to international markets using their immi- 
grant populations. 

Between 1870 and 1910, 60 million Europe- 
ans migrated, mostly from underdeveloped ar- 
eas, to the United States, Canada, and Latin 
America. Additional migrations occurred between 
less-developed countries and from rural to urban 
areas of the same country. About 10 percent of 
the world population emigrated, and more than 
that migrated. But the migrations slowed as op- 
portunity arose at home, and at the end of the 
millennium, only about 2 percent of the world’s 
population lived outside its country of citizenship. 

At century’s end, trade became a potential 
route to globalization because trade policy af- 
fected employment, patterns of consumption, 
production, and distribution, cultural and social 
values, and the environment, all of which were 
global issues. Trade, especially in services, grew 
drastically in a world without borders. Between 
1970 and 2000, the share of manufactured goods 
created by developing countries rose from 3 to 18 
percent. In the 1990s, the economies of the thir- 
teen largest poor countries grew an average of 
7.3 percent a year. Women as well as men ben- 
efited from the worldwide growth of professional 
services (law, banking, and computing), tourism, 
and information services from offshore airline 
booking and credit card distribution to word pro- 


cessing for publishers and others regardless of 
geographical location. 

After thousands of years, immigration peaked 
in the nineteenth century. Twenty-first-century 
globalization allows those who would have emi- 
grated to trade at home. The trade-immigrant 
nexus is weaker than it has been because the 
would-be immigrant now travels the Web instead 
of the roads and seas. 


John Barnhill 


See also: Barter; British Empire; Chinese Dynasties; Crusades; 
Dutch; European Trade, Intracontinental; Food and Diet; 
French Empire; German Empires; Jews; Polo, Marco; Slavery; 
United States; Vikings; Warfare. 
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IMPERIALISM 


A policy of extending the rule of one country 
over another country or colonies that began 
with the establishment of empires in the six- 
teenth century and lasted until the twentieth 
century. 


From 1492 to 1776, mercantile imperialism spread 
European influence around the world. Portugal, 
Spain, Holland, France, and England all at- 
tempted to exploit parts of the world that were 
new to them and seemingly undeveloped and 
uninhabited. The powers competed with each 
other in Africa, the Americas, and in Asia, each try- 
ing to establish trade arrangements that secured 
its own interest while it excluded the others. Be- 
cause of the need for control, the indigenous popu- 
lations were quickly subordinated to colonists 
—traders, merchants, and agriculturalists—from 
the home country. These colonists had different 
roles. Initially, they were to produce the massive 
stocks of gold and silver for the Spanish. The gold 
flowed through piracy to the English and through 
commercial services such as insurance and bank- 
ing to the Dutch. Mercantilists without gold and 
silver mines found trade assets in other raw ma- 
terials: furs, ships, stores, tobacco, rice, and sugar. 
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Commodore Matthew Perry, shown here being received by the Japanese emperor in 1854, helped open up the island kingdom to U.S. and 
world trade. (Library of Congress) 


Settlers provided markets for the finished goods 
the European states—England, then the others— 
began producing. Integral to mercantilism was 
the migration of Europeans to the areas to be 
exploited. 

During the initial settlements, the Europeans 
were at a disadvantage because they were the 
intruders and because they came long distances 
with limited technology that allowed them to 
come only in small numbers. The initial Euro- 
pean toeholds in the Americas, for instance, 
mostly failed. Successful efforts relied on the aid 
of the indigenes, whether in Mexico, Virginia, or 
Canada. Where the natives resisted, as in Asia and 
India, the European presence was tenuous. In the 
Americas, the slight European edge in technol- 
ogy, the inability of the indigenous groups to band 
together, and the major impact of European dis- 
eases allowed the Europeans to conquer. Within 
relatively short periods, they began to take full 


possession and create mines and plantations to 
supply the home country with wealth and re- 
sources for the mercantile competition of the Eu- 
ropean states. In Asia, the Europeans were 
supplicants to a more sophisticated market, want- 
ing more of the Asians’ goods than the Asians 
wanted of theirs; the Europeans remained depen- 
dent on local trading patterns and indigenous 
elites. 

The characteristic “old imperialism” had in- 
volved the movement of people to establish pri- 
marily coastal agricultural colonies in areas 
previously unexplored. The Europeans attempted 
to replicate their home countries in the new ar- 
eas and named them accordingly: New England, 
New France, New Spain, New Sweden, and New 
Netherlands. Success came to those in the most 
heavily populated settlements. There was a false 
belief that the expansion was occurring into un- 
settled and unpopulated lands. 


The British success came because trade and 
empire reinforced each other. As colonies grew, 
trade between the colonies and the home country 
increased. Increased trade encouraged merchants 
to expand their fleets and the volume and variety 
of goods they shipped to the growing colonial 
market. The demand for raw materials increased, 
promoting the slave system in the Caribbean and, 
once the indentured system faded on the main- 
land, in the southern colonies of North America as 
well. Accelerating population growth continued as 
the colonies became more attractive as sources of 
economic opportunity or religious refuge, and the 
expanding population of eighteenth-century 
North America provided more raw products in 
return for more finished British goods. At the same 
time, the larger population led to a greater diver- 
sity and sophistication of demand, and British in- 
dustry such as textiles diversified in response. 
Linen, cotton, and new hardware and metalware 
grew in demand in the second half of the eigh- 
teenth century. The ideal colonial arrangement was 
a closed system with large volume, which is what 
the British had during the quarter century preced- 
ing the American Revolution. 

But this ideal situation was an anomaly. More 
typical were the power struggles that character- 
ized the mercantile competition. The frequent 
wars of the rival imperialists during the sixteenth 
through the eighteenth centuries diverted atten- 
tion from economic well-being and drained na- 
tional treasuries. The slow loss of trade wealth 
eliminated the weaker nations, which were al- 
ready hampered by the absence of colonies any- 
where near as robust as the British Americas. Over 
time, the competition won over Portugal, Spain, 
and Holland, leaving the field to France and Brit- 
ain who fought four wars in less than a century. 
By 1763, Britain was the last empire to remain 
standing. But the British perceived a need for co- 
lonial assistance in financing the war debts, and 
the effort to impose taxes and other revenue- 
enhancers on colonial trade led to the loss of the 
colonies. The death of mercantilism occurred 
about the same time as the rise of Adam Smith’s 
ideas on free trade. As some colonies became in- 
dependent, others became economically less sig- 
nificant. Therefore, the imperial impulse lessened 
for a time. 
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NEW IMPERIALISM 


The old style of imperialism was largely aban- 
doned by 1776, and for 80 to 100 years imperial- 
ism waned. However, there was a period of lighter 
activity—the British taking of the Cape Colony 
(1815), Hong Kong (1842), and New Zealand 
(1840), the French expansion into Algiers, and per- 
haps the misadventure of Maximilian in Mexico. 
But this activity was sporadic, and the trading sys- 
tem was what came to be known as free-trade 
imperialism, with colonial outposts serving a com- 
petitive edge but not necessarily competing with 
one another. A major contributor was the protec- 
tive tariff barriers imposed by the Europeans 
against the British, who consequently looked else- 
where for markets. And because the British had 
the edge industrially, they had no fear of the com- 
petition. The new imperialism was ratified by trade 
agreement rather than by war: the term of choice 
was free-trade imperialism. 

The first European venture into the greater 
world, during the age of exploration and discov- 
ery after Christopher Columbus, was at least ini- 
tially a major leap into the unknown, and they 
had extremely limited assets. By the time the sec- 
ond age of imperialism occurred, the process was 
more precise, discovered areas had been con- 
trolled, and the advantages lay overwhelmingly 
with the Europeans. The reasons for exploration 
had changed from the intent to civilize, Christian- 
ize, and exploit easy wealth, such as gold and sil- 
ver. The age of imperialism, from 1850 to 1914, 
was better characterized as a race by the Euro- 
pean powers to possess what was available—the 
world was being divided quickly, and national 
prestige, geopolitical influence, and military ad- 
vantage were all on the line. But more important, 
in a time when Europe and the United States were 
fueling their Industrial Revolutions, there was a 
need for access to reliable markets and sources of 
raw material. 

Initially, the imperial impulse was a political 
and economic rivalry, with Russia entering Per- 
sia, Austria-Hungary entering the Balkans, Italy 
entering North Africa, Germany entering Bagh- 
dad and southwest Africa, and Britain entering 
North and South Africa as well as western North 
America. The United States took the spoils of the 
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Spanish-American War, but also entered Canada, 
Mexico, and the Panama Canal region. Technol- 
ogy penetrated the continent and allowed links 
back home: railroads and steam engines, tele- 
graphs and weapons far beyond those of the in- 
digenes. There was also quinine, used to treat 
malaria, and the preferred approach of divide and 
conquer. 

As the pace of “new imperialism” accelerated 
mid-century, the Europeans used their advanced 
weapons and technology (transportation and 
communication) to move into the interiors of the 
continents. They built railways, dams, roads, and 
industry to better exploit the raw materials found 
in the interior. To an extent, the expansion oc- 
curred because technology made it possible; to a 
greater extent, it occurred because the technologi- 
cal advantage at home had created surplus out- 
put and a system that needed more raw materials 
to maintain itself, and perhaps free itself of the 
economic cycle that featured periodic depressions 
due to surplus capacity and insufficient consump- 
tion. The trade was in European-finished goods 
for native raw materials, a disadvantage to the 
natives in Africa, the Near and Middle East, China, 
Southeast Asia, and North America, including 
Mexico and Canada. 


AFRICA 


The societies of West Africa had well-developed 
and extensive trade arrangements that extended 
across the Sahara to the north and east. The East 
African societies traded from Somalia to 
Mozambique. They traded with the inland Great 
Zimbabwe and Mwene Matapa. From the fif- 
teenth century on, these traditional economic and 
cultural links came under pressure from the in- 
trusion of foreign cultural and commercial ele- 
ments along the coasts. But until the nineteenth 
century, the impact remained predominantly on 
the edges of the continent because the interior 
was inhospitable to the Europeans, limiting the 
extent of their disruption of interior Africa. Then, 
late in the nineteenth century the Europeans had 
the technology, the spirit, and the immunity 
through new medicines—and their presence 
quickly became an occupation of virtually the 
entire continent. In the mid-nineteenth century, 


they finally did away with the slave trade that 
they had abetted and profited from, if not coerced. 
In the late nineteenth century they extended their 
moral crusade to the source, Africa. 

The British, with a vast empire left over from 
the old imperialism, had no need for Africa. They 
had moral qualms about the slave trade, but their 
qualms were not sufficiently strong to put troops 
on the ground. Although the Atlantic slave trade 
ended before the resurgence of imperialism, there 
continued to be a trade across the Sahara and 
around the Indian Ocean. This trade affected the 
British experience as the British penetrated Africa. 
In their pursuit of African products, such as palm 
oil and groundnuts for margarine, soap, and ma- 
chines, they interfered with local politics, back- 
ing those who at least purported to be abolitionist 
and were willing to become capitalist. They won 
over the slave interests in Zanzibar by imposing 
a naval embargo, resulting in a quick, rewarding, 
and symbolically uplifting victory. When it came 
to economic interests, in Africa, the Suez Canal 
and South Africa were most appealing to the Brit- 
ish empire. 

The Suez Canal shortened the trip to India 
by 6,000 miles. The subcontinent was even more 
an asset than before. The French built the canal 
on land belonging to the Khedive of Egypt. In 
return, he received stock in the company. When 
he ran into financial difficulties in the 1870s, the 
British bought his stock and thus the controlling 
interest in the canal. 

With the canal open, African ports became 
moot. South Africa was of interest for other rea- 
sons. In 1871, the British annexed the Kimberley 
field after the discovery of diamonds in 1870. In 
1877, they annexed the Boer Transvaal, which led 
to the Boer uprising of 1881 and defeat for the 
British—until the discovery of gold in the Trans- 
vaal. In 1895, Cecil Rhodes tried to overthrow the 
Boer government, but he failed and only the sec- 
ond Anglo-Boer War (1899-1902) ended hostili- 
ties between the Boers and the British. The British 
granted home rule within the British empire in 
1906, allowing local legislatures to decide domes- 
tic issues. 

As Spanish gold brought the Americas to the 
attention of European mercantilists in the six- 
teenth century, the discovery of gold and dia- 


monds accelerated the race for Africa. Quickly, the 
competition for African territory became so fierce 
that the Europeans met to stabilize the situation. 
The Berlin Agreement of 1884-1885 specified that 
no nation would compete for another’s claim. By 
1914, Ethiopia and Liberia were the only African 
nations free of European control. 

Having established hegemony, the Europeans 
began exploiting both the land and the people. 
The plantation was the preferred arrangement for 
producing peanuts, rubber, cocoa, and palm oil. 
Mines were needed to collect South Africa’s gold 
and diamonds and the Congo’s copper and tin. 
The Europeans opposed indigenous rulers who 
resisted their attempt to control the trade, who 
maintained slave labor or trade, or who attempted 
to impose tariffs and taxes. The internal slave trade 
and associated wars persisted despite the Euro- 
pean efforts to quell them. 

By disrupting the old power arrangements 
and erasing tribal boundaries, the European in- 
trusion opened the export business to new pro- 
ducers. Tied to the world economy, prices became 
unstable. Where the imperialists controlled the 
traditional male activity of slave trading, their 
actions encouraged the displaced slave traders to 
take over other economic sectors. For instance, 
displaced slavers took over palm oil production, 
traditional women’s work, which led to the loss 
of women’s economic power and social standing. 


OTTOMAN EMPIRE 


By the late nineteenth century, the Ottoman em- 
pire grew weak, letting Greece become indepen- 
dent in 1830 and giving Serbia autonomy within 
the empire in 1806. By 1914, the empire was on 
the verge of collapse. Within the empire, mod- 
ernizers broke Egypt away from the Ottomans 
and convinced the Egyptian peasants to grow 
cotton instead of food because cotton was in de- 
mand in Europe. Further modernization in Egypt 
led to the creation of the Suez Canal, which 
speeded trade immensely. When Egypt ran into 
financial hard times (as was generally to happen 
to the colonized end of this trade arrangement), 
the British took the canal and the country. 
Britain and Russia competed in Persia as well. 
Persia would have given Russia an outlet to the 
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Indian Ocean. Britain wanted Persia as a buffer 
between Russia and India. Then, at the turn of 
the twentieth century, oil was discovered and the 
British agreed to develop the fields. After local 
forces deposed their ruler because he was pro- 
European and corrupt, Russia and Britain took 
Persia for their own benefit. 


INDIA 


The British presence in India dated to the mer- 
cantile age, and the British East India Company 
dominated until it finally gave control over India 
to the British government. The indigenous 
Mughal empire in India began declining in the 
early eighteenth century. By mid-century, the Brit- 
ish East India Company had almost all the sub- 
continent under its control. By law, India had to 
provide Britain with tea, indigo, cotton, and cof- 
fee. The law also prevented the development of 
Indian manufacturing. After the East India Com- 
pany built the rail lines that linked the agricul- 
tural interior with coastal ports, India became 
even more valuable. India did benefit in that the 
British railway system built there was the third 
largest in the world, and the British built schools, 
dams, canals, bridges, telephone and telegraph 
networks, and roads. They also improved literacy, 
sanitation, and public health. Negative effects of 
the British presence in India included substitut- 
ing commercial production for self-sufficient ag- 
riculture, leaving the populace vulnerable to 
famine and death. British racism delegitimated 
and weakened Indian culture, leading to protests 
against the company that led the government to 
take over in the mid-nineteenth century. Unrest 
persisted through the period, as did British ex- 
ploitation of India. 


ASIA 


The European system of exploitation unfolded 
similarly in Southeast Asia. The region was valu- 
able for its proximity to China and the legendary 
Chinese market. It also had the climate and soil 
to grow commercial crops, some imported and 
some native, such as sugar, rubber, cocoa, and 
coffee. Traders initially established an outpost and 
negotiated with the local leaders. As trade grew, 
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the European investment increased, and depen- 
dence on local rulers, who were sometimes un- 
stable, became less desirable. The need for political 
stability led to increased control by the European 
powers, including the taking of territory. The 
Dutch took Indonesia. The British took Singapore, 
Malaya, and Burma (Myanmar). The British also 
promoted the spread of skilled Chinese merchants 
throughout their empire. France took Indochina, 
coercing farmers to grow rice commercially and 
thus reducing the amount of rice the growers had 
for themselves. Siam avoided the colonial rush 
through skilled political maneuvering during this 
entire period. Colonialism brought improved 
schools, sanitation, and health. It also brought 
outsiders to work on the colonial plantations and 
mines, thereby producing a mix of cultures. 

In China, American and European merchants 
had traded for tea and silk since the 1780s. The 
Europeans had an insatiable desire for Chinese 
tea and porcelain, but they did not have anything 
they could sell in adequate volume to hold a rea- 
sonable trade balance. When the Qing rulers of 
China sought to rejuvenate their society by eradi- 
cating the opium stored in Guangzhou, the Brit- 
ish Parliament declared that open trade was the 
foundation of civilization and progress, affirmed 
that God would replace the Chinese evil with 
good, and declared war. The war ended with con- 
cessions to the British in Hong Kong and Shang- 
hai and the general opening of China to British 
trade, including opium. After China lost the First 
Opium War (1839-1842), the United States, Brit- 
ain, and France won concessions and trading 
privileges in five ports under the 1844 Treaty of 
Wangxia. Merchants, missionaries, and diplomats 
set the pattern for the Open Door Policy in the 
aftermath of the Boxer Rebellion, which gave the 
powers unfettered access to all of China. 

That the war forced an unwanted drug trade 
on the Chinese mattered little compared to its af- 
termath, a continuing loss of Chinese autonomy. 
The revived imperialism expanded geographi- 
cally as Europeans began racing to take their own 
parts of Asia between 1850 and 1880. The Dutch 
expanded in Indonesia, the French in Indochina, 
and the United States and Britain in Japan. 

But that route to the great China market was a 
long-term project. In the middle of the pursuit was 


Japan, which was closed off to the West. Japan came 
under pressure to open its doors when Commo- 
dore Matthew C. Perry intruded in 1854, in pur- 
suit of the American desire to link Asia with the 
western United States in trade. For the moment, 
the opening of Asia remained a casual impulse, 
diverted by the U.S. Civil War and Reconstruction. 
Then postwar industrialization demanded new 
sources of raw materials and new outlets for Ameri- 
can agricultural and manufactured products 
(maybe broader markets would stabilize an 
economy characterized by periodic economic de- 
pressions). This demand coincided with mission- 
ary and military interests: the need to spread 
Anglo-Saxon Protestant civilization through the 
world and the closing of the frontier. Early impe- 
rial ventures included the purchase of Alaska, the 
annexation of the Midway Islands, Samoa (the 
building of a U.S. naval base on Pago Pago in 1878 
and then the formal partition in 1899), and Hawaii 
(annexed 1898). Samoa had the benefit of being 
on the trade route to Australia, and Hawaii was on 
the route to the broad Asian market. Although the 
United States fought two wars to acquire it, the 
Philippines lacked the significance for trade that it 
had enjoyed during the centuries of the Manila- 
Acapulco trade. For the United States, the Philip- 
pines was a stepping-stone to greater Asia. It was 
not even considered a trading partner until the 
Jones Act of 1914, which established free trade for 
the United States. With the Philippines, Hawaii, 
Guam, Wake, and Johnston Atoll, the United States 
had a strong military posture to protect its trade 
routes in the Pacific to China. 


AMERICAS 


Latin America began industrializing late, as it was 
in a position of dependency on Europe. The sym- 
pathetic countries were Britain and the United 
States, both of which advocated free trade at the 
time. Latin America had to cooperate as Britain 
took Spain’s place as its leading partner. Britain 
continued its export of finished goods in return 
for raw materials from Latin America. Ports and 
agricultural interests flourished, but nascent re- 
gional industry languished as the old economy and 
class structure strengthened, maintaining Latin 
America’s backwardness and animus toward 


equality for mestizos, women, and others, and its 
refusal to reform land distribution. 

In Latin America, most of the countries won 
independence early in the nineteenth century, 
and their original leaders were enlightenment fig- 
ures with a dislike of colonial government. The 
colonial legacy also discouraged participatory 
government in favor of class leadership. The co- 
lonial parochialism persisted, with class and re- 
gional divisions and wide disparities in wealth. 

In the late nineteenth century, the economies 
began to grow, as liberal reformers took office and 
established the infrastructure and government 
needed to bring economies up to date. Population 
and demand soared. Foreign capital and merchants 
tied the Latin American economy to that of the 
West, but the growth excluded the peasants. Land- 
owners, still resistant, incorporated new forms of 
peonage, servitude, and tenancy, and women re- 
mained subordinate. The market economy became 
volatile, especially as outside conditions, mostly 
European, affected markets. Open trade allowed 
Germany and the United States to enter the Latin 
economies by offering financing and incentives. 
Eventually key industries became foreign con- 
trolled, which led to foreign influence on govern- 
ments. Foreign business people preferred stability, 
so they allowed or promoted the old elites, main- 
taining the economic and social status quo. 

American interest in Latin America dated from 
1855, when William Walker, the filibusterer, as- 
sembled his own army and invaded Nicaragua, 
declaring himself president. Walker’s term lasted 
two years before he was ousted by hostile Cen- 
tral American states. Similarly, in Panama an isth- 
mian railroad was built in 1855, but the greater 
effort was the building of the canal. American 
interest in the canal zone dated from 1814. After 
Spain opened Cuba to world trade in 1818, it came 
under strong commercial influence from the 
United States due to its proximity—interest that 
led to periodic talk of annexation. In 1848, the 
United States offered $100 million to buy sugar 
and cotton slaves and markets, but Spain refused. 
After Spain lost the war of 1898, the United States 
kept bases in Cuba and controlled internal affairs, 
foreign policy, and the economy until 1934 un- 
der the Platt Amendment. Cuba was a de facto 
protectorate. 
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Elsewhere in the Americas, the Pan-American 
Union of 1889 promoted U.S. trade and cultural 
exchanges with Latin America. At one point, the 
United States owned 80 percent of Mexican rail- 
roads and 70 percent of Mexican oil. 


JAPAN 


Before Commodore Perry’s arrival in 1854, Japa- 
nese society was highly structured, with commer- 
cial elements—merchants and bankers—looked 
down upon. Perry’s ships challenged Japanese 
independence and isolation and its ability to re- 
sist the pressure to Westernize. While China suc- 
cumbed and allowed itself to be divided into 
spheres, Japan learned the potential of Western 
military strength, established a nationalist resis- 
tance, and began borrowing from the West the 
ideas and skills that would make Japan strong, 
rich, and able to resist cultural domination. The 
Japanese acquiesced when resistance was either 
hopeless or self-defeating. They channeled na- 
tionalism from xenophobia to a disciplined and 
organized strength for long-term resistance to 
Western institutions, and they held their basic 
values while incorporating Western ideas and 
technology. 

Japan incorporated Western science and an 
imperialism of its own; loosened the caste struc- 
ture to develop a leadership of merit; began 
strengthening the state, economy, and military; 
imposed national taxes, a national education sys- 
tem, and a state-sponsored industry; reformed 
currency; and established conscription. They did 
away with the samurai and other obsolete ele- 
ments. And while developing industry, infrastruc- 
ture, and exports, Japan managed to avoid 
provoking the Europeans. 


COSTS 


The nineteenth-century expansion of European 
interests into the rest of the world was an expen- 
sive process as the Europeans invested in ports, 
mines, factories, utilities, plantations, and rail- 
roads. They wanted internal improvements good 
enough to handle the trade they envisioned. 
Trade did increase, and the economies of both 
sides developed as a result. The West became 
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much more prosperous than the rest of the world. 
And the European effort, although it might have 
begun peacefully enough, reverted to force when 
faced with obstacles, whether in Africa or in Asia. 


CONCLUSION 


The late nineteenth-century imperialism was the 
final wave of European expansion and the cul- 
mination of the free-trade imperialism that had 
replaced the mercantilist empires in the late eigh- 
teenth century. Between 1870 and 1925, there was 
a general scramble for increased control in Asia 
and new control in Africa. Factors included power 
politics, racism, and Darwinian survival of the fit- 
test. It happened because the imperialists had the 
overpowering industrial and technological ad- 
vantage. During this period, there grew an in- 
creasing disparity in income and population. Also, 
there were the battles such as the one in Omdur- 
man (1898), where the machine gun caused thou- 
sands of deaths for those who did not have it 
compared to dozens for those who did. Those 
who resisted militarily lost, those who accommo- 
dated survived (elites and masses alike), and those 
who incorporated the Western tools prospered. 
Japan learned all too well, becoming imperialist 
in its own right. 

The European claims met with resistance—the 
Afrikaans tried and failed to keep the British out. 
And in Africa the colonial map ignored the preex- 
isting pattern of states, kingdoms, and ethnic 
groups. The European effort undid old empires— 
the Ottoman empire became history, with Euro- 
peans taking parts. And in some cases, as in India, 
the Europeans took the rest of what they had ear- 
lier occupied, and in the process they remade the 
local economy into something to fit the colonial 
power’s interests, not those of the colony. South- 
east Asia was a popular arena, where even the 
United States entered the race. Early in the nine- 
teenth century, the European presence in Africa 
was negligible, restricted to only the coast. The 
imperial impulse and improved tropical medicine 
fueled the race to control the raw materials that 
made Europe’s industrial economies strong. 
Strong industrial output meant that they wanted 
guaranteed markets—and the colonies provided 
just that. 


In the thirty years before the turn of the twen- 
tieth century, Great Britain, France, and Germany 
colonized 8.75 million square miles, home to 105 
million people. The empires were global rather 
than limited, as were those of the first imperial 
era. Technology made this possible: the steamship 
that cut a two-month voyage to two weeks; the 
telegraph that made communication and com- 
merce immeasurably more immediate and effi- 
cient; medicine such as quinine, which allowed 
Europeans to penetrate areas where they would 
have previously succumbed to disease; and, most 
important perhaps, the machine gun, which safe- 
guarded European property and resources. 

The European powers had entered fully into 
the industrial age, and their attention was fixed 
on developing industry and enhancing the growth 
of their economies. The rapid industrialization and 
growth generated shortages of raw materials and 
an oversupply of finished goods that required new 
markets, either at home or abroad—the latter be- 
ing preferred because the new market could also 
become the new supplier of raw materials. Because 
the Europeans had the technological edge, they 
managed to venture deeper into areas where their 
presence had been mostly peripheral, almost de- 
pendent on the indigenous leaders for access. They 
leveraged their initial advantage into an ever-larger 
disparity in power and wealth as they used the 
less industrialized areas of the world to their own 
material advantage. 


John Barnhill 


See also: British Empire; French Empire; German Empires. 
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INCAS 


The Incas ruled one of the largest empires ever 
established by Native Americans in the West- 
ern Hemisphere. 


The Incas called their empire Tahuantinsuyu 
(Land of Four Quarters). It stretched for 2,500 
miles along the western coast of South America, 
from the northern border of present-day Ecua- 
dor to the middle of modern Chile. Half of Bo- 
livia and much of northwest Argentina were also 
within its borders. The empire included the arid 
deserts of the Pacific coast, the fertile highlands 
of the Andes, and dense tropical jungles on the 
eastern slope of the mountains. The Incas were 
the last of several peoples who had dominated 
the same region in succession for thousands of 
years before the coming of the Spanish conquis- 
tadors in the sixteenth century. At the time of the 
conquest, the Incas ruled as many as 10 million 
subjects under a highly organized social, politi- 
cal, and economic system. 

The most ancient people known to have lived 
in the Andes were called the Chavin. They lived 
in the highlands and were expert stonemasons and 
engineers. After the Chavin disappeared, another 
people known as the Moche appeared in the desert 
regions along the Pacific coast. They developed an 
extensive irrigation system that allowed them to 
cultivate the arid land for nearly 500 years. Their 
civilization collapsed sometime between 700 and 
800 c.z. A new people called the Tiwanaku flour- 


The Spanish conquest of Peru, including the burning of Inca leader 
Atahualpa by conquistador Francisco Pizarro, provided vast min- 
eral wealth to Spain, making the Iberian country the wealthiest in 
Europe in the early sixteenth century. Ultimately, the vast influx of 
precious metals produced inflation, undermining the competitive- 
ness of Spanish products. (© North Wind Picture Archives) 


ished high in the central Andes from 600 to 1000. 
They built their capital city along the shores of Lake 
Titicaca. It was filled with temples and palaces 
made of enormous stone blocks that were pieced 
together without the use of any mortar. 


ORIGINS 


According to legend, the first Incas were four 
brothers and four sisters who emerged from caves 
in the Cuzco valley just north of the Tiwanaku 
capital on Lake Titicaca. The eldest brother, Manco 
Capac, became the first king of the Incas. He 
taught his own people and the tribes he con- 
quered how to live in villages and raise crops by 
farming. His eldest sister who was also his wife 
taught the women how to spin thread and weave 


500 INCAS 


beautiful cloth. The next six legendary kings were 
each remembered for performing some great feat 
on behalf of their people. Sinchi Roca, the second 
king, filled in the marshes around the capital city 
of Cuzco and gave the land to his people for farm- 
ing. Llonque Yupanqui, the next king, established 
a class of local officials called the curacas. Subse- 
quent rulers led the Incas beyond the Cuzco val- 
ley and helped them conquer tribes along the 
Pacific coast. They also established a school for 
royal princes and the nobility and coined the term 
“Inca,” meaning leader or ruler. 

The Incas left the realm of legend and entered 
the world of history under the reign of their 
eighth king, who called himself Viracocha after 
the Incan Sun god. Viracocha was a powerful 
military leader who conquered a vast territory of 
more than 150,000 square miles for his people. His 
son Pachacuti fought an important battle against 
a tribe known as the Chanca in 1438 and went on 
to transform the Incan domain into an empire. 
He rebuilt Cuzco into a magnificent capital with 
over 4,000 buildings in the main city and another 
20,000 in the surrounding area. The most impor- 
tant structure was known as the Coricancha (En- 
closure of God). This walled sanctuary housed 
many temples including the Temple of the Sun, 
which was covered in gold and precious gems. A 
huge stone fortress called the Sacsahuaman 
guarded the entrance to the capital city of Cuzco. 

Pachacuti’s son, Topa Inca, was the tenth Incan 
king. He ruled the empire at the height of its 
power from 1471 to 1493. He oversaw an admin- 
istrative system that tied every person from the 
lowest commoner to the highest member of the 
royal family to the state. His son, Huayna Capac, 
reigned from 1493 to 1525 and pushed the em- 
pire north into Equador, where he established a 
second capital at a place called Tumibamba. 
Shortly before his death, he divided the Incan 
empire between two of his sons. Huascar was to 
rule the southern half of the empire from the capi- 
tal of Cuzco, while Atahuallpa was to rule the 
northern half from the city of Quito. 


CLASS SYSTEM 


Every Incan ruler stood at the top of a rigid class 
system. He was given the official title of “Sapa” 


or “Unique” Inca. He made all laws for the em- 
pire, and he controlled the army. The emperor 
was more than just a powerful earthly ruler; he 
was also considered to be a descendant of the Sun 
god. Despite the power and glory granted to him, 
the emperor was expected to travel through his 
realm every few years to discover any problems 
the common people might be experiencing. When 
an emperor died, his oldest son did not automati- 
cally inherit the kingdom. Instead, the nobility 
voted for the next emperor from among the most 
worthy sons of the last emperor. Since inheritance 
laws considered the empire to remain in the pos- 
session of the dead emperor, the new ruler was 
required to conquer more territory for his own 
support. He was also expected to take his eldest 
sister as his wife and empress of the realm. 

The nobility was the class immediately below 
the emperor and his family. They were known as 
the orejones and were themselves divided into two 
groups. The first group was called the “Nobles of 
the Royal Blood” and could trace their ancestors 
back to the legendary early kings of the Incas. 
Members of the second group were known as “Inca 
by Privilege.” They were descendants of conquered 
peoples who accepted Incan rule and later served 
as curacas. While the latter group could pass their 
noble titles down to their children, they were al- 
ways considered lower in the social hierarchy than 
the Nobles of the Royal Blood. The sons of both 
groups attended the royal academy called the 
Yachahuasi, where they were trained to serve in 
the government, the priesthood, and the military. 

Artisans stood below the nobility in the Incan 
hierarchy. They created religious objects along 
with luxury items of gold and silver for the em- 
peror and the nobility. They were exempt from 
all taxation and relied on the commoners to sup- 
port them. The common people were the largest 
group in the Incan society. They were farmers 
who grew food and raised livestock for them- 
selves and all other classes. In the dry coastal re- 
gions, they built canals and ditches that irrigated 
large fields of corn, squash, peppers, beans, pea- 
nuts, tomatoes, cotton, avocados, and sweet po- 
tatoes. In the highlands of the Andes, they built 
terraces into the hills to increase the amount of 
arable land and prevent the runoff of soil down 
the mountains. Their main crops were the white 


potato and quinoa, a cereal grain. They raised al- 
pacas and llamas primarily for their wool. 

Incan society was also divided into clans called 
ayllus. Every clan had a specific function to per- 
form in the empire. The people were further sub- 
divided into groups of ten each. Each group of ten 
had its own leader, who reported in a chain of com- 
mand all the way up to a provincial governor 
known as the tocricoc apu. Each governor was re- 
sponsible for 40,000 people below him and in turn 
reported to one of the four apus who administered 
the four main regions of the Incan empire. The four 
apus reported directly to the Incan emperor him- 
self. The emperor and his many imperial officials 
oversaw the daily administration of the realm and 
frequently put people to work in a compulsory 
labor service known as the mita. The commoners 
were required to serve in the army, build palaces, 
temples, and other fortifications, and maintain the 
Capac Nan, the great system of stone highways that 
connected every part of the Incan empire. They 
also built the storehouses set up every few miles 
along the roads to support the army as it moved 
through the empire. Runners could travel up to 
150 miles each day carrying messages back and 
forth between Cuzco and the provinces. 

The well-organized Incan empire collapsed 
soon after the arrival of the Spanish conquista- 
dors under Francisco Pizarro in 1532. Atahuallpa, 
the last Incan king, had recently defeated his 
brother Huascar in a civil war, but had not taken 
complete control of the empire. The Spanish took 
Atahuallpa prisoner and refused to release him 
even after the Incas paid a ransom in gold and 
silver that filled one of the rooms in the royal pal- 
ace to the height of a man. Atahuallpa was tried 
and executed. Helped by smallpox and the 
measles, and aided by their guns and horses, the 
Spanish completely conquered the Incas by 1569. 
They taxed the Incas heavily and put many to 
work digging in the silver mines. Despite the 
hardships, millions of descendants of the Incas 
and their conquered subjects still live in Peru, 


Ecuador, and Bolivia. 
Mary Stockwell 


See also: South America. 
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INDENTURED SERVANTS 


A system of labor that developed from tradi- 
tional European agricultural husbandry, which 
crossed the Atlantic Ocean into the Americas 
as Europeans exchanged a set amount of ser- 
vice for passage and new opportunities. 


As Europeans crossed the Atlantic to settle in the 
Americas, they were continually impressed by the 
abundance of land and its productive capabili- 
ties. This abundance of land, coupled with the 
need for labor to make it productive, played an 
important role in the colonial history of the Ameri- 
cas. In the early seventeenth century, in both the 
West Indies and British North America, the early 
European settlers there possessed a cash crop; in 
the West Indies, it was sugarcane, and in Virginia, 
it was tobacco. Both crops were labor intensive. 
The problem that plagued the settlers was not the 
lack of land or a way to profit but the lack of labor 
needed to produce a profit from the situation. 

Early on, plantation owners attempted to use 
the local natives as a source of labor but, because 
of their knowledge of the local environment, their 
connections, and the introduction of European 
diseases that decimated them, the Europeans 
soon discovered the futility of Mesoamerican and 
American Indian slavery. The next possible solu- 
tion involved bringing European agricultural la- 
borers to the Americas to work. The problem was 
that while many Europeans were willing to travel 
to the Americas and start their life anew, they 
lacked the money needed for a transatlantic jour- 
ney. The indentured servant system provided the 
solution to this problem. In Europe, changes in 
agriculture, including the process of enclosing the 
land and the introduction of New World crops, 
made European agriculture more efficient and 
productive. This meant that fewer people were 
needed to toil on the land, and therefore, increas- 
ingly larger numbers of people were forced to find 
new ways to survive. 

Concurrently, the increase in agricultural pro- 
duction caused a demographic revolution in Eu- 
rope, increasing the number of people looking for 
work. The traditional European contractual system 
of husbandry and apprenticeship, which allowed 
individuals, or families, to trade their labor for skills 
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In the earlier years of American colonization, many Africans were 
imported not as slaves but as indentured servants, including this 
woman pouring a beverage for her pipe-smoking mistress. Other 
indentured servants produced many of the major export crops of 
the American colonies. (Library of Congress) 


and the means of subsistence, no longer served its 
purpose, and declined in Europe. The indentured 
servant system transferred this system of contrac- 
tual labor across the Atlantic, where it changed in 
its new American environment and provided this 
surplus population with a new option. 


ECONOMIC EXCHANGE 


The indentured servant system was a contractual 
system of not only labor but also economic ex- 
change. The process began in the Americas, in 
regions such as Virginia and the West Indies, but 
the system extended through many colonies as 
all required sufficient numbers of laborers to de- 
velop and prosper. In Europe, agents were hired 
to announce the demand for labor and the op- 
portunities the Americas presented. Interested 
individuals either contacted the agent, a mer- 
chant, or a captain, where they agreed on an ini- 
tial contract. If contracted to an agent or merchant, 
the owner of the contract usually sold the con- 


tract to the captain of a vessel heading to the 
Americas who, once in the Americas, would sell 
the contract to the landowner. The passage across 
the Atlantic was unpleasant for the servants, as 
the captain understood that the cheaper he could 
carry them across the Atlantic, the more money 
he made when he sold the contracts. The land- 
owner and the servant then negotiated the de- 
tails of the contract—this usually included the 
number of years of service, if any skills would be 
taught or education provided, the means of sub- 
sistence, the behavior of the servant, and if any 
freedom dues would be given on the expiration 
of the contract. 

While different from slavery, indentured ser- 
vitude was similar in that the experience of the 
indentured servant depended on not only the 
stipulation of the contract, but more importantly 
on the nature of their master. Not all indentured 
servants had the same experience. In Virginia 
during the tobacco boom of the 1620s, indentured 
servants were akin to machines and experienced 
a harsh life where any minor infraction could in- 
crease the length of their service. Many of the in- 
dentured servants who arrived in the first half of 
the seventeenth century did not survive their 
first-year seasoning period, as the new climate, 
disease, the lack of food, and endless toil de- 
creased their ability to survive. In most areas 
where indentured servitude took hold in the early 
1600s, again in Virginia and the West Indies, 
changes to the system occurred when the planta- 
tion owners gradually started to move to African 
slavery as the preferred system of forced labor. 

While early indentured servants were pre- 
dominately used as agricultural laborers, over 
time, especially as the colonies expanded in the 
eighteenth century, indentured servants pro- 
vided a variety of skilled and unskilled labor. In- 
dentured servants continued to be used as 
agricultural laborers, but as the plantation owner 
switched to using African slaves, farmers who 
produced staple crops, such as in Pennsylvania, 
continued to use indentured servants. Servants 
existed throughout the colonies, and their use 
began to expand in urban areas. Here, servants 
were used because of the dearth of free-wage 
laborers and they worked in a variety of skilled 
and unskilled jobs. Many became apprentices 


and learned a trade, while others became por- 
ters or sailors; therefore, great differences as well 
as similarities existed between seventeenth- and 
eighteenth-century indentured servitude. The 
eighteenth century saw the rise of the redemp- 
tion system, mainly used in the migration of Ger- 
mans to the Americas, where individuals or 
families entered into contracts. Most 
redemptioners could pay off their contract at any 
point, and many received wages. This system of 
contractual labor not only provided the workers 
who expanded the American economy, but it also 
helped create the process of the European settle- 
ment of the Americas. 


Ty M. Reese 


See also: Columbian Exchange; Labor; Slavery; Sugar; To- 
bacco. 
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INDIAN OCEAN TRADE 


This network spans from the east coast of Af- 
rica, through the Middle East, to western and 
eastern India, and then on through Burma 
(Myanmar) to the different islands of South- 
east Asia. 


Indian Ocean trade is a vast network that has 
witnessed thriving trade since ancient times. In 
early times, coastal trade occurred between dif- 
ferent regions. For example, the people of the 
Indus Valley had good trade relations with the 
Sumerian and Mesopotamian civilizations. This 
trade network was equally important to Europe 
even before the Suez Canal came into existence. 
Usually, the goods from the East would be car- 
ried by way of the Arab merchants either through 
the Red Sea route overland to the Nile or through 
the Persian Gulf by way of Syria and the Black 
Sea. The European ships that came directly to this 
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region traveled via the Cape of Good Hope in the 
southern tip of Africa. 


SURVEY OF KEY PORTS 


The east coast ports of Africa were in the Benadir 
Coast, Mrima Coast, Mozambique, and Madagas- 
car. The Benadir Coast is a desert area with trade 
centers like Mogadishu and Brava. The coral is- 
lands of the Lamu archipelago form the north- 
ernmost border of the Mrima Coast. Mombasa, 
Malindi, Pemba, and Zanzibar are located on these 
islands. The Mrima Coast produced food items: 
Pemba exported fruit, yams, and rice to Socotra, 
Mogadishu, and Yemen. Sofala, in southern 
Mozambique, was a center of gold trade with 
Torwa. Most of Mozambique’s trade was directed 
toward India. Along the Eritrean shore in Ethio- 
pia, the island of Massawa was the center of grain, 
salt, ivory, slaves, cloth, and firearm trade. 

Some of the most important trading centers 
were located from the Red Sea region to the Per- 
sian Gulf: Mocha, Aden, Socotra, the Yemen coast, 
Muscat, Bandar Abbas, and Hormuz. Coffee trade 
was important for Mocha. Jidda was the port of 
Mecca, with which there was a regular trade with 
India. The westernmost port of the Persian Gulf 
was Basra on the mouth of Tigris River. Trade be- 
tween the Levant and the Orient was conducted 
by way of Basra and Hormuz. Baniya merchants 
conducted the trade between Bahrain and India. 
Bahrain was also an entrepét center during the 
ancient times. Aden was another important cen- 
ter that developed as a place from which to con- 
trol entry into the Red Sea. In earlier times, horses 
were a significant export from the Arabian region. 
Muscat was a flourishing trade center and con- 
trolled the trade between the gulf and Makran 
Coast. On the eastern end of the Makran Coast, 
Barbaricum and later, Lahri-Bandar, was located 
at the mouth of Indus River. These served as the 
ports for the hinterland. 

On the western coast of India were the cen- 
ters in Gujarat, Konkan, and the Malabar Coast. 
Gujarat had the Gulfs of Kachchh and Khambayat 
(Khambhat) sharing within them the Kathiawar 
peninsula. The main centers of trade in Gujarat 
were Cambay, Bharuch (Broach), Surat, Diu, and 
many minor ports like Jamnagar, Porbandar, 
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Namanah, and Goga. In medieval times these 
areas were either under the control of local rulers 
or the Mughals. Textile, indigo, and grain were 
the main items of trade. To the south of Gujarat 
were the seaports of Daman, Bassein Salsette, and 
Chaul. On the Konkan Coast were also the ports 
of Janjira, Dabhul, Vengurla, and Goa among oth- 
ers. Dabhul was the main outlet for the Bijapuris 
in the seventeenth century. The established trad- 
ing centers of Karwar, Cannanore, Mahé, Calicut, 
and Cochin were located on on the Malabar Coast. 
The Malabar Coast of Kerala was a frequented 
region since ancient times, when there were settle- 
ments of Europeans and Arab merchants. The 
main attraction of the Malabar Coast was spices, 
particularly the pepper trade. 

Ceylon on the east coast of India—the Coro- 
mandel Coast, on the Bay of Bengal—had impor- 
tant trade centers like Masulipatnam, Pulicat, San 
Thome, Pondicherry, Cuddalore, Porto Novo, 
and Nagapatam. To its northeast was the Bengal 
coast, where the ancient port of Tamralipti 
(Tamluk) was located. Later on, important cen- 
ters emerged like Chittagong and Satgaon. The 
coming of European East Indies trading compa- 
nies led to new centers being created such as 
Hugli and Bandel. Important trade centers of 
later times, such as Calcutta, emerged because of 
the settlement of Europeans. This was also true 
of places like Bombay on the west coast or Ma- 
dras on the Coromandel Coast. 

In the Southeast Asian region, trading cen- 
ters were situated on the coast of Burma, and 
thereon to the ports in Melaka (Malacca), Sumatra, 
Java, Aceh, and Siam. In ancient times, the South- 
east Asian region had thriving trade relations with 
southern and eastern India and also with China. 
Trade in this region was also influenced by cul- 
ture and there was active adoption of Indian cul- 
ture as evidenced by the presence of Hinduism 
in this region. Southeast Asia became important 
in the trade network because it was a major pro- 
ducer of spices, which were the main attraction 
for traders. The Dutch had become the major 
player in this region after the Amboyna incident 
of 1623, when the Dutch seized an English fac- 
tory and executed its occupants. Thereafter, the 
English role in Southeast Asia was marginalized. 

Trading centers were generally under the con- 
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trol of powerful regimes, such as the the Otto- 
mans, Safavids, and Mughals during medieval 
and early modern times. Most of these centers 
specialized in specific products that were indig- 
enous to the area, though they would also func- 
tion as entrepdts. Often, there were settlements 
of foreign traders from different kingdoms and 
regions in trade centers, and frequently the ma- 
jor group of traders in a particular place were not 
native to that area. This was particularly true of 
Arabs or the Baniyas, who were quite influential 
in different centers that they did not come from 
originally. There were Arab settlements in places 
like Calicut and Surat, while there were Baniya 
settlements in places like Basra. Other trading 
communities that dotted the various trade cen- 
ters of this region included Jews, Armenians, 
Genoese, Tamil Chettiars, and Javanese. Most of 
the trade centers were well connected with the 
hinterland through navigation channels. 

An important factor in the Arabian Sea region 
was the presence of monsoons, which were sea- 
sonal winds that brought rains to the different 
regions and that propelled the ships on the seas. 
The benefit of monsoons had been discovered 
early and was used as a facilitator of direct trade 
between the trading centers without needing to 
go through the coastal route. 


ARRIVAL OF THE EUROPEANS 


The Indian Ocean trade network developed into 
a rivalry with the entry of European trading com- 
panies, which aimed to monopolize the trade ex- 
clusively. Before the Europeans arrived, the Arabs 
were dominant. Among the Europeans, it was the 
Portuguese who first entered in the region. How- 
ever, they aimed more at political control over the 
sea rather than trade. Among the others, the 
Dutch were largely involved in the cotton trade 
from the east coast of India and the spice trade 
from the islands of Southeast Asia. Among the 
many items of trade were salt, sugar, grain, spices, 
horses, silk, jewelry, slaves, calico, dates, build- 
ing material, timber, glass, aromatics, and coffee. 

The Indian Ocean trade network was con- 
nected to other parts of the world like Europe, 
America, China, and the Far East. Consequently, 
the market forces generated in these other regions 
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also influenced the trade network of the Indian 
Ocean. A consequence of having access to other 
world markets was that new products like pota- 
toes, corn, and pineapples were introduced to the 
region. 

An important factor affecting the trade was 
the development of ships that were sturdy and 
capable of making long journeys. By the end of 
fifteenth century, ships could carry loads of up 
to 350 to 400 tons. Because timber for ships could 
not be found in Arabia or Persia, most of the ships 
were built in Gujarat or the Malabar region. The 
industry gradually adopted Western methods of 
building ships. However, technologically the 
Indo-Arab boom and the Chinese junk were on 
a par with European ships. European ships 
would attain superiority only by the mid-nine- 
teenth century when they started to use the 
steam engine. 

The Indian Ocean trade network, which had 
its origin in ancient times, became fully developed 
by the nineteenth century. The two most impor- 
tant influences on this trade network were the 
entry of monopolistic European trading compa- 
nies, which arrived by way of the Cape of Good 
Hope, and the building of the Suez Canal, which 
provided a much shorter route between Europe 
and the Indian Ocean region. 


Anup Mukherjee 
See also: European Trade, Intracontinental; Mughal Empire. 
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INDIGO 


A natural plant that yields a highly prized blue 
dye that has been used for thousands of years. 


The indigo plant of the Indigofera genus has over 
300 varieties, but the two most often used for the 


production of indigo dye are the I. tinctoria (found 
in India and Asia) and the I. suffructiosa (found in 
Central and South America). The dye is extracted 
from the leaves of the plants through a fermenta- 
tion process. 

The first known use of indigo was to dye the 
fabric in which the mummies of the XVIII dynasty 
of Egypt were wrapped. Although the ancient 
Greeks knew of indigo and the Greek historian 
Herodotus mentions it around 450 B.c.£., the use 
of indigo remained limited until the Middle Ages. 
During the Crusades, Arab traders exported the 
dye to Egypt, Cyprus, and Asia Minor. Europe- 
ans resisted the importation of the dye since re- 
gions in Germany, England, and France were 
producing an inferior blue dye and the introduc- 
tion of indigo would have resulted in the destruc- 
tion of this agricultural industry. By the 
seventeenth century, the Dutch and British East 
India Companies began importing the dye and 
the demand for it exceeded the available supply. 
Indigo was usually used for textiles worn by roy- 
alty or for religious purposes. The British colony 
of South Carolina provided an additional source 
of indigo for Great Britain. The dye was sold to 
textile dyers throughout Europe. The Spanish 
cultivated the indigo plant in Central and South 
America beginning in the mid-1500s. The French 
indigo from Saint Domingo was of the highest 
quality available during the seventeenth and 
eighteenth centuries. 

The use of indigo continued during the nine- 
teenth century, but the dye remained relatively 
expensive. The wealthiest enjoyed indigo-dyed 
textiles with their subtle variations of shades that 
appeared more brilliant with age, but the aver- 
age person could not afford such a luxury. Then, 
in 1880, Adolph von Bayer, a German, developed 
a synthetic indigo dye. During the last two de- 
cades of the nineteenth century, a period com- 
monly referred to as the second Industrial 
Revolution, manufacturers began using chemical 
processes to create, improve, or substitute prod- 
ucts. The chemical process required the transfor- 
mation of naphthalene into phthalic acid and 
from that to phthalimide, anthranilic acid, phenyl- 
glycine carboxylic acid, and finally into indigo. 
Although the synthetic indigo is less expensive 
to produce, it lacks some of the qualities of natu- 
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Until the invention of chemical dyes in the late nineteenth century, agricultural crops like indigo—shown here being processed at a factory 
in Bengal, India—were the primary coloring agents for textiles and thus were a valuable export commodity. 


(© The British Museur/HIP-Topham/The Image Works) 


ral indigo, such as its ability to produce subtle 
shading. By the late twentieth century, more than 
17,000 tons of synthetic indigo was produced an- 
nually. Although some natural indigo dyes are still 
available, they are rare and therefore expensive. 


Cynthia Clark Northrup 
See also: British Empire; Mercantilism; Textiles. 
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INDUS RIVER 


The Indus River rises in southwestern Tibet, 
circles around different mountains, runs a 
course of 1,800 miles, and finally drains into 
the Arabian Sea near Karachi (Sindh, Pakistan). 


The main course of the Indus River now runs 
through Pakistan. The lower course is on a wide 
low-lying alluvial plain. It is an area of wheat pro- 
duction. The Indus is the westernmost river within 
the Himalayan river system. In its course, it drains 
glaciers and mountain slopes of important peaks 
like Tirich Mir (25,260 feet), Rakaposhi (25,550 feet), 
Masherbrum (25,660 feet), and Nanga Parbat 
(26,660 feet). Nearly 90 percent of the water in the 
Upper Indus basin comes from remote glaciers. 
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Since ancient times, the Indus River has been a 
cradle of civilization. It was the lifeline of the 
Harappan civilization, more popularly known as the 
Indus Valley civilization. Various estimates put the 
mature phase of this civilization at the end of third 
millennium B.c.£. Its most important metropolis— 
Mohenjo Daro—was situated on this river. For the 
Harappan civilization, the river had various func- 
tions. It was a source of agricultural surplus, which 
sustained the urban civilization. It provided a source 
of ritual performances, and it was the most impor- 
tant channel of interregional trade. The Harappan 
cities were connected with rural agricultural com- 
munities and mining areas through an effective 
trade network. The external trade link extended to 
Central Asia, the Arabian Sea region, and distant 
Mesopotamian cities, such as Susa and Ur. Persian 
Gulf sites like Bahrain and Failaka (near Kuwait) 
functioned as entrepéts. White lustrous seals made 
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of steatite with beautiful carvings and pictographic 
script were used for the purpose of trade. 

The main tributaries of the Indus are the five 
rivers of the Punjab: Jhelum, Chenab, Ravi, Beas, 
and Sutlej. This along with the now underground 
Saraswati River, together known as Sapta Sindhu, 
was the center of the Rig Vedic civilization. The 
Indus was one of the most revered rivers during 
the Rig Vedic period. The river was referred to 
many times in Rig Vedic literature and was con- 
sidered sacred. 

It was from this river that the name “India” 
was derived. When the Persians came in contact 
with the region around fifth century B.c.£., they 
had difficulty pronouncing “S.” Instead, they pro- 
nounced “Sindhu” as “Hindu.” Thus, anyone who 
was on the eastern side of Sindhu was a “Hindu.” 
Later on, the word passed on to the Greeks, for 
whom the river became “Indus.” 


ied 


This fortified late nineteenth-century British railway bridge, spanning the Indus River—and its agriculturally wealthy hinterland—has been a 


source of imperial conflict for ages. (Library of Congress) 


Barbaricum, which was situated in the middle 
mouth of the Indus, was an important seaport and 
market town of ancient India. Its imports included 
fine clothes, linen, precious stones, silver, gold plates, 
and wine, while it exported cotton clothes, silk yarn, 
and indigo. By the end of fifteenth century, Lahri- 
Bandar, situated on the mouth of the Indus, became 
important because of its trade with Persia. 

The river has also been important as a defense 
against invasions from the West. It stopped 
Alexander the Great and brought an end to his 
world conquest. The river later posed a challenge 
to Genghis Khan in 1221 and stopped him from 
invading India. 

Anup Mukherjee 


See also: Alexander the Great; Indian Ocean Trade. 
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INDUSTRIAL REVOLUTION 


A spectacular and sudden transformation that 
occurred in a portion of the manufacturing 
sector of the British economy in the second 
half of the eighteenth century. 


The term “industrial revolution” is used to refer to 
the spread of a process of rapid transformation to 
the entire British manufacturing sector and to other 
countries such as Belgium, France, Germany, and 
the United States during the first half of the nine- 
teenth century. There are additional usages that 
treat “industrial revolutions” as a sequence of cycles 
of economic change, usually paced by significant 
alterations in technology, that originated with the 
British Industrial Revolution of the eighteenth cen- 
tury. Hence, there is the notion of a “second In- 
dustrial Revolution” centering around steam 
power and iron-producing technologies in the sec- 
ond quarter of the nineteenth century, and a “third 
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Industrial Revolution, United Kingdom, 1750 As the first country 
in the world to industrialize, England pioneered a pattern since imi- 
tated by countries around the world—building a transportation net- 
work, utilizing new energy sources, and developing basic industries 
like textiles and metalworking. (Mark Stein Studios) 


Industrial Revolution” in the last third of the nine- 
teenth century sparked by the development of elec- 
trical machines and internal combustion engines. 
Some commentators have applied the term “fourth 
Industrial Revolution” to changes in production 
associated with information and automation tech- 
nologies in the contemporary world. 


INNOVATION 


According to the classic narratives of the British 
Industrial Revolution, its central feature was a set 
of innovations adopted in certain industries (es- 
pecially cotton manufacture and pottery) start- 
ing around the 1760s, with related developments 
in mining, metals production, and engineering. 
(James Watt's invention of a new type of steam 
engine brought all three of the latter together.) 
Improvements in the productivity of the weav- 
ing side of the cotton industry in the second quar- 
ter of the eighteenth century had produced 
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Improvements in weaving (the power loom), dyeing, and printing 
helped make the cotton industry a major sector of the British 
economy by the early nineteenth century and the mainstay of the 
nation’s exports. Here, a weaver tends a machine in a Lancashire 
cotton mill in the 1890s. (Mary Evans Picture Library) 


pressure on the thread-spinning side, which elic- 
ited a series of spinning inventions (the jenny, the 
mule, and the water frame) in the 1760s and 1770s. 

Most of these innovations required that ma- 
chinery be centrally located where sources of 
power were available. Originally, cotton factories 
were located near water so they could be powered 
by water mills. Later, they were powered by stream. 
Together, with subsequent improvements in weav- 
ing (the power loom), dyeing, and printing, these 
innovations made the cotton industry a major sec- 
tor of the British economy by the early nineteenth 
century and the mainstay of the nation’s exports. 
Innovations in every aspect of the pottery indus- 
try of Staffordshire, such as new techniques for pro- 


ducing porcelain and other ceramics on a large 
scale, new systems of worker discipline, and novel 
marketing approaches, led to a revolution in that 
sector as well, customarily associated with the 
name of Josiah Wedgwood. Other industries fol- 
lowed suit, and by the early nineteenth century 
not only had the manufacturing sector become the 
most dynamic part of the British economy, but also 
the landscape of the north and midlands of En- 
gland was being transformed by the growth of in- 
dustrial cities. A massive process of social and 
political change had begun, a process that lay at 
the heart of the phenomenon of modernization. 

The classic description of the Industrial Revo- 
lution is highly insular, focusing on events (mostly 
innovations and their consequences) within Brit- 
ain. Most of the traditional interpretations of the 
causes of the Industrial Revolution are similarly 
centered around factors present within the Brit- 
ish economy and society in the early and middle 
years of the eighteenth century: a supposed abun- 
dance of labor in industrial areas created by ear- 
lier innovations in agricultural production that 
had reduced demand for workers; a stable politi- 
cal and fiscal system that provided scope and 
encouragement for technical innovation; and the 
availability of capital. 

Typically, trade fits into the traditional inter- 
pretations in two ways. First, there is the thesis 
that the expansion of British trade in the late sev- 
enteenth and eighteenth centuries contributed 
heavily to the domestic pool of investable capital 
and to the erection of the organizational infra- 
structure within which some of that capital could 
be efficiently directed into the sectors central to 
the Industrial Revolution. The most famous of all 
interpretations linking trade to eighteenth-cen- 
tury British industrialization, the argument of Eric 
Williams that the Atlantic slave trade and the sys- 
tem of sugar production based on West Indian 
plantations that it supported provided the capi- 
tal for the Industrial Revolution, belongs to this 
category. The second type of argument, not nec- 
essarily inconsistent with the first, focuses on de- 
mand: the expansion of British trade created 
markets for British goods abroad and income for 
British consumers at home, which in turn led toa 
large and sustained demand for British manufac- 
tured products. 


Although almost no contemporary historian of 
industrialization claims that these two approaches 
are completely without merit, several difficulties 
have prevented them from becoming explanations 
for the central causes of the Industrial Revolution. 
In the case of the first approach, it has become clear 
that most of the capital for the early Industrial 
Revolution was generated locally in the areas in 
which the important innovations took place. In the 
second, research has shown that the largest share 
of the demand for the products of the early Indus- 
trial Revolution arose in Great Britain itself, not 
abroad, and that most of that demand came from 
people not closely connected with trade. If the In- 
dustrial Revolution is regarded from a classic or 
traditional perspective, trade can be seen to play a 
role in its origins, but not a decisive one. 

It is, however, possible to look at the Indus- 
trial Revolution in ways more consistent with 
contemporary interest in the process of global- 
ization. From these standpoints, trade performs 
a more central historical function. Important as 
the events that occurred in Britain in the second 
half of the eighteenth century were for revolu- 
tionizing manufacturing, it is important to real- 
ize that they were embedded in a network of 
events and developments that extended consid- 
erably further back in time and covered a sub- 
stantial part of the world outside of Britain. Much 
of this network can be described as the construc- 
tion of the global economy, or at least of its im- 
mediate preindustrial ancestor. The innovations 
that took place, for example, in the British cotton 
and pottery industries make little sense in any 
respect and would almost not have occurred out- 
side the context of the global economy, that is, 
without the existence of the system of interconti- 
nental seaborne trade relations that had devel- 
oped since the latter part of the fifteenth century 
and without the concomitant systems of finance, 
manufacturing, marketing, consumption, and, to 
some extent, political authority that had grown 
up around it. 


COTTON AND PORCELAIN 
INDUSTRIES 


Both cotton textiles and the kind of pottery (por- 
celain or china) around which most of the initial 


INDUSTRIAL REVOLUTION 511 


technological development in the latter industry 
was centered were relatively recent additions to 
European society, brought into prominence, and 
made available on a substantial scale in the sev- 
enteenth century by the newly expanded trade 
between Europe and Asia. Cotton and cottons 
were not unknown in the Mediterranean during 
the Middle Ages, but it was only in the second 
half of the seventeenth century that a sudden 
fashion for using brightly colored, printed cotton 
textiles from India (“calicoes”) swept European 
society, eventually at almost all status levels. The 
“calico craze” was made possible by the capacity 
of the East India companies to respond rapidly to 
heightened demand. This response was in turn 
enabled by the existence of a large and efficient, 
if labor-intensive, cotton manufacturing industry 
in India not under direct European control and 
by a local system of commercial finance in India 
with which the European companies could make 
satisfactory arrangements for short-term credit. 

Although calicoes lost their faddish character 
in Europe by the end of the seventeenth century, 
the habit of wearing them and other cotton fabrics 
and of using white cottons as substitutes for linen 
for shirts, underclothes, napkins, tablecloths, and 
so forth expanded greatly, causing protests among 
producers of other textiles in England and France. 
In Britain, Parliament was persuaded in 1700 and 
1720 to pass laws severely limiting the importa- 
tion and use of Indian cottons. The demand for 
cottons was so large that this legislation did not 
put an end to the business, but it did drive much 
of it into the illegal economy of smuggling and 
clearly left opportunities for domestic producers 
to try to build a domestic, and thus (mostly) legal, 
cotton manufacturing industry. 

The innovations in the weaving side of the 
industry and then the crucial innovations in spin- 
ning that constituted the core of the “revolution” 
in cotton production occurred in part as a re- 
sponse to those opportunities. English cotton 
manufacturers discovered that they could not 
produce cotton cloth of sufficiently high quality 
to match Indian cottons with the techniques and 
the skill levels of the existing English textile in- 
dustry, and so they were forced to turn to tech- 
nological innovation to find a solution to their 
problem. Thus, world trade was vitally important 
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to the Industrial Revolution in cotton: it brought 
to Europe the product itself (cotton textiles) un- 
der circumstances in which its use became first 
fashionable and then a permanent fixture in Eu- 
ropean life. Not just the existence of trade with 
Asia, but also the fact that the trade was conducted 
by organizations such as the East India compa- 
nies, which could effectively switch capital and 
effort into procuring large quantities of popular 
textiles, were essential factors in the context in 
which the cotton revolution occurred. 

Like cotton, porcelain was a product imported 
in small quantities into Europe from China be- 
fore the middle of the seventeenth century. Its 
use became fashionable, first in elite circles and 
then more widely, in the second half of that cen- 
tury. This created a demand that was partly filled 
by the East India companies, which persuaded 
the Chinese government to allow them to trade 
directly with China (mainly to procure tea), and 
partly by the Chinese porcelain industry, which 
was able to respond flexibly to new and chang- 
ing demand patterns emanating from Europe. 
The demand was so large, however, that it stimu- 
lated successful efforts in Europe in the late sev- 
enteenth and early eighteenth centuries to 
develop reasonable European imitations of Chi- 
nese porcelain. 

One of the central features of the revolution 
in the English pottery in the mid-eighteenth cen- 
tury was the creation of new forms of porcelain, 
which could be produced in an array of styles, in 
a range of prices, in sufficient quantities, and in 
appropriate levels of quality to satisfy a large 
market that had originally appeared in response 
to a product supplied by world trade. Again, with- 
out the prior operation of the kind of trading sys- 
tem that had been constructed between Europe 
and Asia, the context for the revolution in the 
pottery industry would not have existed. 


GLOBAL ECONOMY 


It is also useful to look at the immediate conse- 
quences of the Industrial Revolution in terms of 
the structure and dynamics of the global economy. 
Before the Industrial Revolution, European 
manufacturing industries had played at best a sec- 
ondary role in world trade. By the middle of the 


eighteenth century, European-manufactured 
goods had found significant and growing mar- 
kets only in those overseas areas that were inhab- 
ited by large numbers of people of European 
descent, especially in the British colonies of North 
America. The big manufacturing centers in the 
global economy were India and China. European 
ships all over the world brought Indian textiles 
and a range of products from China. The former 
were vital, for example, in the West African slave 
trade, in which they were exchanged for the labor 
needed to operate the Caribbean sugar planta- 
tions. With the development during the Indus- 
trial Revolution of a substantial European capacity 
to manufacture on a large scale many of the high- 
and medium-quality consumer goods that had 
previously been imported only in Asia, Europe’s 
role in global trade changed markedly. The ex- 
panding industries based on new technologies 
became the center of world manufacturing, just 
as European banks and trading companies had 
already become the centers of global finance and 
commerce. European producers acquired the abil- 
ity to develop markets for their products in areas 
of the world that had been penetrable in the past 
only through the use of American silver or Asian 
commodities. 

In most regions, others emanating froma rap- 
idly changing Europe accompanied these alter- 
ations. In West Africa, for example, Britain’s 
abolition of the slave trade in 1807, which was 
followed by similar actions by other countries, 
joined with the beginnings of British industrial- 
ization and a relative decline of the importance 
of sugar in the world economy to effect a basic 
change in the basis of commerce in the region. 
West Africa lost its status as a vital segment of the 
Atlantic portion of the world economy by being a 
source of slave labor and became just another, 
fairly marginal place to sell Manchester cotton or 
Birmingham metal products. To develop such 
trade, it was necessary to find West African com- 
modities saleable in Europe to exchange for Eu- 
ropean goods. The main West African export 
product in the nineteenth century was palm oil, 
used in Europe as a lubricant for machinery and 
as an ingredient in soap. It was also necessary to 
expand the market for European-manufactured 
goods beyond the African elites and the coastal 


peoples who had been the main African partners 
in the slave trade. 

This motivated European economic interest 
groups to support missionary outreach beyond 
elite groups and to press for action to undermine 
or replace African states that still traded in slaves 
and that dominated trade with interior areas. Well 
before the period of the full-scale colonial parti- 
tion of Africa in the last quarter of the nineteenth 
century, shifts in trade patterns in West Africa, 
most of them connected one way or another with 
the Industrial Revolution, had altered the region’s 
economies and societies, linking them more com- 
prehensively to Europe than had been the case 
during the height of the slave trade, even though 
West Africa had become a much more marginal 
segment of the global economy as a whole in 
terms of its importance. 

In other places, the restructuring of world 
trade as a result of the Industrial Revolution was 
even more spectacular. Before the American Revo- 
lution, the largest export of the British North 
American colonies had been foodstuffs to the 
plantation economies of the West Indies. This 
trade declined to quite small proportions after the 
1780s. From the early nineteenth century onward, 
by far the largest export of the United States was 
cotton—a raw material for the new cotton mills 
of Britain and, later in the century, France and 
Germany as well. The growing U.S. economy also 
became an immense market for European-manu- 
factured products in the nineteenth century. 

There was, of course, an American Industrial 
Revolution, commencing with the establishment 
of a British-style cotton industry in New England 
in the early decades of the nineteenth century and 
accelerating just before the time of the Civil War. 
That such a revolution was possible in the United 
States, flooded as it was with European goods, was 
in no small part because of the ability of the Ameri- 
can federal government to set up a system of tar- 
iffs that allowed American manufactured products 
to find a market in their own country. Even so, 
American industrial exports were negligible. The 
main exports of the United States continued to be 
cotton and other agricultural commodities well into 
the twentieth century. Many other countries were 
not so fortunate. 

Dynamic economies in the new South Ameri- 
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can republics were, throughout much of the nine- 
teenth century, highly dependent on British and 
other European imports and were not able to 
emulate the United States in developing major 
industrial sectors of their own. In some cases, such 
as Argentina, economic dependence occurred 
because of direct European intervention to pre- 
vent the establishment of high tariffs, but more 
often because of factors such as limitations in the 
size of domestic markets, the existence of elite 
groups interested in maintaining free trade, and 
political instability. 

The Industrial Revolution also profoundly 
altered previous patterns of trade in Asia. India, 
the center of the world’s cotton textile produc- 
tion in the eighteenth century, experienced a di- 
sastrous decline in its manufactured exports in 
the first half of the nineteenth century because of 
its inability to compete with European cottons. 
This situation was exacerbated by the fact that 
much, and eventually almost all, of India was 
under British-controlled governments that did 
not permit the Indian cotton industry to adopt 
the new technologies until late in the century, and 
then only under conditions that limited it to the 
domestic Indian market. The place of cottons in 
Indian exports was taken by raw cotton, opium, 
and eventually tea. Many parts of India in which 
cotton production had been heavy in the eigh- 
teenth century effectively “deindustrialized” in 
the nineteenth century. 

In the case of China, the traditional textile and 
porcelain industries experienced substantial com- 
petition from European producers, but even more 
important was the flood of European-manufac- 
tured goods that entered China after Britain, in 
the Opium War of 1839-1842, forced the Chinese 
government to reduce its restrictions on trade and 
on the presence of Europeans in the country. 
China did, in fact, develop a modern industrial 
sector in the course of the nineteenth century and 
reappeared by the early twentieth century as an 
important exporter of textiles. But the new Chi- 
nese industries were dependent on European 
investment and tended to fall under a high level 
of European control, which had not been the case 
earlier. 

Japan, which had deliberately isolated itself 
from a high level of contact with the rest of the 
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world between the seventeenth and the middle 
of the nineteenth centuries, was abruptly forced 
by pressure, first from the United States and then 
from other countries, to enter the global economy 
in the 1850s. The story of how the Japanese 
responded to these circumstances by rapidly de- 
veloping a modern industrial economy and be- 
coming a world-class industrial exporter is one of 
the most remarkable in the history of the mod- 
ern world. As France, Belgium, and the German 
states had done in the first half of the nineteenth 
century, Japan imported the technology and tech- 
niques of modern industrial production from the 
current industrial centers in the latter part of the 
century. Unlike the Europeans during the initial 
period of industrialization, however, the Japanese 
had felt obliged to import a large part of the cul- 
tural and political apparatus of the countries from 
which the techniques came and to graft them onto 
more traditional Japanese elements. Many, but not 
all, of these techniques were relatively adaptable 
to the new circumstances of industrial produc- 
tion, but were nevertheless different. The result 
was the creation of an industrial and commercial 
powerhouse of the twentieth century. 


Woodruff D. Smith 


See also: Cotton; Discovery and Exploration; Empire Build- 
ing; Tea. 
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INDUSTRIALISM 


A process of moving from labor-intensive to 
capital-intensive production and a top social 
and economic objective of the most develop- 
ing countries. 


The recognition of the importance of industrial- 
ization dates back to the Industrial Revolution of 
the 1750s. Liberal capitalism was born in west 
European countries in the late eighteenth and 
early nineteenth centuries. The most important 
process of this period was the integration of the 
various regions of the world with the capitalist 
world economic system centralized in western 
Europe. That course of action started in the six- 
teenth century and continued to expand until it 
included peripheral countries. The participation 
of the other regions of the world in this system 
occurred only after the Industrial Revolution in 
the nineteenth century. 

The meaning of integration, at a simple eco- 
nomic level, is to produce for the world market. 
This process has converted self-sufficient countries 
into societies whose future is vastly dependent on 
the world economy. Although there are various 
types of integration, diverse regions of the world 
accepted that process in different ways. From about 
the fifteenth century onward, the European com- 
munities gradually moved from feudalism, to mer- 
cantilism, then through the Industrial Revolution, 
and currently into classical liberalism. 

The Industrial Revolution brought about a big 
change and transformation in daily life, and En- 
gland emerged as the final victor of intra-European 
rivalry. Itis associated with the transformation from 
hand tools and handmade items to manufactured 
and mass-produced goods. The government, the 
arts, literature, music, architecture, and humanity’s 
way of looking at life all changed during this pe- 
riod. Within a fairly short time, societies of peas- 
ants and craftsmen turned into societies of 
machine-tenders and bookkeepers. 

These developments were the origins of the 
first Industrial Revolution. By the 1750s, the In- 
dustrial Revolution had begun. At first, inventions 
were strictly limited to cotton weaving (e.g., the 
power loom and the spinning jenny). These in- 
ventions helped the manufacture of cotton goods 
by speeding up the process. Mass-production had 
begun along with capitalism. Capitalists who had 
their own materials, money, and space, bought 
many machines and stored them in a factory 
where hired people worked the entire day manu- 
facturing goods. The factory system had replaced 
the cottage industry, where workers would buy 


raw materials from a merchant, take it back to their 
cottages, and produce goods at their home. The 
factory system was usually owned and managed 
by one or more people who were relatively close 
to the workers. This cooperative worker-boss re- 
lationship was destroyed by capitalism. 

Mass-production made expensive items, such 
as shoes, less expensive and easily affordable by 
lower-class and less-wealthy people. The quality 
of life improved. In the 1800s, inventions were 
not just limited to the cotton industry. Steam en- 
gines were invented, replacing the horse and car- 
riage and providing a faster transportation 
system. With the steam engine, cities were able 
to exist farther away from rivers and sources of 
water. Other inventions like the telephone, the 
telegraph, and electric lighting followed. 

During the period between the publication of 
Adam Smith’s pioneer work, Wealth of Nations, in 
1776 and 1850, the origin of the second Industrial 
Revolution, several events of tremendous social, 
political, and economic significance, occurred. The 
American and French Revolutions were two im- 
portant upheavals. The rise of industrialism and 
the factory system in England, continental Europe, 
and the United States followed these upheavals. 

The factory system ushered in major trans- 
formations in the social and economic landscape. 
Many contemporary writers feel that the work- 
ing class bore the chief cost of these changes in 
the form of economic dislocation and urban con- 
gestion. Critics of the period arose to question the 
benefits of industrialization and the validity of an 
analytical system that sought to explain the con- 
sequences and momentum of the new industrial 
society. Thus, the nineteenth century was an in- 
tellectual battleground of sorts for literary, meth- 
odological, and, to a lesser extent, analytical 
skirmishes in the social sciences. 


SECOND INDUSTRIAL 
REVOLUTION 


The second Industrial Revolution involved not only 
inventions, but also social and government poli- 
cies and reforms. Art and culture flourished. Elec- 
tricity improved the quality of life by supplying 
people with light and power for machines. Com- 
munications also improved as a result of electricity. 
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The telephone and telegraph became the first com- 
munication devices available for public use. With 
the development of technology, radio waves were 
discovered. Advances in science were also made. 
The discovery of radioactivity (by Marie Curie), the 
breakdown of chemical compounds (during the 
1800s, over 70,000 chemical compounds were bro- 
ken down), and the discovery of the nuclear bomb 
also occurred during this period. Petroleum began 
to be widely used as an alternate energy source. 
The internal combustion engine made transporta- 
tion faster for the public. Orville and Wilbur Wright 
successfully completed the first airplane flight at 
Kitty Hawk, North Carolina, which led to the de- 
velopment of the aviation industry. 

In seeking rapid economic development, most 
developing countries drew lessons from the expe- 
rience of the advanced countries. The main con- 
clusion was that industrialization was the key to 
economic success. Developing countries have tra- 
ditionally been primary exporters. Industrialization 
allowed them to exploit their comparative advan- 
tage in labor-intensive goods. However, with alow 
world income elasticity of demand for primary 
products, with the development of synthetic sub- 
stitutes, and with the protection of agriculture in 
developed countries, the demand for primary ex- 
ports has grown slowly. At the same time, the de- 
mand for manufactured imports into developing 
countries has grown rapidly. Dissatisfaction with 
relying on primary exporting has led most coun- 
tries to embark on a process of industrialization. 

Economic development is usually viewed as 
the transformation of a low-income society using 
traditional technologies and producing mainly 
primary products into a high-income society us- 
ing modern technologies to produce both primary 
products and a variety of industrial goods. 

The desire to industrialize is common to the 
less-developed countries for various reasons. First, 
most of the current developed market economies 
themselves achieved this status through indus- 
trialization, so it may seem reasonable to assume 
that following this same route will lead to the 
same results. Second, because of the inelastic 
world demand for the primary products, they are 
considered as an unsatisfactory basis for devel- 
opment. Third, it is believed that economic diver- 
sification may lead to greater stability in national 
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income and foreign currency earnings. Fourth, it 
is believed that industrialization may reduce the 
country’s dependence on the rest of the world. 
Finally, having an industrial sector is seen as a 
symbol of independence. 

Two issues have dominated the general debate 
concerning industrialization strategies and experi- 
ences. The question of strategy has largely focused 
on the choice between the inward-looking strategy 
of import-substituting industrialization (ISI) and the 
outward-looking strategy of export-oriented indus- 
trialization (EOI). Some countries preferred ISI, 
which is a strategy of restricting imports of manu- 
factured goods and using the foreign exchange 
saved to build up domestic substitute industries. It 
is considered the best way to become industrialized, 
especially for countries facing the shortage of for- 
eign currency to finance their import spending. By 
contrast, some countries gave priority to EOI strat- 
egy, meaning to encourage not only free trade, but 
also the free movement of capital, workers, enter- 
prises, the multinational enterprise. There is still 
ongoing debate between the trade optimists (free 
traders) and trade pessimists (protectionists), and 
between outward- and inward-looking strategies of 
development. 

Although different countries applied differ- 
ent industrialization strategies, generally, all coun- 
tries have viewed industrialization as the “engine 


of growth.” 
Elfi Cepni 


See also: Aviation; Communication; Industrial Revolution; 
Transportation and Trade. 
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INFLATION 


The rate of inflation measures the annual per- 
centage of increase in prices. 


The most common measure of inflation is that of 
retail prices. The government publishes the con- 


sumer price index (CPI) each month, and the rate 
of inflation is the percentage of increase in that 
index over the previous twelve months. The CPI 
(or the retail price index as it is known in some 
countries) tends to be constructed differently 
from one country to another and this makes in- 
ternational comparison difficult. CPI measures 
the cost of buying a fixed basket of goods and 
services representative of the purchases of urban 
consumers. Price indices are based on consumer 
purchases. 

The most commonly used cost-of-living in- 
dices are the Paasche and Laspeyres price indi- 
ces. The Laspeyres price index answers the 
question: What is the amount of money at cur- 
rent-year prices that an individual requires to 
purchase the bundle of goods and services that 
was chosen in the base year divided by the cost 
of purchasing the same bundle at base-year 
prices? The Paasche price index shows the 
amount of money at current-year prices that an 
individual requires to purchase the bundle of 
goods and services chosen in the current year 
divided by the cost of purchasing the same 
bundle in the base year. 

Both indices are fixed-weighted indices. The 
quantities of the various goods and services in 
each index remain unchanged. For the Laspeyres 
price index, however, the quantities remain un- 
changed at base-year levels, while for the Paasche 
price index they remain unchanged at current- 
year levels. 

Fighting inflation is among the most impor- 
tant goals in macroeconomic policy goals. More- 
over, inflation is sometimes declared public 
enemy number one. But why is inflation such a 
big problem? 

Inflation redistributes incomes from the eco- 
nomically weak to the economically powerful, it 
causes uncertainty in the business community and 
as a result reduces investment, and it tends to lead 
to balance-of-payment problems and depreciation 
(or devaluation) of the domestic currency. 

There are two different types of inflation: 
demand-pull inflation and cost-push inflation. 
Demand-pullinflation is caused by persistent rises 
in aggregate demand (total spending), whereas 
cost-push inflation is caused by the persistent rises 
in the cost of production. Rises in costs may origi- 
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Because war creates increased demand for labor and commodities, sometimes it leads to inflation. This 1942 display was part of a U.S. 
government effort to fight inflation or, at least, explain it to consumers. (Library of Congress) 


nate from a number of different sources. The main 
types of cost-push inflation are: wage push, profit 
push, import price push, and tax push. 

If inflation originates from the rise in aggre- 
gate demand (demand-pull inflation), both the 
general price level and national output (produc- 
tion) will increase. If inflation originates from the 
rise in the cost of inputs, the general price level 
will increase but national output will decrease, 
which in turn will cause a bigger unemployment 
problem. Cost-push inflation will cause more 
serious economic harm. 

Expectations play a crucial role in determin- 
ing the level of inflation. The higher people ex- 
pect inflation to rise, the higher it will. There are 
different anti-inflation policies. ‘To alter the level 
of total spending, demand-side policies, namely, 
monetary and fiscal policies, can be used, and to 
alter the total production through decreasing costs 
(such as tax incentives), supply-side policy can 


be used. 
Elfi Cepni 


See also: Money. 
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INSURANCE 


The process by which an individual or com- 
pany can obtain financial protection against 
loss or harm through the payment of a pre- 
mium to another individual or company. 


Insurance, in one form or another, has existed 
since ancient times. The first mention of any form 
of insurance appears in the Babylonian Code of 
Hammurabi. Under the law, if goods were lost in 
transit, either by caravan or ship, the transporter 
was absolved of any liability unless it was proven 
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that he was involved in the theft. The merchants 
then shared in the loss of the goods. The Chi- 
nese, as early as 3000 B.c.£., ordered that mer- 
chants should split up their shipment of products 
among several vessels to minimize any losses that 
they might incur. Greek sailors, who plied the 
waters of the Mediterranean Sea, relied on a sys- 
tem of average to protect their cargoes and ships 
against the risk of storms, pirates, or damage. 
Losses would be compensated on a pro rata ba- 
sis from funds contributed by the merchants. One 
or more individuals who provided the coverage 
guaranteed each cargo individually. This system 
remained in effect under the Roman empire. 
There were no insurance companies, just protec- 
tion on single ships. A captain was often given a 
loan that would be repaid if he had returned 
without any damage to ship or cargo. The loan 
would protect the shippers from debt if the mer- 
chandise was lost or destroyed in transit. This 
rudimentary type of insurance was known as the 
bottomry loan. 

Beginning in the eleventh century, Italian and 
English merchants formed associations that op- 
erated under the Amalfi Sea Code. Under the 
code, members of the association would contrib- 
ute funds regularly that could be used to com- 
pensate merchants for the loss of cargo. With the 
rise of Venice as the merchant power in the east- 
ern Mediterranean, the first modern marine in- 
surance policies were used. The amount of trade 
and the value of the cargo required some protec- 
tion against the risk of loss. Portugal and France 
developed marine insurance as well. During the 
fourteenth century, the Venetians began using 
agreements that dictated how commerce was con- 
ducted. Most of these agreements were verbal 
while some were written and became official since 
a notary was involved. However, many of the 
early insurance agreements were conducted in 
secret, especially after the government proposed 
the taxation of such transactions. During the fif- 
teenth century, the Venetians established laws 
governing the use of insurance policies, prima- 
rily to prevent fraud. Throughout the Middle 
Ages, the Catholic Church discouraged the use 
of insurance policies since, like loans, insurance 
was perceived as a wager on the outcome and 
was therefore equivalent to usury. Eventually, the 


insurance policy was separated from the risk and 
the charge of usury no longer applied. 

During the late Middle Ages, craft guilds 
formed mutual aid societies. These groups func- 
tioned in much the same manner as life or disability 
insurance companies. Widows and children were 
provided for if the head of household died or was 
disabled. All members of the guild contributed to 
the fund so that the resources would be available 
in times of need. During the early seventeenth 
century, German princes employed the concept 
of the mutual aid society to all citizens within a 
particular region. Every head of household would 
contribute a proportion of the wealth of his assets 
to the fund in case an emergency occurred and 
one or more homes were damaged or destroyed. 

During the height of the Hanseatic League, 
merchants in the Baltic region did not have in- 
surance policies as we know them today. The risk 
of loss was again reduced through the method of 
spreading cargo among a number of ships. The 
first insurance company was finally established 
in Italy in the seventeenth century. Later on, 
Lombard traders established marine insurance 
policies in England while other references exist 
that indicate that the Dutch were also using in- 
surance policies to protect against the loss of their 
cargoes during this same period. Existence of such 
policies continued even after the Reformation and 
into the reign of Elizabeth I, when the Lombard 
traders had left England. In 1601, a special Court 
of Policies of Assurance was established to resolve 
cases involving marine insurance policies, al- 
though few suits were actually heard. Marine in- 
surance was accepted in France as a legitimate 
method of protecting merchants. Under the Or- 
donnance de la Marine, passed in 1681, King Louis 
XIV accepted the practice. Napoléon Bonaparte 
reinforced the use of marine insurance in the 
Code of Commerce passed in 1807. 

Meanwhile, in 1688 Edward Lloyd issued his 
first insurance policy and over the centuries his 
company developed into the largest marine in- 
surer in the world. With his first shop located on 
Tower Street, Lloyd soon moved to Lombard 
Street (the location of the insurance industry since 
the establishment of the Lombard insurers in Lon- 
don). Initially, the company provided shipping 
news to the merchants and captains, but the com- 


pany soon expanded to offer marine insurance. 
During the next century, London developed into 
the center of the insurance industry with insurers 
copying the policies offered by Lloyd’s company. 
This same policy served as the blueprint for the 
Marine Insurance Act of 1906 in Great Britain. 


FIRE INSURANCE 


Although marine insurance dates back to ancient 
times, the first instance of fire insurance policies 
being offered occurred after the Great Fire of 
London that began on September 2, 1666. The 
fire started in a baker’s shop on Pudding Lane. 
High winds blew the burning embers across the 
city. The wooden structures quickly ignited and 
the situation was made worse by the fact that 
one of the first places to be burned was the water- 
wheel that supplied the city with water. The fire 
reached a crisis point, and King Charles II called 
on his brother, the duke of York, the head of the 
navy, to assist in fighting the fire. The duke or- 
dered everything surrounding the fire to be 
pulled down and removed so that the fire no 
longer had fuel to continue spreading. After five 
days, the fire finally died out. During that short 
period, more than 13,200 homes and 87 churches 
in London spread out over more than 400 acres 
were destroyed. When rebuilding commenced, 
new structures were required to be built of brick 
and stone to prevent another disaster. The Great 
Fire of 1666 had destroyed four-fifths of the city. 

Merchants lost all their property and goods, 
ruining their futures as well as those of their 
families. The following year, Nicholas Barbon 
founded the first fire insurance company. The 
company offered a policy against future fires, but 
to ensure that it did not sustain substantial losses 
in the future, the firm was forced to establish 
and maintain fire brigades throughout the city— 
the first brigade being formed in 1680. Other 
insurance companies formed to offer fire pro- 
tection as well. Since the cost of maintaining the 
fire brigades was not cheap, companies would 
issue emblems representing their insurance com- 
pany to policyholders who placed them outside 
of the insured buildings. When a fire broke out, 
men from several different companies would 
show up, but if the emblem was not the one for 
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their company, many times they refused to fight 
the fire. Eventually, the various fire brigades 
were merged and the companies were relieved 
of their responsibility for fighting fires in 1865 
when Parliament passed the Metropolitan Fire 
Brigade Act. 

The example established in England was fol- 
lowed in the American colonies. Fire insurance 
policies were first available in Charleston, South 
Carolina, in 1732. Benjamin Franklin established 
a fire insurance company in Philadelphia in 1752. 
Relatively few fires occurred, and the companies 
managed to earn profits. The largest fire to strike 
the United States occurred in Chicago on Octo- 
ber 8, 1871. The fire lasted for 29 hours and de- 
stroyed more than 17,000 structures valued at 
more than $2 million. Relief efforts assisted the 
victims of the fire, and the city slowly rebuilt, but 
fire struck again in 1874, destroying another 800 
buildings. Although most of the damage from the 
initial fire occurred in the business district, fire 
insurance helped the merchants recoup most of 
their losses. After the second fire, the insurance 
companies threatened to refuse to sell any fire 
insurance in Chicago until the city improved its 
fire department and updated its city code to en- 
force the use of more fire-resistant material in the 
construction of the buildings. 

Fire protection in the twentieth century still 
remains important even though most structures 
are constructed with fire-resistant materials and 
city ordinances require the availability of fire ex- 
tinguishers and sprinkler systems in larger build- 
ings. Since the number of fires remain relatively 
small in comparison to the value of the property 
insured, insurance companies continue to earn a 
profit. Meanwhile, business owners and individu- 
als are covered, and if a fire does occur they will 
not be forced out of business or into poverty from 
the loss. 


LIFE AND HEALTH INSURANCE 


Life insurance has its roots in medieval times 
when guilds would provide for the widow and 
children of a deceased member. Contributions 
would be collected from all members on an equal 
basis. In 1693, Edmond Halley, the astronomer, 
devised a mortality table based on the statistical 
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probability of mortality. Additional revisions to 
the table in 1756 by Joseph Dodson resulted in 
the payment of fees for life insurance based on 
the age of the insured. The first life insurance com- 
pany in the United States was formed in Phila- 
delphia in 1759. Established by the Presbyterian 
Synod of Philadelphia, the policies covered the 
lives of that denomination’s ministers and their 
families. Although companies did not generally 
provide life insurance for their employees until 
the mid- to late twentieth century, business own- 
ers and the wealthy would often purchase such 
policies to cover the expenses that might occur as 
a result of their death. The future needs of both 
their businesses and their families usually deter- 
mined the amount of insurance purchased. In the 
late twentieth century, many companies offered 
the employee life insurance benefits or the op- 
tion to pay for such insurance at group rates. 

Health insurance is another field that has de- 
veloped primarily in the mid- to late twentieth cen- 
tury as medical advances have resulted in increased 
cost of services. Individuals had paid the physicians 
themselves or offered some form of barter arrange- 
ment to pay for their medical expenses until hospi- 
tals began investing in advanced technology. 
Corporations started offering health insurance ben- 
efits to their employees as the cost of medical treat- 
ment continued to escalate. By purchasing insurance 
at group rates, the employees, who sometimes had 
their own insurance paid for while having to cover 
the cost for dependents, could have the maximum 
coverage at the lowest price. Self-employed 
businesspeople often found that the insurance avail- 
able to them was (and still is) either more expensive 
or did not offer the same coverage. 

During the 1990s, changes in insurance re- 
sulted in the formation of health maintenance or- 
ganizations, where a doctor receives a specified 
amount per month for each patient assigned to him 
or her through the insurance company. Fee sched- 
ules have been established as well. Medical pro- 
fessionals, bound by contracts with the insurance 
companies, often find that the procedures that they 
recommend are not covered or that some patients, 
those who they see frequently during the month, 
actually end up costing them money. These issues 
have opened the debate over national health care 
in the United States. 


SOCIAL WELFARE 


Governments began experimenting with public 
forms of insurance in the mid-twentieth century. 
The rising cost of medicine meant that a portion 
of the population could no longer afford adequate 
medical services. In Great Britain, Parliament 
passed the National Health Service Act that pro- 
vided free medical treatment for everyone. A na- 
tional health tax and the treasury covered the cost 
of the program. As prices increased, small fees 
were charged to cover items such as dentures, 
glasses, and prescriptions. Doctors are paid di- 
rectly by the national system. Canada eventually 
adopted a similar health-care program, as did 
Sweden and other European countries. 

Of the industrialized Western countries, the 
United States remains the only nation that has 
not adopted a national health-care program. Re- 
sistance from doctors, who would receive a lower 
wage under the system, and from the insurance 
carriers, who have built large companies with 
thousands of employees in the industry, has 
blocked several attempts to pursue this type of 
public health insurance. Consumers argue that 
the Canadian and British systems have resulted 
in dissatisfied patients who often have to wait 
months or years to receive a particular treatment. 
Those who can afford to travel to the United States 
for treatment do so, while the poor must wait. 

Since the problem of income disparity has 
not been addressed, the U.S. Congress has not 
seen fit to approve such a program. Congress has 
authorized two programs that specifically ad- 
dress the health-care needs of the poor. Under 
Medicare, senior citizens have access to medical 
coverage and even some prescription drug ben- 
efits, while Medicaid covers the medical ex- 
penses of the poorest in society. American 
hospitals cannot refuse to treat patients who do 
not have the means to pay in an emergency, al- 
though the patient might later be transferred to 
a county hospital. 


PROPERTY/CASUALTY 
INSURANCE 


Just as the ancient and medieval mariners relied 
on some form of insurance to cover their losses, 


automobile insurance is a vital aspect of life in 
modern times. Motor vehicles are used to trans- 
port goods and people over short and long dis- 
tances. Merchants protect their goods from loss 
or damage through insurance policies. Most states 
require that owners maintain a minimum policy 
of $25,000 for personal automobiles to cover dam- 
ages incurred during an accident. That coverage 
might eventually have to be raised since the av- 
erage cost of a new vehicle exceeds that amount. 
The failure to maintain financial responsibility 
comes with a stiff fine. Insurance companies sup- 
port legislation requiring such coverage not only 
because it allows them to write more policies, but 
also because damage caused by uninsured mo- 
torists would have to be covered by paying cus- 
tomers if the law did not exist. 

Insurance companies have traditionally of- 
fered other forms of coverage such as flood in- 
surance. Since the terrorist attacks of September 
11, 2001, the cost of insurance that would com- 
pensate the policyholder for damage caused by 
acts of terror has skyrocketed. The government 
has attempted to intervene since the extreme 
spike in premiums placed many large construc- 
tion projects on hold. Continued terrorist attacks 
would force insurance companies out of business 
unless some mechanism can be implemented to 
prevent the destruction of high-value properties. 

The insurance industry, from its rudimentary 
beginnings to the sophisticated policies of the 
twenty-first century, has allowed trade to flour- 
ish. Merchants could not have continued to ship 
or sell their goods if some protection against loss 
was not available. Economically, insurance made 
trade possible and profitable. 


Cynthia Clark Northrup 


See also: British Empire; Hanseatic League; United States; 
Venice. 
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INTELLECTUAL PROPERTY 


The protection of intangible assets such as 
inventions, designs, trademarks, and copy- 
rights. 


In today’s “knowledge economy,” intellectual 
property is central to Western notions of prosper- 
ity and international trade. The global agreement 
on intellectual property, called the Agreement on 
Trade-Related Aspects of Intellectual Property 
Rights (TRIPS), is now integral to membership in 
the World Trade Organization (WTO). 


DEFINITION 


Intellectual property rights refer to the rights 
given to people over their inventions or creations. 
The rights usually give the creator exclusive use 
of a creation for a certain period. 

Ideas and knowledge are an increasingly im- 
portant part of trade. Most of the value of new 
medicines and other high-technology products 
relate to the amount of invention, innovation, re- 
search, design, and testing involved in their de- 
velopment. Films, musical recordings, books, 
computer software, and online services are 
bought and sold because of the information and 
creativity they embody, not because of the physi- 
cal resources used to make them. Many products 
that used to be considered low-technology goods 
or commodities now have a value that takes ac- 
count of the effort in their creation due to inven- 
tion and design, for example, brand-name 
clothing or new varieties of plants. 

Creators can be given the right to prevent oth- 
ers from using their inventions, designs, or other 
creations. These rights take a number of forms. 
For example, books, paintings, and films are cov- 
ered by copyright laws; inventions can be pat- 
ented; brand names and product logos can be 
registered as trademarks; and so on. 
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The TRIPS Agreement covers copyright and 
related rights, trademarks, geographical indications 
(which identify a good as originating on the terri- 
tory of a TRIPS member), industrial designs, pat- 
ents, integrated circuit layout-designs, and 
protection of undisclosed information. Intellectual 
property rights are traditionally divided into two 
main categories: copyright and rights related to 
copyright (i.e., rights granted to authors of literary 
and artistic works) and the rights of performers, 
producers of phonograms, and broadcasting orga- 
nizations. The main purpose of protection of copy- 
right and related rights is to encourage and reward 
creative work. 

Industrial property includes distinctive signs 
such as trademarks and geographical indications. 
Industrial property is protected primarily to stimu- 
late innovation, design, and the creation of tech- 
nology. In this category are inventions (protected 
by patents), industrial designs, and trade secrets. 

TRIPS requires even the least-developed 
countries to have some minimum protection in 
place by 2006. Whether this is good for the poor 
is hotly debated. Developed countries generally 
preach that patents help to foster growth in poor 
places, since they stimulate domestic innovation, 
boost foreign investment, and improve access to 
new technologies. 

Knowledge is considered an exception to the 
principle of diminishing marginal benefit, and it is 
generally believed that additional knowledge 
makes people more productive. And there seems 
no tendency for the additional productivity from 
additional knowledge to diminish. Because knowl- 
edge is productive and generates external benefits, 
it is necessary to use public policies to ensure that 
those who developed new ideas have incentives 
to encourage an efficient level of effort. It is be- 
lieved that the main way of providing the right 
incentives is to assign intellectual property rights 
to creators. And the legal device for establishing 
intellectual property rights is the patent or copy- 
right. These are the government-sanctioned exclu- 
sive rights granted to the inventor of a good, 
service, or productive process to produce, use, and 
sell the invention for a given number of years. A 
patent enables the developer of a new idea to pre- 
vent others from benefiting freely from that inven- 
tion for a limited number of years. 


Innovation does not happen by accident. It takes 
long hours and a great deal of investment—often 
many millions of dollars. Innovation can be defined 
as the application of new ideas to the products and 
processes of a firm’s activities. Innovation is con- 
cerned with the process of commercializing or ex- 
tracting value from ideas. This is in contrast with 
“invention,” which need not be directly associated 
with commercialization. From this perspective, 
firm performance is linked to innovation. Indeed, 
there is widespread support for the assertion that 
firms must be innovative to survive and prosper 
in a competitive economy. Patents encourage in- 
vention and innovation and create incentives for 
investors to put money into risky new ideas, but 
it is also known that the protection provided by 
patents is not without cost. For example, patents 
are the strongest form of intellectual property 
right, since they give holders a claim over ideas 
encapsulated in a work, and not just (as copyright 
does) on the work’s particular form. Their pur- 
pose is to reward inventors so as to encourage 
future invention. It is believed that society is bal- 
ancing the benefits of a free exchange of ideas 
against future gains from further invention. And 
the means of striking this balance is to award a 
legal monopoly to a patent holder for twenty 
years from the date of application. 

The monopoly power of the patent holder is 
a source of inefficiency. Moreover, monopolies 
create their own problems. Firms or individuals 
holding patents must register and defend them, 
risking potentially crippling lawsuits. Those with- 
out patents must license them or engage in inef- 
ficient and anticompetitive alliances. 


COSTS AND BENEFITS 


Economists have wrestled for decades over ways 
to balance these costs and benefits. Some believe 
that, in certain industries, strengthening intellec- 
tual property protection accomplishes nothing 
positive. Others think that it may actually do some 
harm. Many governments in poor countries show 
their reactions against these forms of protection. 
They believe Western-style intellectual property 
protection brings many costs and few benefits. 
Patent systems are expensive to implement, drain- 
ing scarce money and trained manpower from 


other more pressing concerns. Patents hurt, rather 
than help, domestic industries, which are often 
based more on copying than on innovating. And 
in the process, Western patent rules prevent poor 
people from getting life-saving drugs, interfere 
with age-old farming practices, and allow foreign 
“pirates” to raid local biodiversity or traditional 
handicrafts, without getting permission or pay- 
ing compensation. 

This phenomenon has been dubbed the “Trag- 
edy of the Anti-Commons”—in contrast to the 
classic “Tragedy of the Commons” that described 
how free resources such as fresh air and clean 
water could be overused and destroyed by self- 
ish agents. Here, the opposite occurs: when lots 
of property owners have to grant permission be- 
fore a resource can be used, the result is that the 
resource tends to be chronically underused. 

The debate over this topic has not been elimi- 
nated completely, but it has lost its tension to a 
great extent as a result of the introduction of the 
TRIPS agreement, which came into effect on Janu- 
ary 1, 1995. 

Before the 1986-1994 Uruguay Round of ne- 
gotiations, there was no specific agreement on in- 
tellectual property rights in the framework of the 
General Agreement on Tariffs and Trade (GATT) 
multilateral trading system. The TRIPS agreement 
recognizes that widely varying standards in the 
protection and enforcement of intellectual prop- 
erty rights and the lack of a multilateral frame- 
work of principles, rules, and disciplines dealing 
with international trade in counterfeit goods have 
been a growing source of tension in international 
economic relations. Rules and regulations were 
needed to cope with these tensions. To that end, 
the agreement addresses the applicability of ba- 
sic GATT principles and those of relevant inter- 
national intellectual property agreements, the 
provision of adequate intellectual property rights, 
the provision of effective enforcement measures 
for those rights, multilateral dispute settlement, 
and transitional arrangements. 

The TRIPS Agreement says WTO member 
countries must comply with the substantive obli- 
gations of the main conventions of the World Intel- 
lectual Property Organization, the Paris Convention 
on industrial property, and the Berne Convention 
on copyright (in their most recent versions). 
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With respect to copyright, parties are required 
to comply with the substantive provisions of the 
Berne Convention for the protection of literary and 
artistic works, in its latest version (Paris 1971), 
though they will not be obliged to protect moral 
rights. It ensures that computer programs will be 
protected as literary works under the Berne Con- 
vention and lays down on what basis databases 
should be protected by copyright. Important addi- 
tions to existing international rules in the area of 
copyright and related rights are the provisions on 
rental rights. The draft requires authors of computer 
programs and producers of sound recordings to 
be given the right to authorize or prohibit the com- 
mercial rental of their works to the public. A similar 
exclusive right applies to films where commercial 
rental has led to widespread copying, which is 
materially impairing the right of reproduction. The 
draft also requires performers to be given protec- 
tion from unauthorized recording and broadcast 
of live performances (bootlegging). The protection 
for performers and producers of sound recordings 
is for no less than fifty years. Broadcasting organi- 
zations have control over the use that can be made 
of broadcast signals. This right lasts for at least 
twenty years. 

With respect to geographical indications, the 
agreement specifies that all parties must provide 
means to prevent the use of any indication that 
misleads the consumer as to the origin of goods 
and any use that would constitute an act of unfair 
competition. A higher level of protection is pro- 
vided for geographical indications for wines and 
spirits, which are protected even where there is 
no danger of the public being misled as to the true 
origin. Exceptions are allowed for names that have 
already become generic terms, but any country 
using such an exception must be willing to negoti- 
ate in order to protect the geographical indications 
in question. Furthermore, provision is made for fur- 
ther negotiations to establish a multilateral system 
of notification and registration of geographical in- 
dications for wines. Industrial designs are also pro- 
tected under the agreement for a period of ten 
years. Owners of protected designs would be able 
to prevent the manufacture, sale, or importation 
of articles bearing or embodying a design that is a 
copy of the protected design. 

Regarding patents, there is a general obligation 
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to comply with the substantive provisions of the 
Paris Convention (1967). In addition, the agreement 
requires that twenty-year patent protection be avail- 
able for all inventions, whether of products or pro- 
cesses, in almost all fields of technology. The TRIPS 
Agreement also introduces additional obligations in 
areas not addressed in these conventions or that 
were thought not to be sufficiently addressed in 
them. The TRIPS Agreement is therefore sometimes 
described as a “Berne and Paris-plus” Agreement. 
The text of the TRIPS Agreement also makes 
use of the provisions of some other international 
agreements on intellectual property rights. WTO 
members are required to protect integrated cir- 
cuit layout designs in accordance with the provi- 
sions of the Treaty on Intellectual Property in 
Respect of Integrated Circuits together with cer- 
tain additional obligations. The TRIPS Agreement 
refers to a number of provisions of the Interna- 
tional Convention for the Protection of Perform- 
ers, Producers of Phonograms, and Broadcasting 
Organizations (Rome Convention), without en- 
tailing a general requirement to comply with the 
substantive provisions of that convention. 


Elfi Cepni 
See also: Copyrights; Patents; World Trade Organization. 
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INTERNAL COMBUSTION 
ENGINE 


A mechanical device in which he combustion 
of fuel in a small area produces gases that 
expand to generate power. 


The most common types of the internal combus- 
tion engine are the reciprocating, spark-ignited, 
four-stroke gasoline engines (used in automo- 


biles); jet propulsion engines; rocket engines; and 
gas turbine engines. 

The piston-type engine used in cars has cyl- 
inders (where the combustion occurs), pistons 
that slide up and down inside the cylinders, con- 
necting rods that turn the crankshaft, and a head 
(metal cover) where the spark plugs create the 
ignition. Two additional openings allow for the 
intake of the gasoline mixture and for the dis- 
charge of exhaust. Some vehicles use diesel en- 
gines that were invented by Rudolf Diesel in 1892. 
The diesel relies on the heat produced by com- 
pression for its power instead of ignition from the 
spark plugs. This type of engine is generally used 
in heavier vehicles that require large amounts of 
power such as trains, ships, and trucks. Both types 
of engines are lubricated by oil to reduce friction 
and overheating. 

Scientists and engineers have been improv- 
ing the internal combustion engine since the late 
seventeenth century. Dutch physicist Christiaan 
Huygens was the first known person to have con- 
ducted experiments with the engine in 1680. More 
than 150 years later, French engineer J.J. Etienne 
Lenoir designed a spark-ignition engine that 
worked on a continuous basis. In 1878, Nikolaus 
A. Otto built the first four-stroke engine, which 
was followed by the invention of the two-stroke 
engine by Sir Dugald Clerk that same year. But 
the real advances occurred with the development 
of the prototype of the modern engine by Gottlieb 
Daimler in 1885. 

In the early 1880s, motorized vehicles were 
constructed by using small combustion engines 
mounted on bikes called motorcycles. Karl Benz 
was the first to build an automobile using an in- 
ternal combustion engine, three wheels, and dif- 
ferential gears. His creation was first used in 
Mannheim, Germany, in 1885, and the following 
year he received a patent for it. By 1894, the 
Daimler Company was producing the Panhard 
car in France. During that same decade, automo- 
bile manufacturers like Charles Duryea and J. 
Frank Duryea, Elwood Haynes, Henry Ford, Ran- 
som E. Olds, and Alexander Winton were pro- 
ducing basic automobiles for the American public. 
With so many competitors, the issuing of a patent 
to one individual, George Selden, complicated the 
situation in the United States. Ford was sued for 
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With its combination of power and compact size, the internal combustion engine was ideal for automobiles, the primary manufactured 
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product of the twentieth century. Shown in this 1886 photograph is German inventor Karl Benz with the first automobile powered by an 
internal combustion engine. (© National Motor Museum/Topham/The Image Works) 


violating the patent, which he refused to recog- 
nize. By 1911, the U.S. Circuit Court of Appeals 
ruled that the patent did not apply to four-stroke 
engines such as the one used by Ford. With this 
hurdle behind him, Ford worked on implement- 
ing the assembly line in the manufacturing pro- 
cess to reduce the time and cost of producing his 
Model T. During the 1920s, when credit was eas- 
ily obtainable, average Americans purchased 
these new vehicles, with their internal combus- 
tion engines, in record numbers. 

The internal combustion engine transformed 
the transportation industry and society. The au- 
tomobile allowed people to travel farther away 
from their homes on outings and vacations. Ser- 
vice industries such as restaurants, motels, and 
gasoline stations catered to the needs of drivers 
and passengers. Tire stores, windshield compa- 


nies, and mechanics serviced the vehicles. Trucks, 
also powered by the internal combustion engine, 
made it easier to move goods from one point to 
another without having to load and reload the 
merchandise on boxcars. The invention of the in- 
ternal combustion engine helped bring about the 
decline of the railroad industry. Automobiles be- 
came so popular in the United States that soon 
other countries wanted them as well. However, 
high tariff barriers raised the cost of the cars to a 
prohibitive level. Ford was the first manufacturer 
to operate a plant outside the United States to cir- 
cumvent these trade restrictions. The multina- 
tional corporation has since changed the way 
business is conducted around the world. 
During World War II and the postwar period, 
the internal combustion engine was adapted to 
provide power for planes, jets, and even rockets. 
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From the development of these new forms of 
transportation, the world, and now even outer 
space, is becoming increasingly interconnected. 
People and goods can be moved from one desti- 
nation to another in a matter of hours. The tech- 
nology developed in the airline industry and 
space exploration has produced a number of con- 
sumer goods that have affected trade. Freeze- 
dried goods and computers are just two such 
items made possible by the use of transportation 
powered by the internal combustion engine. 

During the 1960s and 1970s, individuals began 
speaking out about the harmful effects of manu- 
facturing on the environment. Emissions from 
automobiles became a big issue during the 1980s 
and 1990s as California passed stricter emission 
standards. By the 1990s, the use of the internal com- 
bustion engine was so prevalent that to ban its use 
would be economically unfeasible. Instead, new 
devices were invented to reduce harmful emis- 
sions. Leaded gasoline was also phased out. Ex- 
perimental use of alternatives to the internal 
combustion engine have been conducted but with 
little commercial success. Electric cars and hybrids 
that combine electric power with gasoline are also 
on the market, but consumers continue to favor 
the gasoline engine. Oil producers and their auxil- 
iary suppliers are also resisting such a change. The 
impact on the world market from such a dramatic 
change would be tremendous. 

The internal combustion engine has been ro- 
manticized throughout the decades. In 1911, the 
first auto race was held at Indianapolis. Since then, 
the Indianapolis 500 has attracted tens of thou- 
sands of fans, and an entire circuit of races is now 
run each year both in the United States and 
abroad. New improvements on the engine have 
resulted in the creation of the high-performance 
industry, with manufacturers such as Porsche and 
Ferrari leading the pack. While the original car 
ran on one cylinder, the latest engines can have 
up to sixteen cylinders. As speed increases and 
safety improves, the transition from the internal 
combustion engine to another form of mechani- 
cal power remains doubtful. 


Cynthia Clark Northrup 


See also: Automobiles. 
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INTERNATIONAL 
MONETARY FUND 


An intergovernmental organization established 
by treaty in December 1945 to facilitate mon- 
etary cooperation, stabilize currency ex- 
changes, and expand international liquidity. 


The International Monetary Fund (IMF) is formally 
a specialized agency of the United Nations and 
headquartered in Washington, D.C. As of Decem- 
ber 2004, it had a global membership of 184 coun- 
tries. The organization’s highest authority rests 
with a board of governors, which meets once a year. 
The governors are usually member countries’ fi- 
nance ministers or heads of their central banks. An 
executive board that usually meets three times a 
week or more as needed administers the IMF’s day- 
to-day operations. It consists of twenty-four execu- 
tive directors. Eight of them represent five leading 
share-holding nations (the United States, the 
United Kingdom, Germany, France, and Japan), 
plus China, Russia, and Saudi Arabia. The remain- 
ing sixteen represent the fund’s other member 
countries grouped by world regions. 

A managing director, who is appointed for a 
renewable five-year term, chairs the executive 
board. This position traditionally goes to a Euro- 
pean. The IMF’s resources come mainly from 
members’ quota subscriptions. These contribu- 
tions are based on their wealth and economic per- 
formance measured by several agreed-on criteria 
and are subject to review every five years. The 
quotas also determine the amount members can 
borrow and their relative voting power. In prac- 
tice, this weighted voting system permits the 
United States to exert a preponderant influence 
in the IMP’s decision making. 


At its inception, the IMF was designed to ad- 
dress the lessons learned collectively by the 
world’s leading economic powers from economic 
dislocations in the preceding decades. At a United 
Nations conference held at Bretton Woods, New 
Hampshire, in July 1944, representatives of forty- 
five governments agreed to create a cooperative 
framework for avoiding a replay of the beggar- 
thy-neighbor economic policies many had 
adopted following the Great Depression. They 
also proposed a fund with which to maintain con- 
vertible currencies at stable exchange rates and 
to provide financial assistance to facilitate orderly 
balance-of-payments adjustments, thus obviating 
the need for imposing exchange controls or com- 
petitive currency devaluations or pursuing defla- 
tionary economic policies to make exports more 
competitive in world markets. 

The IMF’s activities have evolved over time 
to adapt to the changing realities in the interna- 
tional financial system. Its central mission, how- 
ever, has remained the same: it seeks to maintain 
stable currency exchange rates, to finance mem- 
bers’ short-term balance-of-payments deficits, and 
to support adjustment and reform policies target- 
ing the internal structural problems of borrow- 
ing countries. For these purposes, the IMF also 
provides advice and technical assistance to the 
governments and central banks of borrowing 
countries. Recent examples of such advisory func- 
tions include the fund’s work with South Korea 
during the 1997-1998 Asian financial crisis and 
its involvement in the transition of former repub- 
lics of the Soviet Union to market economies fol- 
lowing its collapse in 1991. 

Between 1947 and 1971, the IMF supervised a 
modified gold-standard system of pegged cur- 
rency exchange rates. Countries that joined the 
IMF during this period agreed to a value of their 
national currency fixed in relation to the U.S. dol- 
lar. The U.S. Treasury reciprocally agreed to buy 
and sell gold to other governments at the rate of 
$35 per ounce. These stipulated rates could be 
adjusted only to correct a “fundamental disequi- 
librium” in the balance of payments and with the 
IMF’s concurrence. In August 1971, however, U.S. 
president Richard Nixon ended this arrangement 
unilaterally by suspending the convertibility of 
the U.S. dollar and, by extension, dollar reserves 
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held by other governments into gold. Since then, 
each member has been free to make its own for- 
eign exchange arrangement. For example, some 
members have chosen a free float; others have 
elected to peg their currencies to another currency 
or a group of currencies. 

IMF members experiencing short-term bal- 
ance-of-payments deficits may obtain loans in 
foreign currencies held by the fund by purchas- 
ing them with their own currencies. Members 
may borrow up to 25 percent of their quotas and 
must repay within a specific period with interest. 
They may also receive additional lending through 
customized programs arranged under the Ex- 
tended Fund Facility. The IMF determines the 
amount of each loan and the macroeconomic ad- 
justments and internal reforms it deems neces- 
sary to restore the country’s balance of payments. 
Details of the required adjustment program are 
spelled out in a “letter of intent” written by the 
borrowing government and addressed to the 
IMF’s managing director. The IMF typically re- 
quires borrowing governments to reduce their 
budget deficits; to deregulate selected aspects of 
the domestic economy; to remove export barri- 
ers; and, in cases rooted in structural balance-of- 
payments problems, to devalue their currencies. 

In 1969, the IMF created a new international 
reserve asset called special drawing rights (SDRs, 
also known as “paper gold”) as the first amend- 
ment to its original Articles of Agreement. Members 
were concerned at the time that the existing pool 
and future growth of its reserves, consisting of gold 
and currency, might not be sufficient in light of 
the inherent uncertainties of world gold produc- 
tion. Neither did they wish global reserves to de- 
pend on the continuing U.S. balance-of-payments 
deficits. The IMF can distribute this form of reserve 
asset to members as needed. It also uses SDRs as a 
unit of accounting. The most recent SDR alloca- 
tion took place in 1981, during which SDR 21.4 bil- 
lion was divided among the 141 countries then on 
the IMF membership roster. Countries can trans- 
fer SDRs among themselves for debt settlement. 
The SDRs’ value is calculated daily as a weighted 
average of four key currencies: the U.S. dollar, the 
euro, the Japanese yen, and the British pound. 

The IMF’s lending practices have been the sub- 
ject of intense debate. Critics argue that IMF loans 
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permit member countries to pursue ill-conceived 
and often reckless economic policies and avoid 
needed internal reforms. Others contend that the 
IMF is all too eager to bail out powerful inter- 
national bankers, many of them Americans, who 
have made bad loans and risky international in- 
vestments. The IMF has also been charged with 
imposing uniform remedies and failing ad- 
equately to heed each borrower’s unique needs 
and circumstances. 


Sayuri Guthrie-Shimizu 
See also: United Nations. 
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INTERNATIONAL TRADE 
COMMISSION 


An independent federal agency charged with 
providing data and information relative to in- 
ternational trade to both the legislative and 
executive branches of government. 


The International Trade Commission (ITC) houses 
an extensive library of international trade re- 
sources and reference materials (the National Li- 
brary of International Trade) and makes it 
available to the general public. A nonpartisan, 
quasi-judiciary body, the ITC consists of six com- 
missioners appointed by the president of the 
United States and confirmed by the U.S. Senate. 
The commissioners serve overlapping nine-year 
terms. The ITC is vested with broad investigative 
authority and advises the president, the U.S. Trade 
Representative (USTR), and members of Congress 
as they determine the impact of imports on 
American domestic industries and formulate poli- 
cies regarding foreign trade practices that may be 
considered unfair. 

Public debate on national tariff rates, by its very 
nature, impinges on important domestic economic 
interests and has incited intense partisan passions 
throughout the nation’s history. In 1916, Congress 


established the ITC’s institutional predecessor, the 
U.S. Tariff Commission, in part to introduce im- 
partial expertise and factual foundation to the in- 
nately politicized process of debating national tariff 
legislations. The creation of the U.S. Tariff Com- 
mission also represented an emerging faith char- 
acteristic of the Progressive Era in “scientific” 
management of complex public policy issues by 
trained experts. A controversy first arose within the 
federal government over the establishment of an 
independent tariff board in the early years of the 
administration of William Howard Taft. The Re- 
publican president proposed the appointment of 
a panel of experts to advise him on the modifica- 
tion of the nation’s tariff schedules. His low-tariff 
Democratic opponents in Congress, most notably 
Oscar Underwood of Alabama, initially viewed 
Taft’s proposal as a backhanded attempt to delay 
proposed tariff reductions. Three years after the 
enactment of the Underwood Tariff of 1913, which 
represented the first substantial tariff reductions 
since the mid-nineteenth century, Congress estab- 
lished the U.S. Tariff Commission to gather and 
analyze information on trade matters in a factual, 
nonpartisan fashion. To ensure impartial delibera- 
tion, Congress built multiple safeguards into the 
commission’s structure. For instance, no more than 
three of the six commissioners could be of the same 
political party, and the commission’s chairman and 
vice chairman, designated by the president from 
among the current commissioners for two-year 
terms, had to come from different parties. The 
chairman could not be from the same political party 
as his or her immediate predecessor. 

The U.S. Tariff Commission enhanced its 
prominence in the nation’s trade policy-making 
process after World War II, when Congress trans- 
ferred jurisdiction over the Reciprocal Trade 
Agreement program's escape clause and peril- 
point investigations from an executive interagency 
panel to the commission. In the Trade Act of 1974, 
Congress renamed the U.S. Tariff Commission the 
U.S. International Trade Commission. This name 
change reflected the broader range of issues be- 
yond import duties that came to be considered 
relevant to foreign trade, such as intellectual prop- 
erty rights. In its original enabling legislation, the 
ITC was empowered only to advise the president 
and Congress by providing data and information 
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Steelworkers in Merrillville, Indiana, in 2001 attempt to sway members of the International Trade Commission, a federal agency that 
advises the president on trade issues, to impose tariffs on imported steel and thus save U.S. jobs. 
(© Scott Olson/WirePix/The Image Works) 


on which U.S. trade policy was to be based. As 
such, it is a fact-finding agency and not a policy- 
making body in its own right. Nor does it negoti- 
ate trade agreements on behalf of the U.S. 
government, as is the case with the USTR. Recent 
legislation, such as the Trade and Competitiveness 
Act of 1988, however, has expanded the purview 
of the ITC’s advisory authority to include quasi- 
enforcement functions. It is now authorized not 
only to investigate the effects of imports on com- 
peting domestic industry, but also to direct imports 
to be excluded should it find that foreign produc- 
ers are engaging in unfair trade practices or vio- 
lating patent or copyright laws. 

The ITC’s current formal mission is threefold. 
First, the ITC administers U.S. trade remedy laws 
within its mandate in a fair and objective manner. 
Second, it provides the president of the United 
States, the USTR, and Congress with independent 
analysis, information, and support on matters of 
tariffs and international trade and competitiveness. 


Finally, it maintains the Harmonized Tariff Sched- 
ule of the United States. ‘To fulfill these institutional 
mandates, the ITC engages in the following cat- 
egories of specific activities in concert with other 
federal agencies involved in trade policy: 

1. It conducts investigations to determine 
whether domestic industries suffer material in- 
jury by reason of imports priced at less than fair 
value or from foreign government subsidization. 
In such countervailing duty and antidumping 
investigations, the ITC shares responsibility with 
the U.S. Department of Commerce. It is the 
department's task first to determine whether the 
alleged subsidies or dumping are actually taking 
place. Then, the ITC’s responsibility is to deter- 
mine whether the affected U.S. industry is mate- 
rially injured by reason of the dumped or 
subsidized imports. If the department's subsidy 
or dumping determination and the ITC’s injury 
determination are both in the affirmative, the 
Commerce Department, as a federal executive 
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agency, issues an order to the U.S. Customs Ser- 
vice to impose additional duties. 

2. The ITC may direct actions, subject to presi- 
dential approval, against unfair practices in im- 
port trade, such as patent, trademark, or copyright 
infringement. If the ITC determines that a viola- 
tion of the law exists, it may order the exclusion 
of the imported product from the United States. 

3. The ITC makes nonbinding recommenda- 
tions to the president regarding relief for indus- 
tries seriously injured by imports for the purpose 
of facilitating adjustment to foreign competition. 
Relief may take the form of tariff increases, im- 
port quotas, or temporary adjustment assistance 
for the affected domestic industry. 

4. The ITC advises the president whether ag- 
ricultural imports are interfering with domestic 
price-support programs administered by the U.S. 
Department of Agriculture. 

5. The ITC undertakes studies and conducts 
public hearings on trade and tariff issues and 
monitors import levels. It furnishes the results of 
such investigations to the president, the Senate 
Committee on Finance, or the House Committee 
on Ways and Means. 

6. The ITC participates in the development of 
uniform statistical data on imports, exports, and 
domestic production and in the establishment and 
modification of the International Harmonized 
Commodity Code, which is a list of all the items 
that are imported into and exported from the 
United States. 


Sayuri Guthrie-Shimizu 


See also: Tariff Barriers. 
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INTERNET 


A computer network that connects military, 
government, educational institutions, compa- 
nies, and individuals around the world. 


In 1969, the U.S. Department of Defense began ex- 
ploring the feasibility of creating a computer net- 
work system that could survive an attack. The plan 
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was to link three computers in California with one 
in Utah and then additional links were established 
using the Internet Protocol (IP). The existence of 
ARPAnet was revealed to the American public in 
1972, and by that time more than fifty universities 
and other research companies with defense con- 
tracts had become part of the system. In 1973, 
ARPAnet was linked to computers in England and 
Norway. The National Science Foundation’s 
NSFnet, which used the Transmission Control Pro- 
tocol (TCP), eventually replaced ARPAnet as the 
primary network of the Internet. By 1995, the per- 
sonal computer industry had boomed and the 
NSFnet was turned over to the private sector. Within 
the next several years, millions of Americans gained 
access to the information through the World Wide 
Web, via a graphical interface browser such as 
Netscape, popular in the 1990s, and Explorer. 

Companies wishing to set up a Web site, where 
customers can shop and find answers to questions, 
among other services, have to obtain an IP address, 
which consists of a series of numbers. That address 
is linked to a domain name, usually the name of 
the company followed by .com (for commercial), 
so users of the Web do not need to remember the 
IP address to access the site. 

Another way to find Web sites is through a 
search engine, which direct an Internet user to 
Web sites that contain keywords selected by the 
user. By the early 2000s, the nearly unchallenged 
leader in search engines was Google. Like its com- 
petitors, such as Yahoo, Google makes its money 
by including advertising and paid links. 

The Internet is used for a variety of purposes, 
of which one of the most popular is electronic mail 
(e-mail). Messages and files of various types, usu- 
ally sent as attachments, can be sent from one user 
to another instantly. Newsgroups and bulletin 
boards offer the opportunity for individuals to dis- 
cuss issues with other like-minded people. Chat 
groups allow online conversations. Researchers can 
access information from many computers linked 
to the Internet through the use of search engines. 
More important to trade is the development of sec- 
tors such as electronic business (e-business, or busi- 
ness-to-business) and electronic commerce 
(e-commerce, or business-to-consumer). 

E-commerce sales have risen at a steady pace. 
In 1999, e-commerce sales accounted for only 0.6 
percent of all retail sales in the United States. Ac- 
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As an engine of the so-called new economy of the late twentieth and early twenty-first centuries, the Internet has revolutionized trade, 
allowing businesses and consumers to seek out the best prices around the world. The global spread of the Internet is demonstrated in this 
2004 photo of Kenyans surfing the Web at an Internet café in Nairobi. (© Chet Gordon/The Image Works) 


cording to a bulletin from the U.S. Department of 
Commerce dated February 23, 2004, that propor- 
tion increased to 1.6 percent in 2003, which trans- 
lated to $54.9 billion. E-commerce transactions have 
spiked each year during the third and fourth quar- 
ters. For the fourth quarter of 2003, e-commerce 
totaled $17.9 billion. Worldwide e-commerce 
reached $3.5 trillion in 2003. 

Another form of e-commerce is stock trad- 
ing. Stock trading in 1998 accounted for 20 per- 
cent of all stock transactions. By May 1999, 
Internet stock trading reached $2.7 million. Ac- 
cording to J.D. Power and Associates, that fig- 
ure rose to $3.5 million in January 2000. Stock 
trading, especially day trading, has remained 
popular among Internet users. Ordinary indi- 
viduals can research the companies in which 
they invest and can more easily manage their 
portfolios with the help of stock trading soft- 
ware. The stock market has also responded to 
the changes brought about by the Internet. 
Over-the-counter stocks traded on the NASDAQ 
exchange are predominately dot.com and infor- 
mation technology (IT) stocks. The Internet has 
also allowed twenty-four-hour trading and en- 
abled investors around the world to engage in 


trading on a particular stock exchange with few 
inconveniences. 

Along with e-commerce, the Internet has al- 
lowed the development of e-business. Companies 
use the Internet for daily business transactions such 
as purchasing, notifying vendors, tracking ship- 
ments, and communicating with business associ- 
ates through videoconferencing or e-mail. The 
Internet has allowed firms to communicate quickly 
and efficiently. Orders can be processed the same 
day that they are received. The communication 
revolution created by the Internet has revolution- 
ized the way companies conduct business. 

Online auction and wholesale servers are an- 
other aspect of the Internet that directly affects 
trade. EBay, one of the largest online auction com- 
panies in the world, announced 225 million sales, 
totaling $509.3 million for the second quarter of 
2003. In recent years, the company has also of- 
fered fixed-price purchases and, in 2003, that busi- 
ness accounted for 27 percent of the sales. Net 
revenues for the firm amounted to $2.2 billion in 
2003, compared with $1.2 billion in 2002. Other 
large competitors are Amazon.com, which re- 
ported $5.26 billion in revenue for 2003. Internet 
companies such as Yahoo have also realized high 
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revenues. Yahoo’s revenues amounted to $1.2 bil- 
lion in 2002 and rose to $2.2 billion in 2003, pri- 
marily because of a more aggressive policy of 
advertising on Yahoo sites. Meanwhile Internet 
service providers that have developed into giants 
within the industry include American Online 
(AOL) and Earthlink. In addition to providing 
e-mail services to customers, these firms also pro- 
mote their high-speed connections and other ser- 
vices, including pop-up blockers, which help the 
companies maintain their dominant position in 
the industry. 

Internet advertising developed early with the 
use of pop-up or pop-under ads that appear while 
the user is searching the Web. Users have com- 
plained that this invasive use of the Internet to 
promote products and services is frustrating and 
annoying. Civil lawsuits brought against compa- 
nies that provide the pop-up ads have led to le- 
gal decisions against this form of advertising. In 
the summer of 2003, pop-up ads accounted for 
just over 8 percent of all online sales, but by the 
end of that year the sales figures had dropped to 
6 percent and have continued to decline since 
then. Advertisers realize the enormous market- 
ing potential of the Internet and have adapted 
their strategy in an effort to attract Internet sales. 
New types of advertising include media-rich ads, 
which have both audio and video streaming, have 
begun to appear in fifteen- to thirty-second spots 
between Web searches. Earthlink and AOL have 
already offered their customers the option to block 
this type of advertising. However, many users will 
continue to see pop-up and media-rich ads for 
the next several years. Banner ads, which appear 
at the top of the screen, are less intrusive than 
pop-up ads but generate less revenue. Neverthe- 
less, the banner ads help offset the cost of main- 
taining Web sites and will continue to exist for 
that reason. 

The Internet has helped a wide array of com- 
panies reach new markets. By the beginning of 
the twenty-first century, most retail, and even 
service-oriented, companies had developed Web 
sites to attract new business. A Web site allows 
customers from around the world to examine 
goods and services and then decide whether or 
not to purchase from that particular company. 
Online suppliers of electronic and software prod- 


ucts compete for customers on the basis of pric- 
ing, while others, such as jewelers, compete on 
the basis of quality. 

Another industry that has taken advantage 
of the Internet’s reach is the gaming industry, 
which comprises both online interactive games, 
where two or more players compete, and online 
casinos that offer gambling anywhere in the 
world. Software providers sell programs for play- 
ers to compete and large corporations sponsor the 
Internet sites in exchange for advertising expo- 
sure. Many Native American nations within the 
borders of the United States run casino and online 
gambling Web sites. Ultimately, however, the most 
lucrative area of commerce on the Web is pornog- 
raphy, with thousands of sites pandering to ev- 
ery prurient interest. In 2003, it was estimated that 
pornography sites generated $57 billion in rev- 
enue worldwide, $12 billion of which came from 
the United States. 

The Internet has, since its inception, allowed 
for the free flow of information among people, 
although some countries, most notably China, 
have tried to block access to politically controver- 
sial sites. In addition, trade has received a boost 
as companies around the world can offer their 
products and services to a larger market at a rela- 
tively low cost. New companies that provide ser- 
vices for Internet providers bring jobs to the local 
economies as well. The primary key issue for gov- 
ernments is taxation on Internet sales. 


Cynthia Clark Northrup 


See also: Financial Institutions; United States. 
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IRON 


An element first discovered over 6,000 years 
ago in meteorites; was referred to as the 
“metal of heaven.” 


The three oldest pieces of iron discovered so far 
made up a sickle blade found near Thebes in 
Karnak under the base of a sphinx, a 5,000-year- 
old blade found in one of the Egyptian pyramids, 
and a crosscut saw made around 920 B.c.£. found 
in Iraq at Nimrud. 

Pure iron is white, shiny, and soft. Because 
the pieces of iron were mixed with nickel they 
were harder. People eventually discovered that 
they could fashion iron by using a hot fire in a 
process called smelting. The Chinese began us- 
ing iron around 600 B.c.z. and have been using 
the smelting process since then. 


FIRST USES 


The first people to employ iron weapons were 
the Hittites, who were from the southern part of 
modern-day Turkey. With their iron weapons, 
they were the dominant force in Mesopotamia 
from about 1400 to 1200 B.c.z. They copied 
Babylonian ideas, though their laws were less 
stringent than those of the Babylonians. In the 
eighth century B.c.£., the Assyrians absorbed the 
Hittite empire, which gave them access to west 
Asian trade routes. The iron ore that had belonged 
to the Hittites now belonged to Assyrians. The 
Sea Peoples, invaders from the eastern Mediter- 
ranean, furthered the spread of iron weapons. 
Bronze had been available only to the upper class, 
whereas iron was common and could be obtained 
by anyone. 

In 487 B.c.E., the Chinese began their mari- 
time trade by exporting iron and iron tools to 
Southeast Asia and the Pacific islands. During 
the thirteenth century, the Catalan forge was 
invented in Spain. A major technological ad- 
vancement since classical times, this forge could 
produce 350 pounds of metal in five hours. Dur- 
ing the Middle Ages, European ironworks got a 
boost with the invention of the wolf furnace, or 
Stuckofen, which produced iron in Belgium, 
Germany, Austria, and Bohemia. The Stuckofen 
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produced cast iron or pig iron, but not wrought 
iron. Cast and pig iron can be formed only by 
casting and machining; wrought iron is a low- 
carbon metal that is formed by heating and beat- 
ing steel and is used for decorative purposes. 

The first practical blast furnace was made in 
Belgium in 1340, but was not introduced to ma- 
jor European cities for some time. By the sixteenth 
century, England in particular possessed many 
blast furnaces, but the iron industry declined from 
a shortage of fuel. Charcoal derived from wood 
was needed to produce iron. However, this put 
the supply of timber at risk, and so its use was 
restricted and there were few alternatives. This 
problem was alleviated in 1709 when Abraham 
Darby invented coke smelting, which created 
high temperatures exceeding those possible with 
previous fuels, a huge step in the smelting and 
refining of iron. The 1500s saw the beginning of 
mineralogy and economic geology. Georgius 
Agricola, inspired by the mining in Saxony, Ger- 
many, wrote many books on the subject, and his 
explanations are the basis for modern theories 
about iron formation. 

England turned to its American colonies for 
timber to be used in iron production. At this time, 
iron production had already started in America, 
though its progress had been slow. In 1622, Na- 
tive Americans attacked an ironworks plant in 
Virginia, stopping an early attempt at establish- 
ing a facility. Among the southern colonies, Vir- 
ginia as well as Maryland had ironworks. In 1714, 
Peter Hitt came over from Germany with ten other 
men and their families and formed the Germana 
colony near Fredericksburg, Virginia. These colo- 
nists were ironworkers from Germany. George 
Washington’s father, Augustine Washington, 
owned valuable ore deposits near the Rappahan- 
nock River in Virginia. He partnered with English 
merchants to form Principio ironworks. These 
ironworking groups produced guns and ammu- 
nition for the colonies during the Revolutionary 
War and iron for the British. 


INDUSTRIAL REVOLUTION 
During the Industrial Revolution, iron became a 


chief raw material for heavy industry. This was 
brought about by several inventions, notably 


IRON 


Shown here is the Republic Iron Mine, in upper Michigan, with a 
miner ascending the slope, around 1880. During the Industrial Revo- 
lution, iron became a chief raw material for heavy industry. 

(© North Wind Picture Archives) 


James Watt’s steam engine, which pumped wa- 
ter out of the mines, and James Nasmyth’s steam 
hammer used for forging large iron objects. Be- 
cause of these developments, transportation im- 
proved. Railroads were made possible by the 
improvement of iron rails. Major developments 
using iron took place in Europe, especially Ger- 
many. The first blast furnace in Germany was in 
Upper Silesia at Malapane during the reign of 
Frederick the Great in 1753. From 1780 to 1820, 
the state raised the industrial capacity by creat- 
ing a bureaucracy with the Prussian industrial and 
mining agency. Count Fryderyk von Reden, fi- 
nancial adviser to Frederick the Great, helped to 
search Europe for industrial techniques and tech- 
nologists. Because of this, the iron-puddling pro- 
cess was commissioned in Silesia just slightly after 
Britain developed it. Another major event was the 
French defeat by the Prussians in 1871, which cost 
France the province of Alsace and Lorraine, where 


80 percent of the country’s known iron ore re- 
serves were located. 

Tariffs were introduced in 1879 in Germany, 
which was the start of industrial growth that 
would make Germany an industrial powerhouse. 
Germany quickly surpassed both France and 
Great Britain in the production of iron. The total 
length of German railways tripled between 1870 
and 1914. With its rich natural resources such as 
iron ore, Germany had an advantage. German 
industrialists studied the methods of other indus- 
trialized countries and learned from them. 

In 1906, Sweden signed a trade agreement 
with Germany that gave favorable terms for 
Swedish woodworking industries in exchange for 
freer export of high-grade Lapland iron ore. In 
1911, the German government indicated to France 
that it would not stop further inroads into Mo- 
rocco unless German iron interests in West Mo- 
rocco were left alone and parts of the French 
Congo were transferred to Germany; France com- 
plied. In 1936, Hermann Goring requested the 
industrialists to expand iron ore production by 
about 10 million tons. With this addition, Ger- 
many would have produced about half the iron 
ore it needed, but the industrialists declined. 

Looking at the past, a key element of solving 
European political and social problems would be 
the institutionalization of Franco-German coop- 
eration. In one view, the wars of the European 
past—1870-1871, 1914-1918, and 1939-1945— 
were struggles for integration and dominance of 
Europe’s iron ore resources or attempts to bring 
together the iron ore of Alsace and Lorraine and 
the coalfields of the Ruhr. 


Carolyn Falk 


See also: Industrial Revolution; Weapons. 


BIBLIOGRAPHY 

Blanning, T.C.W. The Oxford Illustrated History of Modern Eu- 
rope. New York: Oxford University Press, 1996. 

Braudel, Fernand. Memory and the Mediterranean. New York: 
Knopf, 2001. 

Fitzgerald, Karen. The Story of Iron. New York: Franklin Watts, 
1997. 

Grant, Neil. Oxford Children’s History of the World. New York: 
Oxford University Press, 2000. 

Holborn, Hajo. A History of Modern Germany, 1840-1945. 
Princeton: Princeton University Press, 1969. 


IRON LAW OF WAGES 


Ricardo’s Iron Law of Wages, formulated in 
the early nineteenth century, appealed to 
British capitalists who wanted to maximize 
profits. 


In the early nineteenth century, David Ricardo 
wrote that it is futile to attempt to improve wages, 
because when wages rise beyond the subsistence 
level, they cause higher birthrates and a larger 
population of workers. The greater workforce cre- 
ates a buyer’s market in which too many work- 
ers vie for too few jobs. This surplus of workers 
forces wages to fall back to the subsistence level. 
Ricardo’s ideas appealed to British capitalists, 
who wanted to maximize profit and minimize 
costs. 

Adam Smith’s Wealth of Nations (1776) defined 
the concept of laissez-faire. Thomas Robert 
Malthus’s Principles of Population (1798) forecast a 
world population boom and catastrophe. Ricardo 
added the Iron Law, which helped to justify in- 
dustrialists’ and the British government's disin- 
clination to listen to demands for reform of the 
dismal working conditions of the early Industrial 
Revolution, and the Poor Laws, which brought 
some small relief early in the nineteenth century. 
They combined to refute the protectionist theo- 
ries that had dominated the mercantile era, re- 
placing them with hands-off, or laissez-faire, 
government. 

Ricardo was the son of a wealthy Dutch Jew. 
He entered the family stock brokerage at age 
fourteen and by age twenty-one had become a 
Unitarian and married a Quaker. Within a few 
years, he had made his fortune. He read Smith’s 
Wealth of Nations in 1799 but did not write on his 
own until 1810, producing a work tying the 
volume of bank notes to the level of prices and, 
subsequently, to foreign exchange rates and the 
flow of gold. This work led to the repeal of British 
controls on gold flows. 

Ricardo’s associates included James Mill, the 
father of John Stuart Mill, Jeremy Bentham the 
utilitarian, and Malthus. In 1815, Ricardo published 
his Essay on the Influence of a Low Price of Corn on the 
Profits of Stock. He argued that grain tariffs, the Corn 
Laws, benefited the country gentry, while decreas- 
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ing investment capital available to the rising 
industrial class and forcing workers’ expenses— 
and wages—higher. He continued to develop as 
an economist and in 1817 published his major 
work, The Principles of Political Economy and Taxation, 
which contains the Iron Law. Ricardo also 
established the labor theory of value (cost equals 
labor used in creating a product) and defined the 
concept of comparative advantage, which 
explained how countries could find trade with each 
other mutually advantageous if trade was free, 
even if one could produce the goods traded more 
cheaply than could its partner. This theory remains 
a foundation of modern economics. Ricardo was 
less insightful than Smith, but his deductive and 
scientific method defined the model for economics. 

The early nineteenth century saw the birth 
of modern economics. Malthus assumed that the 
human population would grow geometrically, 
while its food sources would grow arithmetically, 
leading to inevitable overpopulation and help- 
ing the field of economics to gain the epithet “the 
dismal science.” Ricardo built on Malthus’s pes- 
simism by pointing to the inevitable fall of wages 
to the subsistence level. Ricardo influenced John 
Stuart Mill, who explored both international 
trade and industrial expansion. And he influ- 
enced critics of free trade such as Friedrich List 
of Germany and Henry C. Carey of the United 
States. 

A variation of Ricardo’s Iron Law is attributed 
to the German Ferdinand Lassalle, who stated that 
capitalism by definition barred the rise of wages. 
Karl Marx has been linked to this view, but his 
Critique of the Gotha Programme (1875) declared that 
the view was obsolete, false, and irrelevant. Marx 
was more concerned with exploitation, which in- 
evitably would grow more severe regardless of 
whether wages rose or fell. 

At the beginning of the twenty-first century, 
Ricardo’s Iron Law of Wages reemerged as a ra- 
tionale for what was increasingly a system in 
which global corporations accrued massive prof- 
its at the expense of social safety nets and wages. 
According to this argument, wages never stabi- 
lized at Ricardo’s minimum subsistence level 
because industrializing societies stabilized 
population growth, defying Malthusian math- 
ematics, and workers unionized and established 
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political parties to protect their interests against 
capitalism’s tendency to force wages down. These 
conditions changed once globalization, which 
emphasized free trade and unrestrained circula- 
tion of capital, created unrestrained competition 
among the world’s workers, driving wages down 
to Ricardo’s levels. At the same time, the safety 
net weakened, as did labor organizations. 


John Barnhill 


See also: Industrial Revolution; Marx, Karl; Ricardo, David; 
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IRRIGATION 


The process of bringing water to dry areas pri- 
marily for the purpose of growing crops. 


Ancient civilizations developed along rivers such 
as the Tigris, Euphrates, and Nile. While the popu- 
lation levels remained relatively low, the land close 
to the river yielded enough food, but as the popu- 
lation increased, people were forced to move away 
from the rivers onto the plains. They needed a 
source of water to grow their crops, and in an- 
cient times this required the digging of canals that 
channeled water from the rivers to the fields. This 
form of agricultural development first appeared 
around 4,000 B.c.£. The civilizations that used irri- 
gation techniques flourished as food was plenti- 
ful and merchants from other regions traded with 
the local inhabitants. From 4000 to 2000 B.c.z., the 
Mesopotamian region blossomed, cities expanded 
to population levels reaching 60,000 people, and 
farmers worked the countryside. Even with 


changes in rulers, the region remained prosper- 
ous. Over time, the irrigation systems became 
more sophisticated, especially after the advent of 
writing under the reign of Ur III. Then around 
2000 B.c.£., the irrigation system declined from lack 
of maintenance. Without adequate food supplies, 
civilization and trade also declined until the neo- 
Babylonian era, when irrigation improved once 
again. Although many cultures dominated the re- 
gion for the next thousand years, agriculture con- 
tinued to yield enough for the population to grow 
until the Mongol invasions. 

Around 1220 .c.z., the Persians revolted against 
Mongol rule and Genghis Khan retaliated by burn- 
ing villages, selling prisoners off as slaves to distant 
lands, and, most importantly, destroying the qanat 
(underground) irrigation system that had sustained 
continuous settlement in the region for thousands 
of years and replacing a prosperous region with 
isolated oases surrounded by barren land. 

The ancient Egyptians could never have de- 
veloped into such a powerful civilization with- 


The ancient practice of irrigation has vastly expanded humanity’s 
ability to raise crops for both consumption and trade. Shown here 
is an early twentieth-century irrigation canal on a Jamaican sugar 
plantation. (Library of Congress) 


ISABELLA OF CASTILE 


out the use of irrigation. Canals dug from the Nile 
increased the amount of land placed under cullti- 
vation. As food production increased, the Egyp- 
tians could afford to feed an army, export food 
items for needed materials such as wood, gold, 
and spices, and exert their influence over much 
of the Middle East. Egypt became known as the 
grain house of the ancient world. 

In China, despite years of warfare and inter- 
nal division from 1122 to 256 B.c.£., the rulers con- 
tinued to expand the irrigation systems. A 
subsequent population boom allowed the Chi- 
nese to populate regions farther south and expand 
their control over a larger area. At the same time 
that the irrigation systems were developed, the 
Chinese began using the buffalo-drawn plow, 
minted coins, and started the silk industry. The 
large urban populations were supported by the 
increased agricultural yields produced by the ir- 
rigation of outlying fields. 

Although the ancient and medieval worlds 
relied on irrigation on a limited basis, during the 
twentieth century the use of wide-scale irrigation 
projects placed millions of acres of semiarid and 
desert land under cultivation. The first country 
to initiate such a policy was the United States. 
With millions of acres of unsettled land in the 
West, the government enticed settlers to endure 
the hardships of frontier life by offering free land. 

Under the Homestead Act of 1862, American 
citizens could claim 160 acres for free if they lived 
on the land for five years. Eventually, during the 
1870s Americans moved slowly westward after 
the virtual annihilation of the buffalo, the inven- 
tion of barbed wire, and the use of dry farming. 
Past the 100th meridian, the land became progres- 
sively drier and less desirable. The U.S. govern- 
ment passed the Timber and Stone Act and the 
Desert Act to encourage settlers into regions with 
minimal annual rainfall. Estimates in the 1990s 
indicated that of the water used in irrigation, 63 
percent was surface water and 37 percent was 
underground water pumped by wells. Out of all 
the water used, only 53 percent was used for con- 
sumptive purposes with the rest becoming return 
flow or lost to evaporation. 

The continued use of irrigation has allowed 
the United States to become the world’s largest 
producer of agricultural products. Other countries 
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have recognized the benefit of irrigating fields and 
have implemented their own projects. In 2000, 
the United States was the largest producer of 
wheat and corn in the world, in part because of 
the irrigation systems used throughout the Mid- 
west. The United States has become the bread- 
basket of the world. 

Cynthia Clark Northrup 


See also: Agriculture; Egypt, Ancient; United States. 


BIBLIOGRAPHY 


Hurt, R. Douglas. Agricultural Technology in the Twentieth Cen- 
tury. Manhattan, KS: Sunflower University Press, 1991. 

Snell, Daniel C. Life in the Ancient Near East: 3100-332 B.c.e. 
New Haven: Yale University Press, 1997. 

Starr, Chester G. A History of the Ancient World. New York: 
Oxford University Press, 1991. 


ISABELLA OF CASTILE 
(1451-1504) 


The Spanish queen who sponsored Christopher 
Columbus’s voyages that resulted in the dis- 
covery of the New World. 


Married to Ferdinand of Aragon, her cousin, at 
the age of seventeen, Isabella became queen of 
Castile in 1474, following the death of her older 
brother. She immediately went to work strength- 
ening the Crown’s hold over Spain and launch- 
ing Castile on a quest for domination of trade 
routes in the western Mediterranean and the At- 
lantic Ocean. From the beginning of her reign, 
Isabella insisted on royal control of all Spanish 
trade overseas. She held a monopoly on certain 
products and demanded one-fifth of the profits 
from other items. She improved Spain’s navy and 
completed the conquest of the Canary Islands. She 
also declared that all native peoples conquered by 
Spain must be treated as her royal subjects. 

To unite the country under her rule, Isabella 
fought a series of wars against the Portuguese, the 
Spanish nobility, and the Moors of Granada. Vic- 
torious on all fronts, she believed that her triumphs 
would secure royal control of Spain and help throw 
back the rising tide of the Ottoman Turks, who in 
her lifetime had taken Constantinople, swept north 
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continents to European conquest and trade. (Library of Congress) 


through the Balkans, and now threatened Italy. As 
part of her efforts to unite Spain under the Crown, 
she introduced the Inquisition to her country to 
weed out false converts, or conversos, to the Catho- 
lic faith from Islam and Judaism. After Granada, 
the last Moorish stronghold in Spain, fell to her 
armies in 1492, she ordered all Jews expelled from 
the country. 

Following the conquest of Granada, Isabella 
set her sights on wresting control of trade with 
the Far East from the Portuguese. She was in- 
trigued by Columbus’s plan to take Spanish ships 
west across the Atlantic when he first proposed it 
to her in 1485. Seven years later, she again invited 
the Genoese sailor to make his case before her 
court. When most of her advisors argued that the 
trip was unnecessary since Portugal no longer 
posed a threat to Spain, she turned Columbus 
down. However, she changed her mind at the 
urging of the royal treasurer, Luis de Santangel, 
who argued that she would live to regret her re- 
fusal to support Columbus. Vowing to sell her jew- 
els to pay for the trip, she met with Columbus 
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Christopher Columbus kneels in front of Queen Isabella |. The queen sponsored Columbus’s voyages to the Americas, opening up the 


again and granted his request for three ships to 
sail west to the Indies in April 1492. 

When Columbus returned to Spain in early 
1493, Isabella moved quickly to outfit another ex- 
pedition. She sent him back to the Indies in Sep- 
tember with orders to establish a colony, search 
for gold, and convert the natives. Although she 
funded two more expeditions for Columbus in 
1498 and 1502, she took ever more control of the 
enterprise. She appointed officials to govern the 
colonies and established a royal monopoly on 
trade. In 1503, one year before her death, she put 
her final stamp on Spain’s overseas empire by 
founding the Board of Trade, which would gov- 
ern her nation’s many colonies in the New World 
for the next 300 years. 


Mary Stockwell 


See also: Spanish Empire. 
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ISLAM 


Islam, a monotheistic religion with the world’s 
second-highest number of adherents (more 
than 1.3 billion, or 20 percent of the world 
population), was founded by a merchant. 


The exact year in which Islam was founded is not 
clear: it varies from 570 (the presumed birth of 
Muhammad) to 622 (the first Hijra, when 
Muhammad and his followers immigrated to 
Medina from Mecca and from which the Muslims 
start counting) to 632 (the presumed death of 
Muhammad). 

Muslims call the period before the rise of Is- 
lam as one of “ignorance” (Jaheliya). The prophet 
(or messenger, Rasul) Muhammad and his wife, 
Khadija, were both merchants traveling across 
the Arabian Peninsula and the Fertile Crescent. 
During one of his travels, Muhammad met a 
monk who introduced him to monotheism. 

Islam originated as a religion of traders. The 
first followers of Islam were Arab merchants who 
lived in the holy city of Mecca, along with the 
other tribes in the Arabian Peninsula. 

Soon after Muhammad’s death, the Muslim 
empire emerged as the “Old World’s” largest power. 
Until the thirteenth century, no army could stop 
the Muslim army in its conquest of new territories 
and the conversion of their inhabitants to Islam. 
When a Muslim army conquered an area, the Jews 
and Christians were allowed to retain their religion 
(although they remained second-class citizens in 
Muslim society). Followers of nonmonotheistic 
faiths had the choice of either converting to Islam, 
leaving the area under Muslim control, or being 
killed. Most converted to Islam. 


TRADE IN THE MUSLIM EMPIRE 


From the seventh to the ninth centuries, Muslims 
maintained flourishing trade centers. As the em- 
pire expanded, so did its trade routes. By the end 
of the eighth century, Islam ruled areas from the 
English Channel to India. The fact that the Mus- 
lim empire spread well into central Asia gave 
Muslim merchants control over the spice trade 
and other trade routes from Europe to Asia. 
One of the ways in which Islam was spread to 


ISLAM 539 


the far corners of the world was through traders 
who traveled to faraway destinations, farther than 
any Muslim army could reach at that time. The 
merchants not only carried goods, but also brought 
the new religion with them. They prosefytized in 
a peaceful fashion. Thus merchants, rather than 
soldiers, mainly responsible for the spread of Is- 
lam throughout the world. 

The Qur’an, the Muslim holy book, is writ- 
ten in Arabic. This common language helped to 
unite many different ethnic groups under the 
Muslim empire. It also made possible the easy ex- 
change of knowledge and ideas and the devel- 
opment of an impressive trading economy. 

The strength of Muslim rule ushered in a 
period of peace and stability that enabled in- 
creased production. The development of large- 
scale trade was facilitated by the widespread naval 
and land routes, which were relatively safe, peace 
and political stability, and the geographic reach 
of the empire, which controlled the entire area 
between the Far East, North Africa (the first black 
African people to convert to Islam did so before 
1050 B.c.£. in the region known today as Senegal), 
the Mediterranean, and parts of Europe. 

The largest part of trade was exporting goods 
to faraway countries and importing goods from 
those same countries. The connection to South- 
east Asia and the Far East—India, Ceylon (Sri 
Lanka), the Indian islands (Minicoy, Cannanore, 
Laccadive, and Amindivi), and China—was con- 
ducted in naval routes, from the ports of the Per- 
sian (Arabian) Gulf and the ancient routes by way 
of Afghanistan (Khyber Pass) and Central Asia. 
The merchants brought with them silk, spices, 
perfume, wood, porcelain, silver, gold, and 
jewelry. 

As Islam continued fortifying itself and steps 
were being taken to convert more followers, Mus- 
lims became more and more involved in trading. 
For the Muslim merchants, spices became a key 
product of the trade industry. Spices were an easy 
product to trade because they were not bulky, per- 
ishable, or breakable and thus could be easily car- 
ried over long distances. For these reasons, the 
actual process of trading probably began with 
such items. Spices continued to be popular as 
people, early on, began relying on them to pre- 
serve food, improve their health, add taste to food, 
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enhance their personal appearance and hygiene, 
and perfume their houses. 

Furthermore, the characteristically Muslim 
impact on the spice trade was revolutionary. Be- 
fore the Muslim conquest, trading had been indi- 
rect and was accomplished by local merchants 
who traded exclusively in their local areas. They 
were involved in a trade relay of sorts in which 
the spices were transported from one carrier to 
another, without any single group making the en- 
tire journey itself. When Muslim forces gained 
control over the trade, however, one of their first 
innovations was to make this trade direct, wherein 
Muslims would personally travel the entire length 
of the trade routes, without relying on interme- 
diaries. This markedly influenced their ability to 
spread the word of God and Muhammad. 

During this period, Muslim merchants 
reached Russia and took with them goods that 
originated from as far away as the Scandinavian 
countries. The merchants reached deep into Af- 
rica (before European explorers did so), and from 
there they brought mainly slaves and gold. The 
merchants also exported goods from the Muslim 
empire itself. 

The development of vast trading networks, 
new methods of doing business, and the increased 
movement of peoples and goods increased the 
power of the Muslim empire (under the rule of 
the Abbasid and Umayyad dynasties). Jews were 
major contributors to the trade throughout the 
Muslim world and enjoyed, relatively speaking, 
wide freedom of belief and profession. They were 
able to establish contacts with people in Europe, 
especially other Jews, since they had a common 
language, base of laws, family connections, and 
mutual trust. This era was a golden age in both 
Jewish and Muslim history. 


THE RISE OF THE OTTOMANS 
AND TRADE IN THE EMPIRE 


The good trade conditions survived the collapse 
of the Abbasid and Umayyad empires. Muslims 
continued to conbine trade and religion, finding 
new methods of trade and converting more 
people to Islam. One of the tribes that converted 
to Islam after meeting Muslim merchants was that 


of the Turks. In the tenth century, the tribes of 
Oguz accepted Islam. Those tribes joined the 
Muslim armies and as time passed gained more 
and more power. 

By the sixteenth century, the Ottoman (or as 
pronounced in Turkish—Ossman) empire was a 
recognizable force in the Muslim world. In less 
than 100 years, the Ottoman empire gained con- 
trol over all Arab lands, forming the largest Mus- 
lim empire of the time. The economic view of the 
Ottoman Empire can be called “Passive Despo- 
tism Economy.” The central government had lim- 
ited involvement in the market economy and 
focused primarily on collecting taxes. 

The Ottoman empire was a land empire 
(rather than a naval empire such as Great Brit- 
ain), and when the European Christian rivals of 
the Ottomans founded naval routes to the New 
World and India, the importance of the Ottoman 
Empire declined. The empire ceased expanding 
and therefore lacked new resources, a factor that 
resulted in high inflation within the Ottoman 
empire. 

The spread of trade in the Ottoman empire 
brought with it developments in banking that al- 
lowed the cashing of checks across state borders. 
Banking was managed by non-Muslims, since 
Islam forbids the charging of interest. 

The Ottomans maintained good relations, 
which included trade relations, with the European 
powers and the capital of the empire, Istanbul, was 
set half in Europe and half in Asia, and the Otto- 
man empire looked in both directions. Trade 
brought many goods from Europe to the Muslim 
world as well as the reverse (the most famous of 
these goods is probably coffee, which was intro- 
duced to the Europeans by the Turks). Neverthe- 
less, the main basis of the economy changed from 
trade to that of agriculture and industry. 

The Muslim world, however, was introduced 
to the Industrial Revolution only after it had al- 
ready taken place in Europe, and the Muslim 
world was not industrialized for a long period— 
there are still some areas in the Muslim world that 
are not industrialized. The fall of the Ottoman 
empire at the end of World War I brought with it 
the end of the last of the large Muslim empires. 
In the period between the two world wars, most 
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Constantinople (later Istanbul), pictured here in the 1570s, was the political, cultural, and commercial capital of the Muslim Ottoman empire. 
Located at the crossroads between Europe and Asia, it was for centuries a thriving center of East-West trade. 


of the Islamic world, from Africa (including North 
Africa and sub-Saharan Africa) through Palestine 
and to Indonesia were under some kind of colo- 
nial control by foreign Christians. 

After World War II ended, many colonial states 
achieved independence, among them former 
members of the Muslim empire. Independence 
often replaced religion with secular politics in the 
1950s, which loosened the common bond that had 
facilitated trade relations among Muslim coun- 
tries. There was no single economic system 
throughout the Muslim world. All known eco- 
nomic theories were practiced in the Muslim 
world, from capitalism, to communism, to all 
kinds of socialist arrangements. At first, traditional 
rulers (with religious justifications) gained power, 
but soon afterward a wave of socialism swept the 
Muslim world (especially in the Arab countries). 
This movement tried to combine Muslim tradi- 


tions, Arab traditions, socialism, and moderniza- 
tion (not to say Westernization), yet failed in the 
end to grapple with the challenges of the day. 


ISLAMIC NORMS AND 
REGULATIONS ON TRADE 


Inspired by Max Weber thesis, which deals with 
the contribution of the Protestant ethos to the 
development of capitalism in Western civiliza- 
tion’s famous researchers on Muslim society have 
tried to establish a thesis that will connect the basic 
laws of Islam with economic activity. 

One of these theses establishes a strong con- 
nection between predestiny (Qadder) and the vol- 
ume of economic activity in the Muslim world. 
According to this thesis, God (Allah) determines 
the future of every Muslim. In this view, the will 
of God, not the individual, will determine a 
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person’s achievements in this world. The indi- 
vidual has no influence, and no control, over 
them. If the believer benefits from wealth and 
richness, it will not be because of his or her ef- 
forts, decisions, or actions. It seems that this idea, 
which has a strong place in the beliefs in Islam, 
would not have encouraged Muslims to make a 
special effort in the economic field and in trade. 
However, this thesis suffers from some inaccura- 
cies, especially with the one that deals with the 
Muslim theological development in the first cen- 
turies of Islam. 

Although Islam, like every other religion, can 
be interpreted in many ways, the Prophet 
Muhammad was clear when speaking about the 
importance of property rights. In his farewell pil- 
grimage, he declared to the assembled masses, 
“Nothing shall be legitimate to a Muslim which 
belongs to a fellow Muslim unless it was given 
freely and willingly.” This is a milestone in Islam 
and therefore any Muslim country is by defini- 
tion a country that guards the rights of its citizen 
with regard to private property (this is implied 
for Muslims only). In Muslim countries, it is com- 
mon to see a house surrounded by high walls with 
a heavy door. Behind this door and these walls, 
women walk around freely without being cov- 
ered by their veils, and in general this house is 
considered private property that the government 
can penetrate only in extreme cases. 

Islamic trade values and its inclination toward 
free trade could be demonstrated in the stories 
about Muhammad (“Hadith”), which demon- 
strate that Muhammad turned to the marketplace 
to determine the just price of commodities. When 
he heard that his companion Bilal had traded 
poor-quality dates for high-quality dates, Muham- 
mad advised him that buying and selling at mar- 
ket prices over barter avoided the dangers of 
overcharging (riba) inherent in barter. After the 
caliphs of the early Umayyad dynasty had de- 
parted from Muhammad's practices, the reformer 
Omar II ordered his governors to leave prices to 
the market with this advice, “God has made land 
and waters for seeking His bounties. So let trad- 
ers travel between them without any interven- 
tion. How can you intervene between them and 
their livelihood?” 

Islam is usually not restrictive in its trade regu- 


lations, and many prohibitions are the product 
of later interpretations. Not many commodities 
are prohibited from being traded but include 
those banned from consumption (such as alco- 
hol, which is forbidden, but could be sold to non- 
Muslims). Islam does not ban slavery and those 
nonbelievers who were captured during the wars 
of Islamic expansion were likely to be enslaved. 

Consequently, Muslims were highly active in 
the slave trade from Africa, at the borders of their 
empire to the south and west. Muslim traders 
were responsible for several major routes of the 
African slave trade. They operated trans-Saharan 
routes, which passed through the Sahel on their 
way to Benghazi (in Libya), Cairo, Khartoum (in 
Sudan), and the western Saharan countries. 
Slaves were shipped from these destinations to 
Europe and eastward. In the Horn of Africa and 
on the eastern shores of the continent, Muslims 
administrated the trade across the Indian Ocean, 
in which African slaves were shipped to the Ara- 
bian Peninsula and to India. Muslims were less 
involved in the transatlantic slave trade, but Mus- 
lim leaders in the Sahel, who were eager to sell 
humans to the Europeans on the shore, managed 
to receive a special religious permission, allow- 
ing them to wage war against fellow Muslims 
(thus selling the captives to slavery), who were 
allegedly “heretic.” According to various sources, 
practices of slavery still exist in Sudan, as well as 
other Muslim countries. 

However, Islam could also be perceived as 
restrictive in its economic attitude. Islam bans the 
practice of interest, leaving creditors without 
much incentive to lend money. In the modern 
period, a solution to this problem was found in 
the form of the establishment of Islamic banks, 
which follow interpretations to the laws of Islam 
and which allow some arrangements (such as 
commissions) of lending without “real” interest. 

Another limitation is placed on the sale of 
land. Properties belonging to the Waqf (religious 
consecration) could not be sold or mortgaged, and 
the profits from the asset could not be redirected 
to other means than the original purpose (e.g,, if 
someone donated the property to a school that 
no longer exists). Following the need to reform 
the landowning system, the Waqf properties were 
nationalized, thus releasing them to the market, 
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Trade in slaves, gold, and salt brought great wealth to the kingdom of Mali, linking the Arab-Muslim civilization of North Africa and the native 
cultures of sub-Saharan Africa. The ancient city of Timbuktu (seen here in an 1830 engraving) was a hub of trade and Islamic culture. 


(Archives Charmet/Bridgeman Art Library) 


by governments in Turkey (1924), Egypt (1952- 
1957), and other countries. 

The early Arabs had a strong commitment to 
trade and bargaining. The rise of Islam did not 
change, nor did it seek to change, the centrality 
of trade and commerce to the Arab way of life. 
On the contrary, the establishment of commer- 
cial law, the expansion of property rights for 
women, the prohibition of fraud, the call for the 
establishment of clear standards of weights and 
measures, and the uncompromising defense of 
property rights (even while calling for a greater 
responsibility for alleviating the plight of the poor 
and needy) pushed the Islamic civilization to the 
front of the world’s economic stage and made the 
Muslim world the defining force in international 
trade for over 800 years. 


Tamar Gablinger 


See also: Buddhism; Christianity; Missionaries; Slavery. 
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IVORY 


Dentine material of elephant, extinct mam- 
moth, hippopotamus, walrus, narwhal, and 
sperm whale tusks. 


Ivory’s texture, firmness, and white color was ap- 
pealing to the carver and consumer alike and was 
believed to have healing and magical properties. 
From the archaic to modern periods, ivory was 
carved into various luxury and semiluxury items. 

Ivory of the ancient world derived from Afri- 
can, Indian, and Asian elephants. Egypt, the chief 
exporter of ivory in the classical period, was sup- 
plied with ivory through trade and tribute col- 
lection from North Africa through Libya and East 
Africa by way of the Nile and the Red Sea. Dur- 
ing the Hellenistic and Roman periods, Egypt re- 
exported ivory to much of the Greco-Roman 
world of the Mediterranean through the port of 
Alexandria. Indian ivory was also imported to the 
Mediterranean during these periods. Less com- 
mon was Hippopotamus ivory, which came from 
the upper Nile and Syria-Palestine. 

The ivory trade and production was greatly 
influenced by the political changes in late antiq- 
uity/early Middle Ages. From the late sixth to the 
mid-tenth centuries, little ivory was worked in 
Byzantium and the Christian Mediterranean, in 
general. This “Dark Age” of ivory production oc- 


curred because of the extinction of the North Af- 
rican elephant, the Persian and then Arab seizure 
of Roman African provinces, and the closing of 
the Red Sea route, which supplied the Mediter- 
ranean with Indian ivory. This hiatus in ivory 
working ended with a major revival in the ivory 
trade that spanned the middle Byzantine period 
(from the mid-tenth to the late eleventh/early 
twelfth centuries). In contrast, ivory was widely 
used in the medieval Muslim world from Spain 
to central Asia. Basra was a key market for el- 
ephant ivory, which probably came there by sea 
from Hindustan and Cambodia. As in the classi- 
cal period, Africa was the largest supplier for the 
lands of Islam. Since only male Indian elephants 
bore tusks and they were smaller in size, African 
ivory was exported to Persia, the Far East, and 
even India during the Middle Ages. 

Trade of walrus, narwhal, sperm whale, and 
extinct mammoth (“fresh” or petrified) tusks be- 
came common by the tenth century throughout 
much of Eurasia. Ivory of these animals was ex- 
ported to central Asia and Liao China (916-1125) 
from arctic and subarctic European Russia and Si- 
beria by way of Rus’, Volga Bulgar, and Kyrgyz 
middlemen. In later centuries, Russia became a 
key exporter of the so-called fish-teeth, or north- 
ern ivory, of various types throughout Eurasia: it 
has been estimated that over the last 300 years, 
tusks of at least 45,000 Russian mammoths had 


Ivory’s texture, firmness, and color made it an ideal material for artists, as this Inuit carving of a walrus tusk presented to President William 
Taft in the early twentieth century indicates. A major export commodity until the late twentieth century, trade in ivory has fallen into disrepute 
in recent years because of its devastating effect on elephant herds in Africa, which served as a major source of the substance. 

(Library of Congress) 


been traded. With the colonization of the North 
Atlantic by the Vikings at the turn of the eleventh 
century, Greenland and Canadian walrus ivory 
became a common import to Scandinavia and 
western Europe and lasted until the mid-1350s, 
when the colonies declined and ceased to exist. 

Throughout the nineteenth and into the late 
twentieth century, ivory was derived primarily 
through the hunting of African elephants. The 
legal and illegal trade in ivory escalated through- 
out the 1980s as African elephant herds were deci- 
mated due to mass slaughter by poachers. 
Between 1979 and 1989, an estimated 700,000 el- 
ephants were killed for ivory, endangering the 
elephant populations of Africa. 

In early 1989, the United States, Canada, Eu- 
rope, Australia, and other countries banned the 
importation of ivory due to pressure from conser- 
vation and environmental groups. Later that year, 
at a meeting of the Convention on International 
Trade in Endangered Species (CITES), African el- 
ephants were added to the endangered species list 
(Asian elephants had been added in 1975), ban- 
ning the legal ivory trade in over 140 countries and 
effectively curbing elephant poaching, though not 
stopping it completely. A one-time exclusion was 
granted by CITES to Namibia, Zimbabwe, and 
Botswana in 1997 to allow one experimental ex- 
portation of ivory to Japan, which took place in 
1999. CITES members voted to continue the ban 
in 2004 after Namibia applied for permission to 
export 2,000 kilograms of ivory annually. Even so, 
illegal poaching continues in Africa and elephant 
herds remain endangered. 


Roman K. Kovalev 


See also: Indian Ocean Trade; Mediterranean Sea; Roman 
Empire. 
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IVORY COAST OF AFRICA 


A geographic region on the west African coast 
and since 1960 an independent republic, Cote 
d’ Ivoire. 


The Portuguese named the Ivory Coast in the fif- 
teenth century because of the enormous amounts 
of ivory used in the area. Like many other Euro- 
pean explorers of the fifteenth century, the Por- 
tuguese were fascinated by the supposed wealth 
of Africa. Other European marine forces followed 
the Portuguese in the search for the treasures of 
Africa. 

This Eurocentric name concentrates on the 
main export of the region and remained the name 
of the French colony and later of the independent 
state of Céte d'Ivoire. Similarly, other regions in 
West Africa were named “Gold Coast” (the area 
that consists of contemporary Ghana and was also 
the British colonial name of the region), “Slave 
Coast” (an area that includes parts of modern-day 
Nigeria, as well as Benin and Togo), and “Grain 
Coast” (contemporary Liberia). Indeed, trade re- 
lations with coastal West Africa were set early in 
the fifteenth century by the Portuguese, and re- 
volved around gold, ivory, and spices. However, 
from the sixteenth century onward, the chief de- 
mand was for slaves. 

The area of the Ivory Coast was inhabited by 
different groups, some of which (notably the 
Mandé, the Kru, and the Akan) wandered to the 
area—which was outside the influence of the me- 
dieval Mali and Ashanti kingdoms—in search of 
gold and cola nuts for the trans-Saharan trade, as 
early as the sixteenth century. 


KINGDOMS 


Monarchical structures of regimes began to ap- 
pear by the mid-eighteenth century. Five promi- 
nent kingdoms dominated the area of the Ivory 
Coast. Four kingdoms were founded by Akans: 
Abron, Baulé, and the Anyi kingdoms of Indénié 
and Sanwi. The Jola and the Senufo established 
another kingdom: the Kong kingdom. 

The kingdoms’ economies were based mainly 
on agriculture (among the products were maize, 
plantains, bananas, pineapples, limes, pepper, and 
cotton), but they also maintained trade relations 
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Until a late 1999 coup, Céte d'Ivoire was West Africa’s most stable and prosperous country, as revealed in this busy 1959 market scene in 
Agboville. It remains the world’s largest exporter of cocoa. (Library of Congress/Photo Information, Ivory Coast) 


northward, considering themselves the southern- 
most outreach of the Saharan trade. Unlike ma- 
jor centers of trade, the kingdoms were isolated 
from influences of northern cultures. However, 
to the north of the kingdoms, the Hausa con- 
verted to Islam as early as the fourteenth or fif- 
teenth century (when Bontuku was supposedly 
founded), as a result of their connections with the 
Muslim empires of Sokoto (and earlier, with 
Timbuktu). The internal parts of the Ivory Coast 
region were a link between the trade in the Sokoto 
and Timbuktu areas and the internal, southern 
kingdoms, especially in cola nuts, but also in gold 
and other commodities. 

The geography of the region of the king- 
doms to the south consisted mainly of the dense 
woods and a treacherous coastline. Conse- 
quently, contact with the Europeans before the 


nineteenth century was also sporadic. In 1687, 
the French established a mission and a trade sta- 
tion in Assinie, which was the first European 
settlement in the region. During the seventeenth 
century, the French traded guns and other goods 
for gold and ivory. The trade in ivory proved 
itself profitable. However, the demand for ivory 
was so high that the population of elephants in 
the region was decimated and, with it, the trade 
in ivory. 

By the eighteenth century, the French aban- 
doned the outpost in Assinie. Trade in ivory was 
almost extinguished by the eighteenth century. 
For the French, the conditions on the coast, in- 
cluding endemic yellow fever in their settlements, 
prevented the foundation of a permanent settle- 
ment, and a decision to desert Assinie was made 
in 1704, while Grand Bassam was deserted in 1707. 


As a result, the Ivory Coast was little affected by 
the flourishing slave trade of the sixteenth to the 
eighteenth centuries. 

It was only after the slave trade became ille- 
gal, in the mid-nineteenth century, that the 
French decided to colonize Céte d’Ivoire. In 1842, 
the French signed a treaty with a few coastal 
groups, which enabled them to control Assinie 
and Grand Bassam. During the 1850s and 1860s, 
the French assumed to sign trade treaties with 
local leaders, sometimes by coercion or deceit, 
which ensured the French control on the posts 
and provided for trade privileges, in return for 
annual payments to the local rulers of the coast 
area. Despite their unwillingness to adhere to the 
agreements, the French maintained them to 
strengthen their control on West Africa, because 
of the rivalry with the British for control of the 
region. However, after the Franco-Prussian War 
(1871), the bankrupted France gave a European 
merchant, Arthur Verdier, control over the area 
of Grand Bassam, in the hope of maintaining fu- 
ture control of the area. 

The success of economic activity along the 
coast motivated European interest in the interior, 
especially along the Niger and the Senegal Riv- 
ers. In the case of France, private individuals, like 
Verdier, were central to the trend and made inde- 
pendent policy decisions without direct interven- 
tion from Paris. While expanding his businesses 
on the coastline, Verdier sent a delegation to ex- 
plore the Niger River basin in 1887. The French 
government sent a similar delegation to the inte- 
rior the same year. The two delegations success- 
fully negotiated treaties (separately) with the 
dominant groups in the interior and in 1889 joined 
forces and declared the southern region a French 
protectorate. 


COLONIZATION 


In 1893, Cdte d’Ivoire was declared a French 
colony, and the political system was changed from 
a loose system of administration on different king- 
doms into a firmer, authoritarian style of regime. 
The French encountered difficulties in promot- 
ing their sovereignty, because of uprisings by the 
local population, especially the Boule. 

During the second half of the nineteenth cen- 
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tury, the settlements developed into small towns: 
Grand Bassam on the coast, Assinie in the east, 
and Grand Lahou, Sassandra and Tabu in the 
west. Grand Bassam in particular became the 
trade center of the colony, as well as the seat of 
the administration and judiciary. Modest means 
of transportation (a train) and dockland were 
built. 

In 1908, the French turned Grand Bassam into 
the main post of the colony. Abidjan, the present 
capital of Céte d'Ivoire (in the vicinity of Port 
Bouet, or Little Bassam), became the starting place 
for the trains heading for the rail to the palm oil 
and rubber-producing regions. Rubber and ma- 
hogany were exported from the colony, mostly 
to England. Further investment in the infrastruc- 
ture was carried out after World War I. 

Another main development was economic. By 
the end of the nineteenth century, the West Afri- 
can export transformed from a system based on 
slaves to one based on agricultural produce and 
minerals. The French designated Céte d'Ivoire 
(along with several other colonies) to provide 
France with cash crops. In the Ivory Coast, the 
beginning of the economic transformation was 
marked by the beginning of the cultivation of 
coffee (1909) and cocoa (1912), which would later 
become the chief export product of Céte d'Ivoire. 
Like the gold mines, coffee plantations were main- 
tained under European control through conces- 
sions and merchandise sold to European 
elements. 

In 1932, France united two colonies—Céte 
d'Ivoire and its northern neighbor, the colony of 
“Upper Volta” (today the independent republic 
of Burkina Faso). After World War II, infrastruc- 
ture and economy developed further, making the 
colony the most profitable for the French in West 
Africa. The territory was made part of the French 
Union in 1946. The northern border of the colony 
remained unsettled until the French established 
it in 1947 and separated Upper Volta from Céte 
d'Ivoire. In 1958, residents of Céte d’Ivoire voted 
to become an independent republic within the 
French Community (an organization that links 
France and its former colonies and which replaced 
the French Union). 

However, while maintaining their control 
over the population, the French colonial labor 
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policies, and the discrimination of local farmers 
in favor of European settlers, created bitterness 
and aggravated the natives, especially small-scale 
plantation cultivators. A movement for the aboli- 
tion of colonial labor recruitment policies, the 
African Agricultural Union, was founded in 1944, 
and it gradually became an anticolonial move- 
ment, although its original goals were to improve 
conditions under the colonial framework. 

The African Agricultural Union transformed 
itself into the Democratic Party of Céote d'Ivoire. 
Since those who constituted the founders of the 
party—the cultivators—have had an interest in 
maintaining good economic relations with France, 
even after Céte d’Ivoire was granted indepen- 
dence in 1960, its economy was still very much 
linked to that of France. Western coffee and ca- 
cao conglomerates upheld their control over the 
country’s economy, which became dependent on 
global prices for the two commodities. The inde- 
pendent Republic of Cote d’Ivoire, under the au- 


tocratic leadership of Félix Houphouét-Boigny, 
began its first steps as one of the richest nations 
in postindependent sub-Saharan Africa. However, 
much of the wealth remained in the hands of a 
relatively small elite group of small bourgeoisie 
and cultivators, and the administration is plagued 
with corruption. 


Tamar Gablinger 


See also: Cacao; Coffee; Slavery. 
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JADE 


A historically scarce natural resource of lim- 
ited normal distribution further enhanced in 
value when worked or carved into elaborate 
objects. 


Jade is chemically and visually variable within 
deposits, making it difficult to assign trade goods 
to their origin. Ancient and modern artisans of- 
ten imported jade and other greenstones from the 
same deposits interchangeably. Mineralogists 
identify jade as nephrite (actinolite or tremolite) 
or jadeite (which is more complex and variable 
chemically). Iron contributes to the green color 
in nephrite and the green or blue color of jadeite. 
Chrome provides an apple green color in jadeite. 

Although true jadeite is quite rare worldwide, 
nephrite and jadeite mixed with other chemicals 
are more common. True jadeite occurs in Califor- 
nia, Russia, Japan, Burma, and the Motagua River 
valley of Guatemala. Jadeite mixed with other 
chemicals is found in the Dominican Republic, 
Colombia, California, Canada, Corsica, Italy, and 
New Caledonia. Nephrite, but not jadeite, occurs 
in China, and there are other nephrite deposits 
elsewhere, including in Siberia. 

Prehistorically in Central America, the Olmec, 
Mayan, and Costa Rican elite used highly crafted, 
imported jadeite as jewelry, offerings, and ulti- 
mately grave goods to demarcate their high rank. 
Trade likely took place as gift and ritual exchange 
to develop and maintain foreign relations, al- 
though long-distance traders, perhaps at the be- 
hest of the elite, sometimes included jade in their 
cargos. Jade was likely traded from mines along 
the Motagua River area of Guatemala. Olmec jade 
artifacts were traded to the Mayan area and to 
Costa Rica. Jade was a favored trade good for roy- 


alty of the Mayan civilization. The largest Mayan 
jade object is a nine-pound carved head of the 
Sun god Kinich Ahau found in a burial tomb at 
Altun Ha, Belize. 

The ancient Chinese regarded jade as a sym- 
bol of immortality, wealth, and virtue, valuing it 
higher than gold or silver. Until recently, most 
Chinese nephrite was obtained from the Xinjiang 
region of China. Not until the eighteenth century 
were other sources used, notably jadeite mines 
in Burma and nephrite from Siberia. From early 
use of jade beads in Neolithic burials to more 
elaborate figurines, zoomorphic pendants, and 
other objects of later Shang, Zhou, and Han Chi- 
nese dynasties, jade was traded over long dis- 
tances. Foreign trade in jade reached its height 
during the Tang dynasty (618-907 c.k.), because 
of military control and improvement of transpor- 
tation, with the reopening of the Silk Road, which 
dated to the Han dynasty. 

The allure of jade continues because of its scar- 
city as a resource and difficulty to manufacture. 
Private companies export jade from British Colum- 
bia, Canada, to Asia for manufacture into figurines 
that are reimported for sale. Collectors have long 
desired jade artifacts. Antiquities traded both le- 
gally and illegally often fetch high prices. The 
UNESCO Convention on the Means of Prohibit- 
ing and Preventing the Illicit Import, Export, and 
Transfer of Ownership of Cultural Property, which 
the United States signed in 1982, restricts the im- 


port and export of jade. 
Heather McKillop 


See also: Archaeology; Art; China; Chinese Dynasties; Gold; 
Illegal Trade; Mayan Civilization; Silk Road; Silver. 
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JEWS 


Jews became important to trade and com- 
merce in early medieval times due to the role 
they played in facilitating trade relationships 
between Christian and non-Christian lands. 


In antiquity, Jewish Palestine had a strategic loca- 
tion on the trade routes from Egypt and Arabia. 
The establishment of the monarchy pushed Pal- 
estine toward direct participation in external com- 
merce. The rule of King Solomon (ca. 930-ca. 970 
B.C.E.) Was especially prosperous. His fleet regu- 
larly voyaged to Ophir, bringing back gold, sil- 
ver, rare woods, and ivory. From Lebanon came 
imports of wood, and from Egypt came linen, 
chariots, and horses. Palestine’s exports to Egypt 
included spices, balm, myrrh, honey, and al- 
monds. Solomon’s alliance with Tyre allowed ex- 
ports of wheat and oil into Tyre in return for 
materials and labor used in Solomon’s building 
projects. The political turmoil that followed after 
Solomon’s death caused this prosperous era to 
come to an end, and after many political upheav- 
als over the next several centuries the Jewish 
people came to be scattered throughout the 
known world. 

During the time of the Roman empire, Jew- 
ish Palestine remained essentially rural, its eco- 
nomic activity consisting of exportation of surplus 
agricultural products such as wheat, barley, dates, 
figs, oil, and wine. Imports included Italian fur- 
niture, Corinthian candlesticks, and Edomite vin- 


egar. It was during this era that Jews in the many 
diaspora settlements began to play a larger part 
in economic activities. Though most lived in pov- 
erty, a select few were able to take advantage of 
the opportunities afforded them. Jews in Alexan- 
dria, for example, became major players in trade, 
controlling exports in papyrus, wheat, and dates. 
By the second century, diasporic Jews were play- 
ing a large part in eastern trade, by both sea and 
land. They had established themselves in areas 
such as the Malabar Coast of India and played an 
important role in the overland caravan silk traffic 
from China to Europe. 

From early medieval times, the Jewish people 
were important in economic activity because of 
their ability to travel between Christian and non- 
Christian lands without arousing suspicion. The 
enmity between these lands gave Jews the op- 
portunity to serve as middlemen. Charlemagne 
saw this potential and allowed Jews much free- 
dom during his rule in the eighth century. Jewish 
merchants of Byzantium were highly involved, 
with both the East and the West. By the mid-ninth 
century, Jews in France carried cargoes of slaves, 
brocades, and furs from France’s southern ports 
to various destinations in eastern Europe. Some 
went as far as India and China, returning with 
many Eastern products, including musk, aloe, 
wood, camphor, and cinnamon. The Jews in 
Spain, under Muslim rule, experienced what 
many have termed their “golden age” during this 
era, participating in all areas of commerce, includ- 
ing trade. 

One damaging factor for the Jews in this era 
of trade was the breakdown of Arab unity. The 
Christian lands no longer saw the Islamic world 
as a large threat, and therefore direct trade rela- 
tions had begun between the two, thereby push- 
ing the Jewish middleman out of the picture. By 
the eleventh century, heavy competition from Ital- 
ian merchants forced the Jews out of maritime 
trade in the Mediterranean. In addition, the on- 
set of the Crusades ushered in an era of increased 
religious intolerance, bringing an end to Jewish 
economic freedom. 

It was during the Middle Ages that a money 
economy developed in medieval Europe. The 
expansion into new territories as a result of the 
Crusades created a need for a new economic sys- 


tem. The Catholic Church, however, saw usury 
as morally repulsive, and in 1274 the pope offi- 
cially condemned the lending of funds for profit. 
At the same time, the formation of exclusive 
Christian merchant guilds began to force Jews out 
of trade. It was the Jews, outside of the church’s 
jurisdiction, who stepped into the necessary role 
of moneylender. As a result, stereotypes arose of 
the Jew as ruthless and money-hungry, and 
people blamed them for economic problems. Sev- 
eral large-scale massacres and expulsions took 
place during these centuries: Jews were expelled 
from England in 1290, France in 1306 and 1394, 
Austria in 1420, and Spain in 1492, among other 
areas. 

During the age of mercantilism, Jews gradu- 
ally began reassimilating into the economies of 
western Europe, and by the beginning of the 
eighteenth century Jews found their economic 
roles increasing in importance. The Jewish com- 
munity of Amsterdam serves as an example of 
this growing importance. Amsterdam Jewry 
played a large role in Amsterdam’s dominance 
of the trade industry during the seventeenth cen- 
tury. Their commercial ties were numerous. Trade 
with North Africa provided grain, wax, almonds, 
figs, and cork. Dutch Jews also maintained of- 
fices in German ports, where they traded in co- 
lonial products. They were also important in both 
Asian and New World trade, their main areas of 
involvement being silken textiles, sugar refining, 
diamond cutting, and tobacco blending. It was 
the Amsterdam Jewry’s contacts with Cochin that 
helped the Dutch East India Company to form 
its monopoly on pepper. Jews also settled in the 
New World—many of the Jews who were ex- 
pelled from Portugal in the late fifteenth century 
found success in Brazil as part of the sugar in- 
dustry. A number of Jews owned large sugar 
plantations worked by African slaves and natives. 
The Portuguese soon expelled them from Brazil, 
and many went to other New World areas such 
as the Caribbean islands, continuing sugar pro- 
duction there. 

The turbulent history of the Jews continued. 
Beginning in the early twentieth century, Jews 
began immigrating in large numbers to the United 
States, because of both the culture of persecution 
they experienced in their respective countries and 
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the low cost of travel. Economic conditions in the 
United States at the time were favorable, and 
Jews were able to attain success mostly as manual 
labor. They soon came to constitute the largest 
and wealthiest Jewish population in the world, 
providing support to co-religionists in other 
countries. 

The State of Israel was established in 1948 and 
recognized by many countries. Israel’s economy 
is an advanced market economy. Its imports in- 
clude grains, crude oil, raw materials, and mili- 
tary equipment. Exports include cut diamonds, 
high-technology equipment, and agricultural 
products. 


Krystal Hopkins 


See also: Religion; Roman Empire; World War II. 
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JOINT-STOCK COMPANIES 


The need for capital in foreign trade during 
the age of exploration led to the creation of 
joint-stock companies. 


The growth and expansion of commerce in Eu- 
rope during the age of exploration and settlement 
in the New World created problems that required 
the adaptation of business organizations neces- 
sary to meet the developing conditions. The joint- 
stock company was created to provide the 
required capital for large-scale enterprises and 
skilled management. 

The discovery of new trade routes and the 
opening of direct trade by sea between Europe 
and other parts of the world, mainly in the sev- 
enteenth century, led to new problems that mer- 
chants had not previously encountered. Foreign 
trade, along with mining and shipbuilding, posed 
the biggest problems for businessmen. The open- 
ing of all-water trade routes enabled European 
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merchants to make direct contact with markets 
and raw materials all over the world. However, 
the enormous trading opportunities resulting 
from these new territorial discoveries were not 
taken advantage of by most European merchants. 
Few were able to “single-handedly” profit from 
such developments in the new commercial age. 

The developing needs of business in foreign 
trade led to the creation of the joint-stock com- 
pany. The joint-stock company and its later de- 
velopment, the corporation, were examples of 
modern business institutions. Joint-stock compa- 
nies addressed the needs of large-scale business 
in three ways. First, the new trading opportuni- 
ties involved more risk of loss than previous ven- 
tures. Despite the prospects of greater profits, the 
potential danger of losing ships at sea along with 
the threat of piracy required more investors be 
involved. Few merchants who were able to raise 
the necessary capital to prepare a ship for a long 
journey could afford to lose all they had. The 
joint-stock company addressed this worry by 
splitting up the capital invested in a trading ven- 
ture. The total risk of a venture could thus be 
shared by many stockholders. Second, the need 
to raise large amounts of capital was met by sell- 
ing shares of stock. Thousands of Europeans par- 
ticipated by purchasing shares that they could 
afford to buy and thereby invest in the venture. 
Third, adequate and unified management, de- 
spite ownership of the business being scattered 
among many stockholders, was achieved by 
management policies being determined by a 
majority vote of the shares. The joint-stock com- 
pany made management a professional function 
separate from ownership. 

Historically, joint-stock companies did not fare 
very well over the long term. The English South 
Sea Bubble and the French Mississippi Bubble 
(both in 1720) were financial disasters that typi- 
fied the nature of such speculative ventures and 
subsequently led to restrictions on the privileges 
of incorporation and slowed the growth of cor- 
porate enterprise. The oldest joint-stock company 
was chartered in 1555 in England to trade with 
Russia. The Muscovy Company was given a trade 
monopoly by the Russian tsar and English king. 
It survived for more than a century, but fell vic- 
tim to Dutch competition and uncertain condi- 


tions in Russia. The most successful joint-stock 
companies were the East India Companies char- 
tered in England in 1600 and Holland in 1602. The 
Dutch company was a permanent joint-stock 
company from the beginning, whereas the En- 
glish company was organized for single voyages 
until 1657, when the stock was made permanent. 
Both companies became the wealthiest of their 
day. The British East India Company continued 
to rule until 1858, and until 1833 it had exclusive 
trading rights in India. Chartered in 1670, the 
Hudson’s Bay Company, which conducted busi- 
ness in Canada, was another prominent joint- 
stock company organized during the Commercial 
Revolution. Some others, though far less success- 
ful, were the Levant Company, the African Com- 
pany, the Mines Royal, and the South Sea 
Company. What enabled many of them to sur- 
vive was government support rather than corpo- 
rate investment. 

American colonization expanded with the 
assistance of commercial companies—joint-stock 
ventures. The London Company and the Ply- 
mouth Company were chartered in 1606. The first 
attempt of the Plymouth Company in what is now 
Maine was a failure. The London Company’s 
colonization of Jamestown, Virginia, eventually 
succeeded despite great financial losses to the 
company. Crown support to trading companies 
was the primary factor in the growth of the Ameri- 
can colonies throughout the seventeenth and 
eighteenth centuries. With the creation of the 
United States, the development of big business 
occurred in the late nineteenth century. Although 
the United States had many merchants, it had no 
desire for large joint-stock trading companies. The 
mechanization of industry and saturation of mar- 
kets resulting from the post—Civil War Industrial 
Revolution led to the rise of big business in the 
American economy. 

Although sole proprietorship was the best 
kind of arrangement for the merchant manufac- 
turer, businessmen who focused on commerce 
and trade required so much capital that it was 
necessary for them to find other forms of busi- 
ness organization. The discovery of sixteenth- and 
seventeenth-century trade routes during the era of 
the Commercial Revolution resulted in the creation 
of the joint-stock company. Although joint-stock 


enterprises represented a spectacular development 
in the organization of business enterprise in the 
modern era, they had compiled “a dreary record 
of failure.” The family firm and partnership con- 
tinued to dominate trade and industry well into 
the nineteenth century. 


Charles FE. Howlett 


See also: British Empire; Mercantilism; United States. 


BIBLIOGRAPHY 

Bowden, Witt, Michael Karpovich, and A.P Usher. Economic 
History of Europe since 1750. New York: American Book, 1937. 

Heaton, Herbert. Economic History of Europe. New York: 
Harper, 1948. 

Hexter, J.H., Richard Pipes, and Anthony Molho. Europe Since 
1500. New York: Harper and Row, 1971. 

Nettles, Curtis P “British Mercantilism and the Economic 
Development of the Thirteen Colonies.” Journal of Eco- 
nomic History 12 (Spring 1952): 105-141. 

Patton, Robert D. The American Economy. Chicago: Scott, 
Foresman, 1953. 


JUDAISM 


Oldest monotheistic religion that encourages 
trade and commerce. 


Judaism and its normative code of conduct in 
business had a great impact on trade and com- 
merce, not only within Jewish circles but also on 
the trade norms in the Christian and Muslim 
worlds. Jewish commercial values are prominent 
in modern culture as they were in the ancient 
world and have a tremendous effect on legal and 
ethical thought regarding trade. 


JEWISH LAW 


Jewish religious laws, the Halacha, set a compre- 
hensive and far-reaching normative system regard- 
ing trade. The Halacha itself is based on the Torah, 
and on its later elaborations in the Talmud (the oral 
tradition), in Maimonides’ Mishnah Torah (1168), in 
Joseph Karo’s Shulchan ‘aruch (1565), and in count- 
less legal decisions handed down by Jewish authori- 
ties. This set of sources also relies strongly on a 
common legal tradition and is therefore flexible and 
changeable with new innovations and practices. 
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Both the Torah and later sources, such as the 
Talmud, detail the expected business norms and 
conduct. The Torah contains (according to Jew- 
ish belief) 613 precepts—many of which discuss 
the required business conduct. The Jewish civil 
code is described in the Talmud (which expli- 
cates the Torah) and contains information on 
business relationships and ethics, contracts, and 
disputes. 

However, unlike many other religious legal 
codes, Jewish ruling on business is dynamic, and 
changes to the rules of conduct are made to ap- 
ply the Halachic rules to the modern settings. The 
businessman and the arbitors are expected to go 
beyond the dry legal requirements and lean to- 
ward justice, charity, and righteousness, always 
following “the way of the pious.” Selfishness and 
adherence to the law in cases of deprivation are 
recoiled from in Jewish law. Moreover, the sepa- 
ration between the laymen and the religious au- 
thorities was not so distinguished in Judaism 
—most commentators who shaped the legal cul- 
ture had lay professions. 

The Jewish religious and legal culture does 
not negate business and commerce. Conse- 
quently, the acquisition of wealth through legal 
earnings is viewed positively, so long as the riches 
are used to assist the poor, the needy, and the 
stranger. Business ethics, therefore, are an impor- 
tant basis of Jewish legal and cultural traditions, 
giving clear importance to the relationships be- 
tween individuals as to the relationships between 
individuals and God. The righteousness of busi- 
ness conduct is illustrated in many legal cases 
described in the Talmud. 

The Jewish approach to justice and righteous- 
ness is also reflected in the treatment of employ- 
ees. In the biblical period, slavery was legitimate 
but subject to the direction “You shall not rule over 
him through rigorous labor.” Jewish law details 
many rights of employees and slaves, including 
that of limited work hours and timely wages. In 
the case of slaves, an option to be released was 
offered every seven years, and the employer was 
expected to care for the basic needs of the released 
slave and not release him or her empty-handed. 
A property owner was expected to take care of 
and leave part of his yield to the “stranger, the 
orphan, and the widow.” This extrapolates to 
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Legally and socially confined to ghettoes in eastern Europe, Jew- 
ish merchants, like this stationer in Vilna, Russia, in the early twen- 
tieth century, operated on the margins of national economies. 
Poverty and discrimination forced many to immigrate to the United 
States during this period. (Library of Congress) 


comprehensive treatment of the stranger in the 
society. 

The Bible contains many references to trade 
and its principles. Some refer to the ethical con- 
duct expected from the trader and compare it 
to the conduct of merchants. Others describe 
the central role of trade in the daily lives of the 
ancient period. For example, the Bible describes 
how the Hebrew kingdom sought to increase 
its influence using trade, including through in- 
teractions with foreign peoples such as the 
Canaanites and the Phoenicians. Under the rule 
of King Solomon (tenth century B.c.£.), Hebrews 
invested in continental and maritime trade— 
between Egypt and Phoenicia, as well as in 
maritime routes to Arabia and East Africa. How- 
ever, since the collapse of the kingdoms in the 


sixth century B.c.£., Jews traded under non- 
Jewish regimes because of the exile enforced by 
the conquering regimes of their land that led 
them to immigrate and carry their merchant 
culture with them into their exile. Life in the 
Diaspora shaped many Jewish commercial tra- 
ditions, as Jewish culture remained dynamic. 
Above all, Jewish communities, a marginalized 
minority in a larger gentile population, devel- 
oped trade relations with other Jewish commu- 
nities to survive. 

Jewish culture possessed several unique 
characteristics that made it preferable for devel- 
oping trade relations. Jews maintained trading 
skills, multilingual knowledge, and important 
connections. Jewish trader communities were 
founded in various parts of the world—espe- 
cially in Europe and in the Middle East. How- 
ever, their trade skills and the persecution they 
suffered also brought Jews to relatively remote 
destinations. 


ANTI-SEMITISM 


Anti-Semitism played a major role in the choice 
of many Jews to engage in trade. After the stabili- 
zation of the guilds’ feudal system in Europe, 
landowning, membership in craftsmen guilds, as 
well as many other occupations were prohibited 
to Jews, leaving trade as one of the only fields 
from which they were not prohibited. A common 
principle in the persecution of Jews sometimes 
became a boycott on trade with Jews or a ban on 
the entrance of Jews to certain trade guilds and 
later to associations and unions. 

Involvement in money lending, which was 
banned by the Catholic Church (until the fifteenth 
century) was relatively widespread. Anti-Semitic 
accusations of usury were frequent. The anti- 
Semitic symbol of the Jew as a salesman, banker, 
or moneylender, as depicted, for example, in Wil- 
liam Shakespeare’s The Merchant of Venice, was 
popular and remained in the popular culture long 
after Jews were allowed in work in other occupa- 
tions. However, in reality most Jews of the Middle 
Ages were poor and did not engage in money 
lending or trade. 

The involvement in trade also had demo- 


graphic consequences for the Jewish communities, 
as Jews settled mainly in places that were trade 
centers or ports. Like other immigrant diasporas 
(such as that of the Armenians), the formation of 
the Jewish Diaspora and the persecution of Jews 
created wide-reaching trade networks all over 
Eurasia and later on in the Americas. Jewish trade 
networks played a major role in the development 
of commerce. After the expulsion of Jews from 
Spain and Portugal (1492), Sephardic communi- 
ties grew in various parts of Europe and under 
the Ottoman empire, especially in North Africa, 
Turkey, Palestine, and the Balkans. Those who 
settled in exile brought with them their trade con- 
nections with the Iberian Peninsula as well as 
other trade centers. 

Jews immigrated to the North American colo- 
nies in hopes of avoiding the persecution that 
they encountered in Europe, especially in Spain 
and Portugal during the sixteenth century. Jews 
from the Iberian Peninsula were among the first 
immigrants to the Americas, where they estab- 
lished trade networks reaching from New York 
to Brazil as early as the late 1640s. 

The ability of Jews to trade freely depended on 
the different attitudes toward them of the regimes 
under which they lived. While some, like the Ot- 
tomans, invited Jews to their territory—realizing 
that their trade links would benefit the economy— 
others persecuted Jews and prevented them from 
engaging in trade. For example, in the late eigh- 
teenth century Dutch authorities rejected demands 
made by Christian diamond merchants to form a 
diamond merchant's guild that excluded Jews 
(partly because of the dominance of Jews in the 
diamond commerce). 


EMANCIPATION 


The emancipation of Jews in the late eighteenth 
century (e.g., in the French Revolution) gave 
them equal rights as citizens, but did not elimi- 
nate anti-Semitic prejudice. Jews were targeted 
as subversive agents opposed to the new col- 
lective—the nation. During the nineteenth cen- 
tury, persecution and hatred of Jews became 
more widespread in Europe and America. The 
anti-Semitic wave in Europe culminated in the 
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rise to power in 1932 of a racist, anti-Semitic 
party in Germany, the National Socialist Work- 
ers’ Party. 

The rise to power in Germany of the National 
Socialists (Nazis), and later of sympathetic regimes 
in other countries, worsened the situation. One 
of the first steps was setting limits on choice of 
profession and prohibition of trade with Jews. 
Later steps included the Nazi “Final Solution,” the 
plan to annihilate the Jews, which resulted in the 
murder of 6 million Jews. 

However, even in the post-1945 atmosphere 
Jews are discriminated against, especially in 
Middle Eastern countries, and their freedom of 
movement as merchants, among other rights, is 
hindered. 


Tamar Gablinger 


See also: Silk Road; Songhay Empire. 
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JUTE 


Made from the fibers of Corchorus capsularis 
and Corchorus olitorius, two species of plants 
that grow throughout India, but flourish in the 
Ganges and Brahmaputra River Deltas. 


Jute has been woven since ancient times into 
coarse rope, burlap sacks, and, in modern times, 
as a backing fiber for things such as rugs and li- 
noleum. Both C. capsularis and C. olitorius grow 
in wetlands to a height of ten feet. The stems are 
cut, soaked, beaten, dried, and then spun into 
useful fibers. Although jute historically has been 
occasionally mixed with other fibers to make 
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A main source of fiber and a major export commodity, jute has 
been grown since ancient times for use in ropes, bags, and rugs. 
Here, workers manufacture jute coffee bags in Mexico in the early 
twentieth century. (Library of Congress) 


paper, its strength is unsuited for the weaving of 
fine cloth. It remains, however, one of the world’s 
cheapest fibers. 

Knowledge of jute was limited to Asian mar- 
kets until fairly recently. As late as 1792, the Brit- 
ish East India Company was still investigating its 
uses in India for possible export as a substitute 


for rope and cloth made from hemp (Cannabis sa- 
tiva), but most of the pre-1800 trade was in gun- 
nysacks woven in India. The distribution of jute 
products followed the extensive Indian Ocean 
routes into which European colonial powers 
tapped in the sixteenth and seventeenth centu- 
ries. James Watt Jr., however, was instrumental in 
successfully having jute fibers industrially spun 
into usable threads in the 1830s in Dundee, Scot- 
land, after which jute manufacturing soared, es- 
pecially in the production of rugs, industrial sacks, 
and cordage of all kinds. 

By the middle of the nineteenth century, large 
amounts of raw jute were being imported from 
India to Britain by British companies, spun and 
woven into sacks, bailing, and rope in mechanized 
factories, and then reexported around the world 
as a finished product. Industrialization of produc- 
tion was slowly introduced into India during 
British colonial times, but picked up after inde- 
pendence in 1948. The Indian subcontinent, and 
Bangladesh in particular, still produces most of 
the world’s raw jute. Calcutta is the main distri- 
bution center. 


Fabio Lopez-Lazaro 
See also: British Empire; India. 
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KEYNES, JOHN MAYNARD 


A leading twentieth-century British economist, 
who dealt with issues such as deficit spending 
and balance of payments between nations. 


John Maynard Keynes’s views on trade and the 
importance of the balance of trade and payments 
changed over the course of his career, as mani- 
fested in his academic and polemical tracts and 
policy pronouncements. The two major influ- 
ences on his views were the Ricardian- 
Marshallian approach, advocating free trade and 
comparative advantage, and the Malthusian ap- 
proach, advocating expansion of “effective de- 
mand,” which in his view would, in turn, bring 
about an expansion of world trade. The former 
approach is reflected in Keynes’s Economic Conse- 
quences of the Peace (1919), in which he advocated 
free trade as a panacea for the economic ills of 
Europe following World War I, as he believed that 
only free trade would lead to economic growth. 

Indeed, at the time Keynes pressed for what 
he called a “free-trade union,” within the con- 
text of the Treaty of Versailles, that, however, did 
not materialize. Keynes advocated this as he re- 
alized that for Germany to be able to meet repa- 
rations payments, it would be necessary to allow 
German access to European resources so as to 
enable it to increase productive capacity; and 
that this could only come about if the treaty al- 
lowed the creation of free trade between Ger- 
many and the Allies in coal and iron ore. It was 
only after the consequences of the lack of such 
an arrangement, and World War II, that a Euro- 
pean Coal and Steel Community, which became 
the cornerstone of the Common Market and 
European Union, emerged. 

At times, however, Keynes was ambivalent 
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regarding the efficacy of free trade, especially 
when he considered the British situation. Indeed, 
ina series of polemic articles on “national self suf- 
ficiency” in the 1920s, he advocated import tar- 
iffs and export subsidies to improve the United 
Kingdom’s balance of trade and payments. 

Over the course of the late 1920s and 1930s, 
his views changed. He adopted the notion of “ef- 
fective demand,” which he attributed to Thomas 
Robert Malthus, and asserted that international 
coordination and stimulation of effective demand 
in the industrial countries would revive their for- 
eign trade and ensure growth of world trade as a 
whole. He made forceful statements on the issue 
not only in his major theoretical contribution, The 
General Theory of Employment, Interest, and Money 
(1936), but also in his policy advice to the British 
and American governments. For example, in a 
May 1936 statement, communicated by Henry 
Wallace, then the secretary of agriculture, to 
Franklin D. Roosevelt, Keynes said that “if the 
industrial nations all set to work to increase their 
domestic demand, they would soon have a re- 
vival in their foreign trade without having to 
worry about it.” 

Keynes’s penultimate approach to the issues 
appeared in his 1946 Economic Journal paper on the 
problem of the U.S. balance of payments, published 
posthumously, in which he synthesized the 
Ricardian-Marshallian and Malthusian-Keynesian 
approaches. He advocated a policy mix of “classi- 
cal” and “modern medicine,” so as to bring about, 
in the “long run,” a tendency “toward equilibrium,” 
as he put it, and ultimately deal with problems in 
the balance of trade and balance of payments of 
the United States and other countries. 


Warren Young 
See also: World War II. 
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KHAN, GENGHIS 
(1162-1229) 


A Mongol emperor and military leader who 
founded the Mongol empire and promoted 
trade with Europe. 


Originally named Temuchin and born into a Mon- 
gol clan decimated by enemy raiding and prema- 
ture death, Genghis Khan restored his family’s 
prestige and following by raiding against the 
Tatars and organizing his growing following to 
serve as mercenaries for the Jin empire in China. 
Genghis slowly constructed a great army com- 
posed of the various nomadic tribes of the steppe, 
either by making alliances with them or by con- 
quering them, until in 1206 the Mongols and their 
vassal tribes named him their “King of Kings” at 
the Great Council. He then launched attacks 
against the Jin empire, perfecting techniques of 
siege warfare against walled cities and accumu- 
lating captives, supplies, and intelligence from the 
world that bordered the steppes. 

Although the Mongol campaigns were incred- 
ibly ruthless and destructive, the damage was not 
random or capricious. Resistance by an enemy was 
met by total annihilation, but surrendering regions 
were carefully managed, with trade preserved and 
skilled craftsmen singled out for Mongol control. 
The Mongols patrolled the Silk Road and used the 
Kwarezm Shah’s inability to control banditry as a 
pretext for invading his lands and seizing the trade 
cities of Bukhara and Samarkand as Mongol pos- 
sessions. In 1223, the Mongols moved northwest 
into the trade cities of the Rus’, capturing Kiev and 
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Known for their prowess on the battlefield, the Mongols—led by 
Genghis Khan, shown here in a fourteenth-century European manu- 
script—helped consolidate political power in Central Asia, encour- 
aging trade between Europe and Asia. (The ArtArchive/Bodleian Library Oxford/ 
The Bodleian Library) 


installing Mongol tax collectors and advisors to the 
surviving Rus’ princes, insisting that the Rus’ re- 
form their system of royal inheritance to avoid civil 
war and ensure order. 

Advised by a captured Confucian scholar who 
became his personal secretary, Genghis oversaw 
the construction of a Mongol civil service, the main- 
tenance of efficient postal routes (called yam) for 
government messages, and the codification of 
Mongol law—the Yasa. At his death in 1229, 
Genghis left his sons the foundations of a great 
empire stretching from China to eastern Europe. 
The Mongols, as advised by their great leader, cul- 
tivated trade between their subjects, oversaw a 
sophisticated internal passport system and 
intelligence-gathering network using Muslim and 
Chinese merchants, and placed a high value on 
the safety of the major trade routes from rival no- 
madic tribes and bandits. Genghis and his succes- 
sors encouraged the embassies of west Europeans 
like the Polo family, and the efficient infrastructure 
of their vast empire cut the transit time from China 
to the Mediterranean substantially, allowing the 
flow of both luxury trade goods and less desirable 
travelers, like the bubonic plague. 

Margaret Sankey 


See also: Mongol Invasions; Polo, Marco; Silk Road. 
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KHAZAR EMPIRE 


A country in southeastern Europe that existed 
from the 650s until the 960s. 


The Khazar empire encompassed a vast land that 
served asa center for world trade and was regarded 
as a major political power by its contemporary 
neighbors. Its inhabitants consisted of diverse eth- 
nic, linguistic, and religious groups. The ruling 
Khazar tribe, the members of which converted to 
Judaism in the ninth century, included semi- 
nomads, farmers, fishermen, crafters, and mer- 
chants. The empire had many workshops 
throughout the country that manufactured a wide 
range of products both for internal and external use. 
The Khazar empire exercised control over ma- 
jor navigable rivers, including the Volga, Don, 
Dnieper, and Seversky Donets, and bordered the 
Caspian and Black Seas. Khazaria’s important trad- 
ing cities included Sarkel on the Don, Khazaran on 
the Volga (next to the Khazar capital city, Atil), and 
Tamatarkha (modern-day Tmutorokan) on the 
Taman peninsula near the Black Sea. A number of 
caravanserais existed in the empire. Khazaria con- 
nected to the north-south Silver Road (which 
stretched from the Baltic Sea to the Arab caliphate) 
and to the east-west Silk Road trade routes, which 
both enjoyed significant commercial traffic. Over- 
land trade routes connected Khazaria with other 
major Eurasian cities, including Kiev, Baghdad, 
Gurganj, and Kath in Khwarazm, and Bulgar in 
Volga Bulgaria. Sea routes linked Khazaria with 
Constantinople in the Byzantine empire and with 
port cities in the south Caucasus and Persia. 
Those who came to Khazaria to trade included 
Arabs, Chinese, Ghuzz Turks, Alans, Scandinavian 
Rus’ (Vikings), and Jews called Radhanites. Import- 
ers paid a tariff of 10 percent of the value of traded 
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goods to the Khazar king. According to the anony- 
mous tenth-century Persian work Hudud al-Alam, 
maritime customs duties represented the largest 
source of revenue for the Khazar government. Sec- 
ondary sources included taxes collected from land 
traders and tribute collected from subject kings and 
tribes. Goods imported into Khazaria included 
candle wax, honey, pottery, silver wares, pendants, 
weapons, scabbards, fur, and silk and cotton cloth- 
ing. Notable foreign specialty imports included an 
ivory elephant chess piece from Asia, a Byzantine 
bone comb, a Siberian iron hook, Chinese mirrors, 
Central Asian bronze buckles, and paper from 
Samarkand in Central Asia. Coins came to Khazaria 
from the Byzantine empire, China, Persia, and the 
Abbasid and Umayyad caliphates. 

Goods exported from Khazaria to other coun- 
tries included isinglass (sturgeon glue), fish, pot- 
tery, silver and gold wares, jewelry, mirrors, 
spears, leather belts, and wine stored in amphoras. 
Khazaria also supplied slaves, cows, and sheep. 
Several types of furs from Khazaria were known 
as khazari in Arabic countries. Slavic and Finnic 
tribes in Russia employed Khazarian goods in 
common use. 

Trading activity in Khazaria peaked during 
the eighth and ninth centuries, after which it de- 
clined and was largely superseded by trade 
through Volga Bulgaria and Kievan Rus’. 


Kevin Alan Brook 
See also: Goths; Volga Bulgaria. 
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KILWA 


Ancient African city that operated as a major 
slave trading port. 


Over time, three Kilwas existed on the eastern 
coast of Africa with the oldest being Kilwa 
Kisiwani, which was located on a small island off 
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the coast, the twelfth- to nineteenth-century city 
of Kilwa Kivinje, and Kilwa Masoko of the twen- 
tieth century to the present. 

The ancient city of Kilwa Kisiwani was the city 
King Solomon supposedly traded with for gold 
for his temple. Little archeological evidence re- 
mains of ancient Kilwa because of the erosion of 
the soil caused by the annual monsoons. 

The city of Kilwa Kivinje operated as a major 
slave-trading center. Caravans brought slaves 
from the Lake Nyasa region to Kilwa. At the 
height of the slave trade, more than 20,000 slaves 
a year passed through Kilwa. In addition to slaves, 
merchants in Kilwa traded gold, silver, and pearls 
for perfumes, jewelry from India, as well as Arab, 
Chinese, and Indian pottery. Goods from the in- 
terior of Africa that were traded with Arab mer- 
chants also included ivory, iron, copper, rhino 
horns, and coconuts. The inhabitants of Kilwa 
grew cotton that they traded for goods. Local rul- 
ers, of which there were many who were eco- 
nomically linked, levied a tariff on foreign 
merchants that helped increase their wealth. 

From the twelfth century until the beginning 
of the sixteenth century, an Arab sultan, who en- 
couraged the development of trade with the rest 
of the Arab world and India, ruled Kilwa. In 1505, 
the Portuguese arrived at Kilwa and threatened 
to take the city by force. The Portuguese were in- 
tent on controlling the wealth of the city and 
managed to do so until 1512, when the Arabs lib- 
erated Kilwa. The Arab rulers then forced mer- 
chants to restrict their trade with other Arab and 
Indian merchants and prohibited trade with Eu- 
ropeans. The prosperity of the city declined rap- 
idly and was never restored to its former 
greatness. During the nineteenth century, the 
French and the Germans vied for power over 
Kilwa, but by 1840 they had abandoned the re- 
gion. 

The present-day Kilwa operates only as a lo- 
cal market where fruits and vegetables are ex- 
changed. The ruins of the ancient cities attract 
some tourists to the region, but trade remains 
minimal. 


Cynthia Clark Northrup 


See also: Africa. 
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KIPLING, RUDYARD 
(1865-1936) 


An English novelist and poet who rallied popu- 
lar support for the British imperial system. 


Born in Bombay, India, in 1865, Rudyard Kipling 
is perhaps best known for his novels about India, 
notably The Jungle Books (1894-1895) and Kim 
(1901). However, Kipling also represented one of 
the most strident and articulate voices to speak 
in favor of British colonialism. 

The son of a Bombay schoolteacher, Rudyard 
Kipling spent his early childhood in India but was 
soon sent to England to receive an education. He 
graduated from public school in 1882 and re- 
turned to India to work first as an assistant editor 
for the Civil and Military Gazette and later as a cor- 
respondent for Pioneer. It was this journalistic 
training, learning to write in a compact, economi- 
cal style, with an emphasis on the short-story 
medium that provided Kipling with the ability to 
capture the public imagination. After receiving 
critical success in England for several poems and 
stories written while he resided in India, Kipling 
returned to London in 1889 to pursue his writing 
full time. 

Scholars and critics are in substantial disagree- 
ment as to when Kipling’s virulent imperialism 
began, but it is certainly evident in the poem “The 
English Flag” (1891), as well as in “The Song of the 
English” (1893), where he writes: 


Fair is our lot—O goodly is our heritage! 

(Humble ye, my people, and be fearful in your mirth!) 

For the Lord our God Most High 

He hath made the deep as dry, 

He hath smote for us a pathway to the ends of all the 
Earth! 


Rudyard Kipling promoted the idea that a benevolent British em- 
pire led to global peace, trade, and prosperity in his poetry and 
stories. (Library of Congress) 


Throughout the 1890s, Kipling’s work increas- 
ingly reflected this positive view of British impe- 
rialism, culminating in “The White Man’s Burden” 
(1899). This poem, alternately praised and con- 
demned, represented the pinnacle of Kipling’s 
writing on the subject, and its influence extended 
across the Atlantic to find a welcome audience 
among those who supported the U.S. capture of 
the Philippines and other territories from Spain. 
Although Kipling’s verse is laced with warnings 
to imperial powers on the high costs of colonial 
aggrandizement, the substance of the work re- 
flects the “glory and the trust of empire” as ex- 
emplified by Benjamin Disraeli. The burden of the 
European, according to Kipling, was to 


Take up the White Man’s burden— 
Send forth the best ye breed— 

Go bind your sons to exile 

To serve your captives’ need; 

To wait in heavy harness, 

On fluttered folk and wild— 

Your new-caught, sullen peoples, 
Half-devil and half-child. 

And bear the hatred and blame 

of these “silent, sullen peoples” 
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Kipling’s star, and that of the British empire, 
began to fall in the same year that “White Man’s 
Burden” was published. The Boer War, which be- 
gan in 1899, had disastrous consequences for Brit- 
ain. In spite of Britain’s victory, the war exposed 
the weakness of the army, demonstrated the fail- 
ure of social reforms by the evident ill health of 
British recruits, and carried an enormous finan- 
cial price tag. British public opinion began to turn 
away from the jingoistic sentiment that glorified 
the empire and Britain’s right to rule foreign 
peoples, and Kipling’s popularity suffered. Al- 
though his prolificacy did not dissipate, his im- 
pact certainly did. 

The author of over seventy-five books of prose 
and poetry, Kipling, for a decade, represented the 
high point of British imperial sentiment and 
emerged as its most articulate and forceful spokes- 
man. His influence was great both at home and 
abroad, and in the case of the United States, at least, 
his writings were seized on by those in favor of 
American expansion and used to prop up this side 
of a bitterly debated policy. Kipling continued to 
write until his death, and if many of his works re- 
tained the vivid, and often spectacular qualities of 
his earlier work, he was more often than not re- 
garded as the voice of an increasingly anachronis- 
tic and naive point of view where foreign affairs 


were concerned. 
Jefferson T: Dillman 


See also: British Empire; Imperialism. 
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KNIGHTS TEMPLARS 


A Christian military order founded after the 
First Crusade. 


Following the successful completion of the First 
Crusade in the early twelfth century, a Christian 
religious order of men knownas the Poor Fellow- 
Soldiers of Christ and the Temple of Solomon was 
founded in 1118 by a French knight named Hugh 
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KNIGHTS TEMPLARS 


A major force in the Crusades to conquer the Holy Land for Chris- 
tianity in the Middle Ages and organizers of an early banking sys- 
tem in Europe, the military order known as the Knights Templar fell 
into disrepute after the Holy Land was reconquered by the Mus- 
lims. Here, Philippe le Bel, the king of France, orders the burning 
of leading Knights Templar in Paris in 1314. 

(Mary Evans Picture Library) 


de Payens and several of his companions in 
Jerusalem to protect the many Christian pilgrims 
making their way to the Holy Land. Later known 
as the Knights Templar, or Templars, the men who 
joined the new order were both soldiers who 
formed a standing army for the Frankish king- 
doms in the Middle East and monks who took 
vows of poverty, chastity, and obedience. The 
main headquarters of the Templars was a forti- 
fied monastery on the Dome of the Rock in Jerusa- 
lem. The order established similar outposts for 
military training and religious formation at places 
such as Haifa, Beirut, and Sidon. For 200 years, 
the Templars defended the roads, guarded the 
Holy Sepulcher, and participated in the remain- 
ing Crusades alongside such leaders as Richard 
the Lion-Hearted, the Holy Roman emperor 
Frederick I (Barbarossa), and King Louis IX of 
France. The Templars also joined the Crusades 


against the Albigensians in southern France and 
the Moors in Spain. 

The Knights Templar won wide support from 
the Catholic clergy and people alike for their mili- 
tary power and religious devotion during the 
Crusades. Bernard of Clairvaux wrote the rule for 
the order in 1128, while Pope Innocent II placed 
them under his direct authority in 1139. Kings, 
noblemen, and merchants granted them profit- 
able estates throughout Europe that included 
farmland, castles, and livestock. People of every 
class from the wealthiest to the poorest made 
donations to the many fortified monasteries or 
“temples” that the order built in the West. Many 
Templars never left Europe, but instead spent 
their lives working on the donated land owned 
by their order to supply the food, arms, equip- 
ment, horses, and clothing needed by the 300 to 
500 knights stationed in the Middle East. 


ORGANIZATION AND 
STRUCTURE 


The Templars organized themselves into three 
separate classes known as knights, sergeants, and 
priests. The knights were drawn from the nobility 
and wore white robes to distinguish themselves 
from the other classes. They came to the order al- 
ready fully trained and equipped for battle. They 
gave up all their property on entering the order 
and could only leave if they promised to join an- 
other order with more stringent rules. The ser- 
geants were mounted men who were usually 
drawn from the wealthy middle class. They were 
each granted two horses on entering the order and 
wore black or brown robes to distinguish their sta- 
tus. The sergeants were called “brothers” and acted 
as guards, stewards, or squires for the knights. The 
priests served as chaplains for the knights and ser- 
geants and were bound to the order for life. They 
wore green robes and gloves at all times to keep 
their hands pure for the sacraments. As educated 
men, the priests also acted as secretaries who kept 
records and wrote letters on behalf of the order. 
After the Second Crusade, the Templars were given 
the right to wear a red cross on their robes. 

The order developed an effective military or- 
ganization that influenced the development of 
armies in Europe for centuries to come. 


The leader of the order was known as the 
grand master. While his power over his fellow 
Templars was not absolute, his decisions were 
rarely questioned. He acted as the commander 
in chief of the order and was expected to be a 
fearless military leader. Many of the twenty-three 
men who served as the grand master of the 
Templars died in battle or as prisoners of the 
Muslims. The marshal aided the grand master in 
battle by acting as the field commander. The sen- 
eschal served as the chief officer of the grand 
master, while the treasurer oversaw the finances 
of the order. The draper acted as the quartermas- 
ter and was responsible for securing and main- 
taining the weapons, clothing, and equipment. 
An officer called the turcpoler commanded the 
light cavalry. The Templars are credited with de- 
veloping a swifter cavalry than commonly used 
in medieval European warfare to act as advance 
scouts, forage for supplies, and pursue fleeing 
soldiers on the battlefield. 


BANKING 


Known for their trustworthiness as well as for 
their courage in battle, the Templars soon devel- 
oped an early banking system for the Christian 
West. Many kings and noblemen deposited their 
wealth in gold, silver, and jewels in the order’s 
castles throughout Europe before heading to the 
Crusades themselves. King Philip Augustus left 
the entire French national treasury at the Temple 
in Paris before embarking on the Third Crusade. 
Eventually, many noblemen, church officials, and 
wealthy merchants who were not planning to join 
the Crusades also left their treasures with the 
Templars for safekeeping. There could be no bet- 
ter place to hide wealth than in the order’s forts 
with their high thick walls and heavily guarded 
entrances. 

While the Templars were not allowed to 
charge interest on the wealth deposited in their 
castles, they were able to charge fees for holding 
and guarding the treasures. They also made loans 
and collected fees as part of the transaction. The 
Templars made their first loan in 1149 when they 
granted a large sum of money to King Louis VII 
of France when the national treasury was bank- 
rupt. The most famous Templar loan was made a 
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hundred years later when the grand master of 
the order agreed to pay 30,000 livres to help ran- 
som King Louis IX from the sultan of Egypt, who 
had captured the French king in battle. The 
Templars made even greater profits from their vast 
holdings in western Europe. Money poured into 
their temples from fees on their many estates and 
from the tithes that the pope allowed them to 
charge. They also ran successful export businesses, 
with the most profitable one being in England, 
where they dominated the wool trade. 

As long as the Crusades continued, few were 
willing to question or confront the growing power 
and wealth of the Templars. But after the fall of 
Acre in 1291, the Templars and all other military 
orders gradually returned to Europe, where they 
were criticized for failing to protect Jerusalem. The 
Knights Hospitaller found a new role for them- 
selves fighting Muslim pirates on the Mediterra- 
nean, while the Teutonic Knights settled along the 
Baltic Sea and fought the Slavs. The Templars now 
led by Grand Master Jacques de Molay contem- 
plated returning to their headquarters in Paris and 
possibly even laying plans for another Crusade. 
Before the Templars could decide on the best di- 
rection for their order, King Philip IV of France 
decided to destroy them. Desperate for money, 
the king hoped to wrest control of the order’s 
holdings for himself and his bankrupt nation, as 
the yearly income of the Templars was four times 
greater than his own. Philip began a public cam- 
paign of slander against the order and accused 
the Templars of heresy, idolatry, and immorality. 


DISPUTES WITH THE 
CATHOLIC CHURCH 


In 1307, King Philip asked Pope Clement V to in- 
vestigate the Templars. When the pope agreed to 
begin proceedings against the order, Philip promptly 
arrested all the Templars in France and sent royal 
officers to confiscate their holdings. He hoped that 
Pope Clement would destroy the order throughout 
all of Europe. Instead, the pope determined that 
individual Templars would be tried in their own 
nation, while a council of the Catholic Church would 
investigate the order as a whole. The Templars were 
found innocent in England, Ireland, Scotland, 
Castile, Aragon, and the German kingdoms. They 
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were found guilty only in France and areas under 
French control, such as Provence and Naples. Many 
of the French Templars had been brutally tortured 
into confessing their guilt. 

Despite the pressure placed on them by the 
pope, the members of the church council investi- 
gating the Templars declared in December 1311 
that the charges against the order were un- 
founded. Ignoring the decision of his own coun- 
cil, Pope Clement V suppressed the order in the 
spring of 1312 and declared that he would decide 
what was to be done with the Templars and their 
property. Philip in turn ignored the pope’s rul- 
ing and ordered the execution of Molay and sev- 
eral of the order’s high officials. They were 
burned at the stake in front of the Cathedral of 
Notre Dame in Paris on March 18, 1314, declaring 
their innocence against all charges until the end. 
According to legend, Molay placed a curse on both 
the king and the pope by declaring that they 
would both be dead within the year. 

While he had destroyed the Templars, King 
Philip was less successful in winning the order’s 
wealth for himself and his nation. The pope de- 
cided to turn the holdings of the Templars over to 
the Knights Hospitaller. King Philip was able to 
wina considerable settlement from the Hospitallers 
by claiming the Templars owed him money. How- 
ever, his victory was short lived, for he died within 
the year along with Pope Clement as predicted in 
the legendary curse of the last grand master of the 


Templars. 
Mary Stockwell 


See also: Crusades. 
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KUSH (CUSH) 


An ancient Nubian kingdom located between 
the third and the fourth cataract of the Nile 
River in the upper Sudan. 


The kingdom of Kush (called Nubia in the Middle 
Ages) was the transshipment point for goods ex- 


changed from Central and South Africa to ancient 
Egyptians and the Arabs throughout the Middle 
East. Nubia engaged in trade with Egypt and at 
times the two kingdoms vied for power. The 
Egyptians called the region “nub,” which meant 
“gold.” Nubian merchants from Kush traded gold, 
ivory, slaves, precious metals, and exotic feathers 
with the Egyptians. After the Egyptian dynasty 
weakened in the eighth century B.c.£., the 
Nubians, which had been a colony of Egypt, at- 
tacked Egypt and by 712 B.c.z. ruled the ancient 
kingdom of the pharaohs. After the Assyrians 
pushed the Nubians out of Egypt and sacked their 
capital at Kerma, they established a second capi- 
tal at Napata in the southern Sudan. 

The Nubians lived in relative peace until an 
assault by a combined Egyptian-Greek force oc- 
curred in 591 B.c.£., when the capital of Napata 
was sacked. The Nubians then moved their capi- 
tal to Meroé. The new kingdom, located between 
the fifth and sixth cataracts, combined Egyptian, 
Greek, and African cultures that lasted for another 
thousand years. During Alexander the Great's 
rule of Egypt, the Nubian kingdom coexisted with 
the Egyptians. Trade continued between Ethio- 
pia and Egypt through the ancient kingdom of 
Kush. When the Roman empire assumed control 
over the Mediterranean Sea and Egypt, Julius 
Caesar sent a Roman legion to capture the king- 
dom. The Nubian army resisted the Roman army, 
and a truce was negotiated with Rome. 

The prosperity of ancient Nubia had rested 
on trade as well as on the development of iron 
processing. The destruction of the soil and the in- 
ability to produce enough food for the popula- 
tion weakened the once powerful nation. In 350 
c.E., Ethiopia conquered Nubia. 


Cynthia Clark Northrup 
See also: Egypt, Ancient; Roman Empire. 
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L 


LABOR 


Manual work that produces manufactured, 
handmade, or agricultural products. 


Labor, like work, should be seen as a socially con- 
structed category. In spite of the importance of 
economic and linguistic terms in denoting what 
constitutes work, the social context and defining 
worldview are very basic. In this sense, labor and 
its nature may be seen as affected by social cir- 
cumstance and the meaning or interpretation of 
the activity by those concerned. It is, however, 
important to realize that whereas a distinction can 
be made between work and nonwork or leisure, 
labor can be used to cover mental and physical 
activities undertaken both as leisure and work. 
But it is also imperative to state that the accom- 
plishment of tasks that labor involves is essentially 
economic and/or socially useful. 

This fact is especially important in the con- 
temporary world, where a difference is often as- 
sumed between exertions or activities geared 
toward economic profit and those driven by other 
less economic but often more socially useful goals. 
Therefore, an apt conceptualization of labor may 
be achieved by extending its boundaries and avoid- 
ing the limitations imposed by precision and 
specificity, since the forms of labor vary across and 
among cultures and societies. In this case, ac- 
counts of traditional societies would reveal the 
irrelevance of economic or monetary incentives 
in a cashless economy where social obligations 
may determine engagement in labor (e.g., kins- 
men getting together to help one of them erect a 
new dwelling unit). Also, even in so-called indus- 
trial societies, there often exists a seamless web 
that embodies together what may be called work 
and nonwork activities. In other words, both may 
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be embodied in one process (a good example of 
this can be readily seen in the area of arts or work/ 
leisure of artists). 

Moreover, as has been demonstrated in the lit- 
erature, contemporary motives behind work or 
labor are a product of both Western civilization and 
the demands of industry and trade. In this sense, 
the motivation to work in order to fill time with 
productive or economic activities is a Western no- 
tion that differs from what prevails in traditional 
societies, where labor may be constricted by im- 
mediate needs. But this should not be miscon- 
strued as giving weight to the notion of the lazy 
native often found in Western accounts, in which 
the native or those from other cultures are seen as 
inherently lazy in terms of labor and work involve- 
ment. At the same time, this should not be seen as 
a denial of the difficulty faced by the labor force of 
so many developing societies in their transforma- 
tion from nonindustrial to industrial societies. The 
problems in such cases arise from adjusting to the 
strict separation between work and leisure, the 
geographical or spatial specificity of work venues, 
and the formalization of labor and economic ac- 
tivity in general. Therefore, labor as a concept can 
be seen as embodied in the rubric of work. The 
imperative of labor derives essentially from 
humanity’s need to work or indulge in some form 
of productive or objectively meaningful activity. 

Even though a distinction is often made be- 
tween work and labor, it is obvious that both are 
intertwined in contemporary life. On one hand, 
the definition of labor as a bodily activity designed 
to ensure the survival of the individual in which 
the results are consumed immediately would con- 
fine labor to the activities or work roles of blue- 
collar workers or manual laborers. On the other 
hand, work is broadly seen as an activity or effort 
undertaken with the individual’s hands, which 
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gives objectivity to the world. The utility of these 
definitions seems doubtful both from the point 
of view of history and even contemporary real- 
ity. At the semantic level, one wonders what the 
difference is between a bodily activity and an ac- 
tivity undertaken with hands. In other words, 
where does the body end and where does the 
hand begin independent of the body? Moreover, 
even the most rudimentary form of labor involves 
at least a minimum coordination between the 
brain and the body. 

For instance, the simple activity of shoveling 
sand into a truck cannot be effectively performed 
unless the brain-body coordination is intact, since 
efficiency depends on gauging the exact distance 
between the heap of sand and the truck as well 
as how to shovel the sand to minimize waste and 
conserve time. The main idea behind this distinc- 
tion between labor and work is that what obtained 
in the preindustrial era or the period of slave la- 
bor was labor, whereas what is predominantly 
done now is work. But even this thinking is his- 
torically flawed. 

In this sense, in many industrial societies of 
today’s world, many work-related activities gen- 
erate objects for immediate consumption, 
whereas in the simple hunting and gathering or 
traditional society some activities involving labor 
do not lead to immediate consumption. For ex- 
ample, the process of harvesting crops involves 
not only getting food for immediate consump- 
tion but, more crucially, setting aside something 
for the next season’s planting. It would appear 
that regardless of the differences that exist in the 
nature of activity undertaken, the part of 
anatomy used, or the need the activity serves, 
the structure of society has changed over time 
and affected the economic activity of humanity. 
Basically, what is seen as both labor and work in 
the previous distinction can be seen as tied up 
neatly with the question of fulfillment of needs 
or economic relevance. It is in this sense that an 
overlaboring of any perceived difference be- 
tween work and labor can only obfuscate reality. 
Therefore, labor can be seen rightly as embodied 
in work, and hence both concepts can be inter- 
changeably and integrally used, especially when 
there is nothing to be gained from a distinction 
between the two. 


In its contemporary sense, labor may be seen 
as engaging in a given occupation. However, this 
raises the problem of how to classify those who, 
even though they belong to a given occupational 
category, are not employed as such at the time in 
question. In this sense, there is the likelihood of 
separating the occupational status of the indi- 
vidual from his or her practice of that occupation. 
The use of the concept of labor can be traced his- 
torically to the emergence of slavery. The work of 
slaves or the drudgery of agriculture under the 
slave system was derogatively referred to as “la- 
bor.” Even work itself cannot boast of a more dig- 
nified origin. Work originally meant manual labor, 
which is undoubtedly the oldest form of work. 
Therefore, in medieval times, noblemen were 
those who were not bothered with work. No won- 
der the earliest dictionary definition of the word 
“gentleman” as one who did not have to work to 
earn a living. According to Keith Grint, avodah, the 
Hebrew word for “work,” has the same root as the 
word eved, meaning slavery; the Greeks had the 
words pono (painful activity), ergon (military or 
agricultural task), and techne (technique) for work. 
Therefore, work even in the original sense referred 
to physical or manual drudgery and was for the 
less fortunate members of society. In fact, the pre- 
vious relation makes the attempt to achieve a fine 
distinction between work and labor all the more 
pointless. The conceptualization of both labor and 
work along the lines of physical exertion were 
products of the eras of slavery and feudalism, 
when crude agriculture made manual labor un- 
avoidable. But these conceptions were eventually 
shattered or radicalized by the Industrial Revolu- 
tion. It was the Industrial Revolution that broke 
the tradition of landed gentry who depended on 
the labor of others for survival. 

In the understanding of labor, and particu- 
larly in the attempt to see why it had a not-too- 
noble beginning, the ideas of the early philosophers 
are important. Among these philosophers, 
Aristotle and Plato were instrumental in defin- 
ing labor as a vocation for lesser mortals. They 
disliked the laboring class since they believed 
that those who are dependent on others cannot 
be free to partake in political debates. In other 
words, labor undermined the political process 
in society. 


SLAVERY 


One of the earliest places where labor was used 
was in the area of agriculture. Indigenous agri- 
culture of whatever type relied entirely on hu- 
man brawn. However, this labor was grossly 
inefficient in terms of mass production or abil- 
ity to efficiently produce for the market. In other 
words, this form of labor was grossly inadequate 
in terms of meeting the economic demands of 
trade. This explains why the eras of feudalism 
in Europe and precolonialism in Africa were 
characterized by small-scale agriculture and a 
relatively rudimentary market economy that 
were severely limited by crude mechanization 
and lack of a well-defined and ungendered di- 
vision of labor. 

However, in the case of Africa, beyond these 
constraints the limitation of labor was sometimes 
seen by external observers as a reflection of lazi- 
ness. In this case, the picture of the lazy native or 
local who spends six days in a week drumming 
and dancing and the seventh for relaxation was 
created. This notion has its roots in the myth of 
“tropical abundance.” According to the myth, the 
native African was seen as occupying the natu- 
rally rich tropics that were endowed with food 
crops and fruits that grew in overflowing abun- 
dance and within easy reach. Because of this para- 
dise-like environment, the native African saw no 
challenge in labor. 

Related to this notion, though of a later ori- 
gin, is the idea of describing the labor supply of 
Africans with the backward bending supply 
curve in the immediate era of European contact 
and colonization. In this logic, given the limited 
wants of the African worker he would return to 
his village or cease further labor efforts once 
these needs were met. This idea was used to jus- 
tify not paying higher wages to the African colo- 
nial civil servant, since he would prefer to curtail 
rather than increase labor even if his wages kept 
increasing. Therefore, according to this logic, if 
the wage level increased beyond a certain level, 
the labor supply would begin to diminish. 

Needless to say, both of these notions were 
the result of a failure to comprehend the dynam- 
ics of the African labor process before contempo- 
rary times, of early ethnocentric scholarship, and 
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a natural reaction or interpretation of strange so- 
ciocultural and economic contexts. 

The Industrial Revolution put paid to slavery 
and slave labor just as the Mechanical Revolu- 
tion alongside it made human labor unattractive 
and dear when compared to machines. The le- 
gal abolition of the slave trade in Europe and 
America between 1803 and 1836 brought the fi- 
nal end to this form of exploitative labor, espe- 
cially after the passage of the Thirteenth 
Amendment to the U.S. Constitution in 1865. It 
was first abolished by Denmark in 1803, and 
Portugal abolished it in 1836. Britain, which could 
be considered a great slave power, abolished it 
in 1807. Before the abolitions, slavery had been 
a great source of labor, and previous civilizations 
before the Industrial Revolution were more or 
less built on it. 

West Africa was one of the most prominent 
sources of slave labor. To this end, slaves were 
taken from almost the whole of West Africa. Sla- 
very is significant in the treatment of labor not 
because of the great use to which it was put in 
building civilizations before the Industrial Revo- 
lution or its basic obnoxious nature but because 
of the drudgery it signified for labor. The per- 
ception of labor as drudgery, which persisted 
through the feudal era in Europe and even in 
the early Industrial Revolution, was a direct re- 
sult of the degrading use of slaves and labor 
gangs in those days. A good example of this deg- 
radation is the fact that a ton of a product like 
palm oil that came from the same geographic 
area had the same coastal price as one slave. In 
other words, one slave was valued as the equiva- 
lent (more or less) of a ton of palm oil. Slave la- 
bor was also boosted by the growth of what is 
called legitimate trade (trade in commodities and 
other goods apart from humans). The trade in- 
creased the demand for slaves within West Af- 
rica since export commodities such as palm oil 
were often produced and transported by slave 
labor. 

It is also crucial to point out that slavery, as a 
practice, was not a work-induced development 
per se. It was rather a trade development. In this 
sense, the trade in human beings was part of the 
blossoming commerce and mercantile link 
among Europe, America, and Africa. Therefore, 
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slaves, even though representing a watershed in 
labor history, were articles of trade. However, the 
trade in slavery is often distinguished from trade 
in other commodities. This distinction gave rise 
to the often-contested concept of legitimate 
trade—to indicate that one is referring to trade 
other than slavery. The trade nature of slavery is 
perhaps vividly captured in the fact that in West 
Africa, where slavery proliferated in the coastal 
towns that had the advantage of transportation 
routes (sea routes), there were prominent slave 
ports. The trade in slaves was the outcome of 
previous commercial links among Africa, Europe, 
and America. Actually, the trade between Africa 
and Europe goes backs to at least the fifteenth 
century. The early stages involved the exporta- 
tion of goods like ivory, pepper, beeswax, and a 
few slaves. However, the slave trade became 
dominant in the seventeenth century. This de- 
velopment can be traced to high demand for 
slave labor in North and South America as well 
as in the Caribbean. These slaves were needed 
for the production of sugar, cotton, and tobacco 
and for the mining of different minerals. 

The place of slavery and the slave trade in the 
evolution of labor as we know it today can be 
glimpsed from an observation by George Orwell. 
According to Orwell, civilization founded on sla- 
very lasted for as long as 4,000 years, even though 
no credit for or record of these slaves exists today. 
It would be stating the obvious to maintain that 
civilizations from the Greek to the Egyptian were 
built on the shoulders of unknown and degraded 
slaves. The labor that was seen as a derogatory 
preoccupation for slaves is today the cornerstone 
of socioeconomic life in the world. 


RELIGION AND LABOR 


Also instrumental in the development of labor 
and its rise from the concern of lesser mortals to a 
noble engagement was religion. Christianity, spe- 
cifically the Protestant version, was important in 
the promotion of labor. As has been reported by 
the sociologist Max Weber, capitalism received a 
boost from the Calvinists’ Protestant ethic, which 
saw work/labor as a route to salvation or a confir- 
mation of salvation (if one prospers in his or her 


chosen occupation or vocation). This notion, 
which gained acceptance as a result of the remark- 
able progress of the Calvinists in business, el- 
evated labor from a necessary engagement and 
preserve of largely the less privileged to a moral 
cum spiritual duty. Accounts regarding the role 
of religion vary, from the use of classical Chris- 
tianity to create a compliant slave population, to 
the use of Christianity as a soothing balm for in- 
equalities (that is, in the sense of the Marxian 
notion of religion as an opiate of the masses), to 
the accounts of the connivance between the po- 
litical authority and religion in perpetrating ex- 
ploitation (as classically epitomized in France 
before the revolution in 1789). But the fact remains 
that Weber’s account vividly captures the impact 
of a brand of religion on development of capital 
and labor. This fact also holds true in some early 
Islamic empires, where progress in trade was tied 
to or seen as a mark of divine favor. Such reli- 
gious beliefs were basic to the transformation of 
labor. 

Even after Weber, scholars and activists did 
much to make labor a moral duty for those who 
claim social responsibility. Thus, starting from 
Samuel Smile’s doctrine of “heaven helps those 
who help themselves,” to T. Carlyle’s Gospel of 
Work (1977) and other proponents of the Victo- 
rian work ethic, labor was projected as consistent 
with if not a sure measurement of morality and 
spirituality. But fundamental to the church’s in- 
volvement was the concern with trade. In spite of 
protestations to the contrary, the church was es- 
pecially prominent in the seventeenth and eigh- 
teenth centuries in areas with flourishing trade and 
commerce. Religion, as the Calvinists aptly 
showed, can engender a productive commerce 
mentality in its adherents. In Africa, for instance, it 
is axiomatic to state that colonialism was built on 
the brace of religion and trade. As a matter of fact, 
religion in most developing regions of the world 
followed the known routes of trade. It is in this 
sense that it is often argued that religion was a 
palliative in securing geographical posts for even- 
tual trading activities by colonial powers. Be that 
as it may, the religious doctrines are full of exhor- 
tations on how to be good merchants and how to 
cultivate proper commercial productive habits. 


In contemporary times, religion has also 
played a big role in our understanding and ap- 
preciation of labor and trade. Thus, modern reli- 
gion has also anchored on instilling commitment 
and devotion to labor among faithfuls. This reli- 
gious duty has been taken to new heights by the 
Pentecostal churches that preach the gospel of 
prosperity. For most of these relatively new 
churches, prosperity in one’s calling or occupa- 
tion is a sure indication of good spiritual living, a 
brand of gospel that has received a big boost from 
the labor or work-filled lives of Jesus and other 
New Testament prophets. Jesus provided what 
can be considered the ultimate example of the 
prominence of labor in human life when he 
shunned the worldly piety of the Pharisees and 
declared that the Sabbath was made for man and 
not the other way around. 


INDUSTRIAL REVOLUTION 


As already mentioned, it was the Industrial Revo- 
lution that radicalized the existing conception of 
labor or manual drudgery. The Industrial Revo- 
lution, which occurred in western Europe in the 
eighteenth century, radically transformed the 
productive relations of society as well as the mean- 
ing and nature of labor. 

There is controversy over whether the Indus- 
trial Revolution was the same phenomenon as 
the Mechanical Revolution. The fact is that the 
Mechanical Revolution and the Industrial Revo- 
lution, even though they took place during the 
same time period and influenced each other, 
were in essence different. In this sense, the Me- 
chanical Revolution arose out of the develop- 
ment and progress in organized science, which 
led to new inventions in agriculture and other 
areas of life. But the Industrial Revolution was 
more of a social and financial phenomenon. The 
Industrial Revolution was primarily motivated 
by the changing nature of trade and commerce 
brought about by the division of labor. In a sense, 
the Industrial Revolution put paid to the idea of 
gang labor, labor as drudgery, and the animali- 
zation of human labor—the use of man as a mere 
work animal (classically illustrated in the plow- 
ing of fields by a combination of men and oxen 
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or the use of men as sweating rowers in the gal- 
ley of a ship). In spite of the difference in nature 
between the Mechanical Revolution and the In- 
dustrial Revolution, the Industrial Revolution 
was reinforced and even driven by the Mechani- 
cal Revolution and the related social process of 
many people working together under a roof as 
a work unit or the factory system. In concrete 
terms, the Industrial Revolution turned the hu- 
man mind away from the ideas of slave and gang 
labor to the notions of mechanical power and 
the machine. 

The Industrial Revolution, unlike the Me- 
chanical Revolution that went on regardless of 
the consequences or changes it might produce, 
was affected by the constant changes in human 
and social realities occasioned by the Mechanical 
Revolution. The difference between the Industrial 
Revolution and the classic Roman Republic civi- 
lization was essentially in the character of labor 
and trade. The Industrial Revolution radicalized 
the prevailing conception of the nature and es- 
sence of labor. The process was aided by the rise 
of mass education. Continuous progress inevita- 
bly depended on an educated working popula- 
tion. The process was further aided by the spread 
of religion, which required enlightened adherents 
who would appreciate and spread the doctrine 
or belief. 

Therefore, the Industrial Revolution dis- 
carded the idea of labor as drudgery. The world 
before the Industrial Revolution was built essen- 
tially on the idea that everything depended on 
the sheer brute effort and muscle of the human 
being, the muscle of ignorant and exploited hu- 
man beings. In this situation, humanity in the cen- 
turies before the Industrial Revolution was 
engaged in purely mechanical drudgery or physi- 
cal labor. Against this background, the Industrial 
Revolution created a scenario in which human 
beings were no longer needed as a source of 
physical power, since what could be done manu- 
ally by a human being could be done faster and 
more efficiently by a machine. The human being 
now began to be seen as the supervisor of the 
process, who was needed where choice, decisions, 
and intelligence were required. The human be- 
ing was now needed as a thinking being and not 
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as a mechanical tool or chattel of the slave era. 
Hence, while previous civilization was built on 
cheap and exploited human labor, modern civi- 
lization was powered by mechanical devices 
under the control of men. The Industrial Revo- 
lution also necessitated the education of the la- 
bor force and the understanding of machines to 
bring about the industrial efficiency that was the 
greatest impetus to industrialization from both 
revolutions. The Mechanical Revolution also fa- 
cilitated improvements in transportation and in 
the production (by way of machines) of a larger 
quantity of goods. These improvements boosted 
trade and commerce and made trade a large-scale 
affair responding to the needs of an ever-grow- 
ing urban population. 

The Industrial Revolution also reinforced the 
emerging factory system of production. Factories 
per se were the products of the increasing division 
of labor in society even before the Industrial Revo- 
lution. The factory system is the core root of the 
industrial era and gave birth to the social transfor- 
mation associated with the industrial era. For 
Anugwom, the industrial life is a product of the 
factory system, both as a production and as an or- 
ganizational principle. Therefore, a highly special- 
ized division of labor as required by mechanization 
and the factory system is probably the most pri- 
mary and basic structural feature of industrial so- 
ciety. Weber sees a characteristic factory as 
organized workshops where nonhuman means of 
production are fully appropriated by an owner but 
workers are not, where there is an internal spe- 
cialization of functions, and where mechanical 
power and machines that must be tended are used. 

Definitely, the factory system benefited from 
the rise of mechanization. As a matter of fact, 
steam power provided the initial energy required 
by the factory. But more crucial for labor was that 
the factory brought many people together as 
workers and fostered some level of cooperative 
interaction among them; in the process, it gave 
vent to the articulation of common problems and 
values on which informal groups and later labor 
unions were built. Equally pertinent is that the 
factory, machines, and energy would have been 
unnecessary without a corresponding growth in 
the nature and volume of trade. Definitely, the 
two revolutions and the factory changed the face 


of the production of goods, but these changes 
were driven by the economic forces of improved 
trade and large-scale commerce. It is in this sense 
that the Industrial Revolution was a social and 
financial response to the era. 


MODERN LABOR PROCESS 


A critical point of departure in understanding la- 
bor in modernity is the idea of labor process. We 
owe much of what we know about labor process 
to the insightful contribution of Harry Braverman 
in Labor and Monopoly Capital. In this contribution, 
Braverman expounds the seminal idea of Karl 
Marx, that the main area for explaining conflict 
and control in society is the labor process. In this 
sense, the labor process refers to the place where 
commodities (goods) are constructed and devel- 
oped by a mixture of human labor and raw mate- 
rials. In other words, the derivation of the finished 
goods is through systematic utilization of human 
labor and raw materials. Needless to say, Marx 
saw the exploitative nature of the labor process 
under capitalism as a reason for its overthrow 
through a revolution anchored by the working 
class. 

Braverman’s ideas can be seen as a bold at- 
tempt to extend the frontiers originally set by 
Taylorism and the scientific management prin- 
ciples. Like Frederick W. Taylor, Braverman be- 
lieves that the contemporary labor process is built 
on the twin poles of control and achievement of 
maximum effort by workers for minimum reward. 
Thus, for Braverman the concerns are how to 
bring to the shop floor or factory the structurally 
determined cooperatives of managerial control, 
with the effects of this control on the workers 
themselves, and how to achieve monopoly capi- 
talism through the dynamic and immanent pro- 
cess of de-skilling and degradation. For 
Braverman, effective managerial control, which 
is essential for monopoly capitalism, can be 
achieved through extending the division of labor. 
This creates a distinction between the conception 
and execution of work and contributes to the gen- 
eral de-skilling of the workforce. The target in 
these efforts is to achieve not only higher pro- 
ductivity, but also a pliable labor force. In effect, 
Braverman ideally seeks the separation of the la- 


bor process from both the worker and the control 
of the worker. 

On the route to monopoly, capitalism, or a 
trade economy in which money determines the 
allocation of society’s valuables in a cash-and- 
carry manner, the conditions of work are further 
deteriorated. Labor is prevented from realizing 
this by a combination of higher wages and con- 
sumer-oriented lifestyles. Equally important in 
the Braverman scheme are the roles of science and 
technology, which function as tools of capitalism 
to replace labor and de-skill labor that is left. This 
implies that science and technology do not just 
aid modern production, but also reduce the rel- 
evance of labor and at the same time increase the 
control of management. The end point of the la- 
bor process as envisaged by Braverman is that 
with the aid of science and technology, the delu- 
sion of a better life, and the control of a strength- 
ened and stratified management, control is taken 
from the direct producers (labor) and reinvested 
after the fragmentation of the labor process, 
through de-skilling and managerial practice, un- 
der the control of management. 

In a nutshell, Braverman postulates a new 
kind of labor process and shop floor reality built 
from the original ideas of Taylor. In the new situ- 
ation, the labor process is wrestled away from la- 
bor and the control of labor, that is, the interaction 
between labor and capital cum other factors of 
production in the workplace is now determined 
and controlled by management, aided by science 
and technology, which together through de- 
skilling reduce the relevance of labor. It is in this 
process that monopoly capitalism emerges as the 
dominant order in society. 

However, like all ideal conceptions of reality, 
Braverman’s labor process notion fails to take 
cognizance of the dynamic nature of labor itself, 
the real meaning and impact of skill, and the con- 
sistent if not rapidly transforming contestations 
between labor and capital in modern society. The 
fact is that Braverman’s conception of early and 
precapitalist-era labor as skilled is flawed. In 
other words, skill these days emanates not from 
the craft conception of those days, but from the 
ability to manipulate the tools of science and 
technology. So, even if one concedes that the 
emergence of science and technology at the 
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workplace displaced the craft laborer, they en- 
gendered the emergence of a more adept labor. 
In a sense, the value of skill and what makes up 
skill are determined by trade or market realities 
in modern times. Moreover, skill per se has so- 
cial and historical connotations that affect what 
is seen as skilled or otherwise, when, and in what 
context. But what seals the coffin on Braverman’s 
idea of de-skilling is that if de-skilling were pos- 
sible as he and Taylor hypothesize, time would 
have left us with a huge mass of homogeneous 
de-skilled proletariats. The contrary reality is 
obvious today. 

However, Braverman, in spite of the volumi- 
nous criticisms of his ideas in literature, remains 
an important figure in the evolvement of the la- 
bor process and labor itself by implication. Just 
as Taylor opened our eyes ironically to the need 
for a well-run organization for production and 
the imperative of good management, Braverman 
calls attention to the challenges of technology and 
extreme managerial control over labor. The abil- 
ity of labor to survive and grow despite science 
and technology and even the ever-expanding 
control of management (in some industries) in- 
dicates the central place of human labor in life 
itself. 


LABOR ORGANIZATIONS 


Labor developed in the capitalist system of Eu- 
rope to tackle the challenge of capitalism, as it 
were. A significant form of this orientation is the 
concept of laborism. Laborism simply denotes 
the pursuit of reforms within the existing forms 
and methods of parliamentary government and 
collective bargaining. According to Alan Fox, this 
has been the dominant response of the working 
class in Britain to the challenges posed by capi- 
talism. Laborism or the adoption of this form of 
accommodation of capital by labor was born out 
of two factors. The first was the general rise in 
real living standards and workers’ quality of life. 
This both diminished the revolutionary impe- 
tus and gave hope that capitalism could give 
more economistic rewards or accommodate such 
if labor readily articulated a clear position. The 
success of the trade unions and the readiness of 
most employers to find accommodation with la- 
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bor greatly undermined the desire for control of 
the productive and political processes by labor. 

Second and crucial in undermining the revo- 
lutionary cause of labor is the generally hetero- 
geneous nature of the working class in many 
countries of the world. Heterogeneity by impli- 
cation fragments the working class and makes the 
formation of the solidarity needed for revolution 
impossible. 

Invariably, labor unions and organizations, 
while projecting and promoting the interests of 
labor, grew along the lines of the existing politi- 
cal and economic processes. In spite of project- 
ing an apparently contradictory worldview, labor 
ironically became structured by the existing 
framework of society and bureaucratized. This 
was not as a result of leadership betrayal, 
whether one thinks along the lines of Robert 
Michels’s oligarchy or Leon Trotsky’s scenario. 
In the former case, the labor union is depicted 
as being hijacked over time by the powerful 
members or leaders and in this case is soon 
enough routinized. In the latter case, Trotsky’s 
thesis suggests that all labor defeats or conversely 
lack of victory can be ascribed to the existence of 
traitors in the leadership rank. 

The fact is that the modern labor and trade 
union is more or less a product of the capitalist 
system. It is in this sense that Grint posits that 
trade unions are constructed through and reflec- 
tive of capitalism. He argues that the world of 
trade unions and the world of employment are 
not automatically or naturally conducive to class 
solidarity, but are more likely to boost the 
sectionalist and sectarian ideologies on which 
capitalism itself is built. The previous viewpoint, 
which is seen as more tenable especially in devel- 
oping countries or nations in transition, gives cre- 
dence to the earlier postulation by Antonio 
Gramsci that while trade unions may be socialist 
subjectively, they are objectively capitalist. In fact, 
the contemporary history and reality of labor con- 
firms this reality, that even though labor may ap- 
pear socialist or revolutionary and radical, it is in 
fact molded and informed by the dominant eco- 
nomic and political order of the society. This fact 
may equally explain the absence of a clear-cut 
revolutionary labor movement in contemporary 
society. However, the aligning of the labor move- 


ment with the dominant political and economic 
process has not reduced its ability to agitate for 
improving the conditions of life for its weaker 
members. It has also not deprived it of the 
strength for confronting inequalities in the sys- 
tem. But the nature of the labor movement as an 
organized collectivity places a limit on its radical 
posture. Even in Russia, where unions are seen 
as radical, the radicalism has been within the con- 
text of the prevalent societal reality. This tendency 
has been greater in the liberal parts of the world 
like Britain, where the drive is generally toward 
eform. Even where a political party emerges along 
the line of labor as in the case of the British Labour 
Party, the party has been geared toward reform- 
ist changes. 

The fact is that in spite of the reverse wave or 
influence of such working-class tendencies as syn- 
dicalism, guild socialism, and the Communist 
Party, they have been swallowed up or grossly 
marginalized by the preeminent position of 
laborism. In this sense, laborism has remained the 
consistent and dominant response of labor to the 
challenges of capitalism. (However, it would be 
revealing to see how laborism has remained domi- 
nant or what changes labor has witnessed in view 
of the intensification of capitalism as represented 
by globalization.) 

In spite of this, it seems pertinent to argue that 
even though the labor movement has a tendency 
to marginalize radical leadership, the aspirations 
represented by these radical members are often 
in consonance with those of the rank-and-file 
members. Thus, J. Zeitlin argues that trade union 
organizations are often so structured that radical 
local leaders are outside the boundary of national 
leadership, even though they are aligned more 
with the “real” and “larger” interests of the rank- 
and-file membership. Even though the nullity of 
local radical leadership emerging in control of the 
national leadership can be seen as partially reflec- 
tive of the inherent oligarchical control of labor, 
this fact is more a reflection of the political pro- 
cess that is mostly beyond the control of labor. In 
this case, in spite of the conflicting ideals between 
labor and capital, labor and capital are equally well 
aware of the need to maintain the production 
process. This is a fact that has been reinforced over 
time by the precarious economic condition of 


labor and the willingness of marginal members, 
who incidentally are in the majority, to seek ac- 
commodation with capital in order to stave off 
the threats of immediate privation and hunger. 
To see the value of this argument, one must un- 
derstand that the most successful of labor wars 
with capital have been those tied to the immedi- 
ate economic needs or conditions of labor, rather 
than those that hinged on facilitating the en- 
thronement of an ideal political and economic 
order, with all the adverse consequences of this 
on labor in the short run. 

The control of national labor leadership by the 
reformist elites is also enabled by the political 
leader, who see the reformist elites as more plli- 
able and amenable than the radicals. Thus, the 
state has a stake in the triumph of the reformist 
elites of labor. The triumph of the reformists en- 
sures the survival of laborism as a labor response 
and strategy toward capitalism. It is the desire of 
the state to achieve this end and to work toward 
the separation of industrial relations from the 
political process that promotes the collective bar- 
gaining practice. Collective bargaining easily be- 
comes an instrument for resolving conflicts in the 
productive process and achieves the dissociation 
of conflicts or tension between labor and capital. 
However, as Grint points out, this should not be 
conceived to mean that collective bargaining op- 
erates autonomous of political interest or exists 
“within the arena of equal parties” but, rather, that 
conflicts can be settled or dispersed before they 
escalate into political movements that may 
threaten the legitimacy of the state. The lack of 
collective bargaining seriously erodes laborism 
and engenders the adoption of more radical cum 
political tactics by labor. This actually accounts for 
the near-universalization of collective bargaining 
—an attempt by capitalism to cover its flanks and 
watch its back. 

Another major shift in the understanding of 
labor has been its conception as a social reality 
or a social phenomenon by disciplines other than 
economic. Thus, from the 1960s a predominantly 
economic concern like the labor market, for in- 
stance, drew the attention of sociologists and 
economic historians, following the influential 
work of John Harry Goldthorpe et al., who con- 
ducted an extensive interview project among the 
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Vauxhall factory workers in Luton, England. The 
result of this revealing study of labor was the 
emergence of the notion of labor segmentation. 
In other words, the postulation of Goldthorpe 
et al. drew attention to the need to examine the 
operation of relevant labor market(s) if one is to 
have an adequate insight and understanding of 
the determinants of both the priorities and ex- 
pectations of workers in any enterprise. These 
concerns were made all the more apparent by 
studies by Michael Mann and Robert Martin 
Blackburn. 

The concepts of “dual” and “segmented” la- 
bor markets were used to delineate a labor mar- 
ket structure that while appearing objective 
created subjective opportunities for some groups 
and denied others the same opportunities. In 
other words, low-quality employment opportu- 
nities or labor involvement were a permanent 
feature of labor market structures. More crucially, 
discriminatory recruitment policies were used to 
ensure that certain categories of employees were 
likely to fill them, as determined by sex, race, 
ethnicity, and social class. The inability of, for ex- 
ample, women and ethnic minorities to obtain 
better jobs did not really derive from their infe- 
rior skill or such other objective criteria, but from 
a discriminatory segmented labor market. 

Even though the segmentation of the labor 
market with the division it creates in labor ranks 
ultimately enhances the control over labor exer- 
cised by the employer, the labor union can still 
play a role in checking this trend. As a matter of 
fact, many labor unions and human rights groups 
have risen to the challenge with the support of 
the International Labor Organization of the 
United Nations in fighting this malaise. The fight 
has been especially successful in the developed 
regions of the world, where no discriminatory and 
equal opportunity practices have received the 
concrete backing of government and other insti- 
tutions. Apparently, labor segmentation is more 
of a social response than a phenomenon driven 
by the demands of trade or market for labor. In 
this sense, while labor segmentation might help 
maintain the labor status quo, it works against ef- 
ficiency and competition in the labor market. In 
other words, trade demands, while met by labor, 
are not met to the utmost and most efficient levels. 
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GLOBALIZATION 


The most contemporary challenge to both the na- 
ture and form of labor has come from globaliza- 
tion. Globalization, whether seen as an entirely 
novel process or as a new form of interaction be- 
tween different nations, should be seen mostly 
as a trade-related phenomenon. In this sense, the 
relationship among different nations has been 
structured through history by the nature of trade 
among them. Thus, what goes by the name of glo- 
balization denotes a radical change in the nature 
of trade relations among nations. This is a pro- 
cess that has been facilitated by the new wave of 
capitalism and the role of the Bretton Woods in- 
stitutions in promoting economic, monetary, and 
trade ties among nations. Interestingly, a 
country’s profile in the new dispensation has 
been measured by the volume of trade it attracts 
and the direct foreign investments coming to it. 
Besides trade, a close scrutiny of globalization 
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would reveal that the economic dimension of the 
process has been fundamental. This economic di- 
mension is linked to the issue of development, 
whereby development becomes a function of the 
economic benefits accruing from globalization. 
However, labor is undoubtedly a major factor in 
both trade and the general economy. As a result, 
developments in these areas inevitably affect 
labor. P Dawkins and J. Kenyon and Richard B. 
Freeman and Lawrence EF Katz point out the vari- 
ous ways that globalization has affected labor 
and the entire work process: income inequality, 
work fragmentation, dichotomization of the 
workforce, the casualization of labor, and so on. 
The concern with the impact of global trade or 
globalization on labor was further reinforced by 
the World Bank, which in its 1995 World Develop- 
ment Report focused on workers in an integrat- 
ing world. 

The improved international trade expressed 
in globalization has been built on the notion that 
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it will ultimately lead to an improvement in the 
workers’ lives. Generally, the idea is that coun- 
tries will attract new industrial investments and 
an increasing trade volume that will eventually 
gain jobs for skilled workers and create new op- 
portunities for labor in general. Labor is expected 
to collaborate with management to discover new 
international markets and improved production 
processes that will engender a high-skill, high- 
wage route to prosperity. But the reality, it ap- 
pears, is far from this ideal. Jeremy Brecher and 
Tim Costello argue that labor is now confronted 
by an adverse situation, in which the competi- 
tion for new investment and capital among the 
developing countries has enabled the multina- 
tional companies to institute a regime of low 
wages and a stable cheap labor force. Even in the 
advanced nations labor has not fared any better. 
In these places, there are complaints of unemploy- 
ment, casualization of labor, crippling of labor 
unions or collectivities, and the abandonment of 
labor rights. It would seem that the financial and 
trade nature of capitalism involved in globaliza- 
tion has put labor in greater peril than ever be- 
fore. A. Roy sees globalization as simply an effort 
to reconstitute capitalism that, instead of creat- 
ing new markets, enables takeovers of existing 
markets and trade opportunities by a few privi- 
leged countries. 

In all, globalization and its emphasis on global 
trade have emasculated labor and weakened the 
labor union while strengthening capital. While fi- 
nancial capital enjoys an unhindered mobility 
across national boundaries, labor mobility has been 
constrained severely. The radicalization of the work 
process and the relations of production determined 
nowadays by global trade have created a mass of 
working-class labor characterized by deaggrega- 
tion, de-skilling, casualization, and recomposition. 


Edlyne E. Anugwom 


See also: Slavery. 
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LAISSEZ=FAIRE 


An economic policy in which the owners of 
business and industry allow the rules of com- 
petition and the conditions of labor to develop 
as they naturally evolve without government 
regulation or intervention. 


The term “laissez-faire” originated with the 
Physiocrats, a group of eighteenth-century 
French economists led by Francois Quesnay. 
They believed in the existence of a natural order 
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in which only agriculture yielded wealth. In view 
of this, they condemned as inefficient and harm- 
ful any interference with industry by a central 
authority except when it was necessary to break 
up private monopoly. 

The principle of nonintervention of govern- 
ment in economic affairs was refined by Adam 
Smith. Smith had met the Physiocrats on a visit to 
France and found his economic beliefs much more 
akin to their policies than with the interventionist 
beliefs of English mercantilists. This affinity for the 
Physiocrats led Smith to construct an economic 
theory designed to minimize government inter- 
ference with individual freedom and to devise a 
methodology that would encourage individualism 
and a laissez-faire approach to the marketplace. In 
On the Wealth of Nations, he wrote, “The statesman 
who should attempt to direct private people in 
what manner they ought to employ their capitals, 
would not only load himself with a most neces- 
sary attention, but assume an authority which 
could safely be trusted, not only to no single per- 
son, but to no council or senate whatever, and 
which would nowhere be as dangerous as in the 
hands of a man who had folly and presumption 
enough to fancy himself fit to exercise it.” 

This principle of nonintervention of govern- 
ment in economic affairs was given support by 
many of the classical economists. Economic his- 
torians generally accept that these authors con- 
stitute a specific identifiable school of thought. 
According to Phyllis Deane, “[t]hey shared a dis- 
tinctive framework of economic ideas, shaped by 
a particular set of axioms and theories and gener- 
ally characterised by a strong bias toward eco- 
nomic policies favoring economic individualism 
and laissez-faire.” 

David Ricardo brought the laissez-faire concept 
to fruition in the theory of international trade. 
Ricardo stated explicitly for the first time the law 
of comparative cash. Using a tightly argued nu- 
merical example, Ricardo asserted that two coun- 
tries with different comparative costs can, through 
the exchange of freely traded goods, both benefit. 

This concrete example of the instinctive be- 
lief in Smith’s “hidden hand,” the greatest ben- 
efit to society, which is maximized if each 
individual economic agent is left to seek his or 
her own profit, brought about the free-trade era 


in England. (England became the world’s work- 
house and therefore imported more foodstuffs.) 
The free-trade era lasted in England for almost a 
century. After World War I, economic national- 
ism brought about the fall of the system in re- 
sponse to protectionist demands. 

The laissez-faire concept is still very much in 
evidence in modern economic academic circles. 
Economists such as Milton Friedman and George 
Stigler advocate the market as the central instru- 
ment needed to order economic activities. 


Robert Koehn 


See also: Economics, Classical; Free Trade; Smith, Adam. 
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LAW 


Rules of procedure within society that have 
binding authority. 


Trade, the successful exchange of goods and ser- 
vices between related and nonrelated entities, 
remains the backbone of all economies. The suc- 
cess of this exchange depends on the goods and 
services available, the needs of the exchanging 
parties, and the mechanics by which the exchange 
is to be accomplished. More specifically, trade in- 
volves the business of buying and selling com- 
modities, whether goods, services, or species 
under terms reasonably agreeable to both parties, 
measured by the balance of risks to rewards in a 
manner or under a system where there is likeli- 
hood it will take place and there is some recourse 
for failure to complete the transaction. 

The history of trade reveals a complicated, 
tortuous, and often frustrating process whereby 
this exchange is hampered or enhanced by the 
often-contradictory demands of politics, person- 
alities, religion, and happenstance. There has al- 
ways existed a conflict between the simple 
desires of the trader and the political needs of 


the body politic. In addition, the various religious 
experiences of the people involved and the mani- 
festations and needs of the believers have deeply 
influenced the mechanics of trade. The manifes- 
tation of the world of the divine and its stric- 
tures on conduct has profoundly affected the 
terms of the bargain, items to be bargained for, 
and often whether there would be any bargain 
at all. Lastly, the variety of objectives among the 
traders of the world has added a personal, if not 
necessarily advantageous, touch to trade and its 
success. 

The necessity for rules to ensure reliability and 
dependability in these transactions no doubt gave 
rise to the earliest attempts to control and sim- 
plify the system of trade. This process of order 
and control produced rules, guidelines, and pen- 
alties that we call law. Law could be tribal agree- 
ments, monarchial or imperialistic decrees, 
parliamentary/congressional laws and codes or in- 
ternational agreements, whether individually 
promulgated, such as tariffs, quotas, and taxes, or 
mutually agreed on to regulate international trade 
as embodied in treaties. This response to an ac- 
knowledged need, along with the commensurate 
political and social needs of society, necessarily 
gave rise to the ever evolving and increasingly 
complex national laws and decrees that continue 
into the present. The evolution of law and its in- 
fluence on trade is a varied and often counter- 
productive attempt to balance the subjective 
needs of the trading system with the more gen- 
eral and pervasive world of politics, personality, 
and religion. 

Any rational discussion of the interaction of 
law and trade must consider the varied and in- 
consistent change over time and region that law 
addresses. 


EUROPE, THE UNITED STATES, 
AND THE MIDDLE EAST TO 
WORLD WAR II 


The earliest surviving complete law code is the 
Code of Hammurabi (approximately 1750 B.c.z.). 
Although most of the code is devoted to civil and 
criminal law, sections 90 to 104 provide strictures 
and actions for traders as well as set the general 
tone for trade within Hammurabi’s realm. This 
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early Mesopotamian work continued to influence 
Middle Eastern law until Roman times. 

In contrast to the Code of Hammurabi, the 
nature of the Egyptian pharaonic state does not 
indicate the use of specific legal codes or enact- 
ments until well into the Ptolemaic period (332-30 
B.C.E.). Like China, Egypt, until the period of the 
Roman conquest, lacked any institution similar to 
a parliament or other legislative body. Rather, the 
pharaohs made decrees or treaties regarding trade. 
There are few surviving examples of such treaties 
or decrees. However, references to an ordered sys- 
tem of trade can be inferred from various preserved 
Egyptian texts such as The Story of Sinuhe and The 
Journey of Wen-Amon to Phoenicia. This situation con- 
tinued in this manner until Egypt's assimilation 
into the Roman empire. 

The initial and foundational basis of early 
Rome was the Twelve Tables (ca. 450 B.c.z.). This 
early example of Roman law did not address trade 
in any meaningful way; rather, it provided civil 
and criminal guidance forming the foundation of 
the Roman state and the Roman notion of the 
universality of law. Despite Rome’s position as the 
leading trading power in the Mediterranean, 
there is little specific trade-related information 
relative to its conduct in the empire other than 
the standardization of weights, measures, and 
specie content and the establishment of trading 
colonies. Although it is clear that Rome was aware 
at least of the larger trade issues such as the bal- 
ance of payments (Pliny complained of the bal- 
ance of trade in India’s favor), on the whole, Rome 
seems to have left trade to the marketplace and 
the Pax Romana. 

In the period after the Roman empire, the 
broader and more uniform Digest, including the 
Codex of Justinian (529-34 B.c.z.) based at least 
partially on the earlier Theodosian Code, was a 
later attempt by the emperor of the Eastern Ro- 
man empire not only to codify Roman law, but 
also to incorporate the theory and teachings of 
the legal profession. The code addressed all areas 
of Roman law, including trade and business that 
are found in book 1, chapters 5 and 7, and book 2, 
chapters 4, 5, and 7. 

The collapse of the Western Roman empire in 
476 c.£. allowed the Catholic Church to slowly be- 
come the governmental structure and lawgiver of 
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the core of the Roman empire in Italy. Roman law 
was soon combined with applicable church law 
(canon law), producing a Christianized version that 
would permeate and dominate Europe until the 
Protestant Reformation. 

Probably the most significant aspect of church 
law in relation to merchants and trade was the bib- 
lical prohibition of interest on money borrowed or 
lent. This aspect of late antiquity through the 
Middle Ages may be one of the significant factors 
contributing to the dearth of trade and the insu- 
larity of the manor and attendant serfdom. In ad- 
dition, the notion of charity and almsgiving created 
an atmosphere that did not favor the accumula- 
tion of wealth, at least outside the nobility and the 
clergy. In this regard, neither trade nor law was 
particularly relative, as the world was irrelevant in 
the face of the promise of eternal life that was at- 
tainable only on denial of the world and its wealth. 
Merchants at medieval trade fairs throughout Eu- 
rope during the Middle Ages did not need gov- 
ernmental or church authority to control the 
day-to-day terms of trade, as they independently 
adopted agreements for payment and exchange 
based on the next fair or meeting. 

Trade would always push the boundaries of 
law, especially in the Middle Ages. The Republic 
of Venice experienced one of the most peaceful 
and extensive periods of government from the 
twelfth to the seventeenth centuries based on a 
republican form of government that placed trade 
at the center of state policy. The extensive trad- 
ing power of Venice continued until the Portu- 
guese maritime explorers discovered a new route 
to the riches of the East. 

The first major national efforts in the Middle 
Ages that foreshadowed changes in the conduct 
of trade are found in England. Various sections of 
the Magna Charta (1215) relate to the standard- 
ization of weights and measures used in trade and 
the disposition and treatment of both foreign and 
native English traders. A second change that oc- 
curred in England about this time concerned the 
foundations of the English Common Law and the 
systemized court system that arose in this period, 
based, at least partly, on the Magna Charta. The 
English Common Law provided the foundation 
for the legal system by which England would 
emerge as the leading trading power in the world. 


The final document to guarantee the supremacy 
of law was the English Bill of Rights of 1689. Al- 
though not specifically dealing with trade, it fin- 
ished the process by which Parliament began to 
control the king, thus guaranteeing a less erratic 
and stable legal system. The impact of this pro- 
cess and the elevation of “the rule of law” cannot 
be overstated in view of the dissemination of 
Anglo-Saxon influence throughout the world. 

The second major influence on the issue of 
trade and its legal aspects relates to the adoption 
by most west European states of mercantilism in 
the seventeenth century. The colonial ventures and 
empires of the sixteenth, seventeenth, and eigh- 
teenth centuries spearheaded the system of trade 
and economic interchange. The adoption of mer- 
cantilism and the regulation of trade between 
home country and colony would dominate the 
world of business and commerce well into the nine- 
teenth century. Mercantile theory was based on 
the assumption that there was a fixed and limited 
amount of wealth in the world, thus leading both 
nations and individuals to concentrate on the im- 
portance of wealth accumulation, especially gold. 
Mercantilism fit well into the world of empires and 
colonies and thus facilitated the economic subju- 
gation of colonies that produced raw goods in ex- 
change for manufactured goods from the home 
country, which in turn transformed these raw 
products into additional manufactured goods to 
be sold back to the colony or any other destination 
where it could find a market. 

Beginning in the mid-1700s, various political 
and economic writers began to question mercan- 
tilism and in the process created and advanced 
the laissez-faire theory of open markets and open 
trade. Adam Smith’s Wealth of Nations (1776) is 
generally considered the seminal work of what 
came to be called capitalism. Smith’s arguments 
on creation of wealth, minimal governmental re- 
straint, and the laws of supply and demand are 
still the foundations of modern capitalism. Capi- 
talism slowly replaced mercantilism, but the co- 
lonial and protectionist legacy of the latter 
lingered well into the twentieth century. Under 
mercantilism and capitalism, the imposition of 
tariffs, basically a tax on items produced outside 
the nation, was and remains the preferred 
method of protection of the home industry. 


The broad acceptance of capitalism in the early 
1800s on the strength of the Industrial Revolution 
produced the greatest and most continuous expan- 
sion of trade and economic power in human his- 
tory. The capitalism of national protectionism only 
slowly gave way to the capitalism of free trade of 
the global economy in the latter half of the twenti- 
eth century. During this period of mercantilist/capi- 
talistic growth, England and the United States, as 
well as various other nations, used tariffs and quo- 
tas against each other as these two powers came 
to dominate the international world of commerce 
in the second half of the twentieth century. 

From its earliest inception as a colony of En- 
gland, the United States was first and foremost a 
trading nation, although not necessarily to its ben- 
efit. Leading up to, and during, the American Revo- 
lution, England made various attempts to control 
both the American colonies and the empire in gen- 
eral through tariffs, quotas, and other trade legis- 
lation. The Navigation Laws (1651, 1660, and 1696), 
Molasses Act (1733), and Sugar Act (1764) were all 
English attempts to control colonial trade. 

To the framers of the U.S. Constitution, com- 
merce was one of the most important consider- 
ations after individual liberty and self-government. 
The newly approved Constitution included, first, 
the powerful commerce clause that gave the fed- 
eral government the power to control interstate 
and international trade and, second, the right to 
bankruptcy that would give millions the ability to 
start again. 

The decisions of the Supreme Court, newly 
established under the Constitution, created a 
long-desired stability in law. Long favoring the 
right to contract and freedom to engage in busi- 
ness, the Court determined the commercial and 
trade aspects of the country. The Court’s deci- 
sions in Gibbons v. Ogden (1824) affirmed the na- 
tional government’s supremacy in interstate 
commerce. During the period from the 1880s 
through the 1920s, the Court backed up the use 
of the injunction against strikes. In Lochner v. New 
York (1905), it struck down maximum-hour laws 
based on what it perceived as prohibitions on 
“freedom of contract.” In United States v. E.C. 
Knight Company (1895), the Court neutralized the 
Sherman Anti-trust Act, taking an initial stance 
against antitrust legislation that it later reversed. 
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In Bailey v. Drexel Furniture Co. (1922), it invali- 
dated child labor laws, all directly or indirectly 
affecting national and international trade. Dur- 
ing the period from the late 1930s through the 
1970s, the Court reversed or clarified many of its 
earlier decisions, and through the present, it con- 
tinues the process of interpreting the Constitu- 
tion and the commerce clause, attempting a 
balance between the rights of the states and those 
of the federal government. 

The use of tariffs and quotas by both England 
and the United States continued to be the main 
tool to protect national markets. English trade 
policy from the nineteenth into the first half of 
the twentieth century revolved around its empire 
and its integrity. American trade policy after the 
Civil War reflected its growing economic power 
and its competition with England and Europe. 
From the earliest days of the republic, the United 
States used tariffs to protect itself and its indus- 
tries from English industrial power. The early tar- 
iff debates that emerged from the War of 1812 led 
to the Tariff of Abominations (1828) and to the 
high tariffs after the Civil War through the 1920s 
that eventually led to balance of payment prob- 
lems and the Great Depression. Beginning with 
the Reciprocal Trade Agreements Act (1934) and 
the Neutrality Act (1935), the return of the United 
States to lower tariffs reflected the need for trade 
of any nature during the prewar years. Although 
the use of tariffs continues to the present, the rise 
of regional and international trade agreements 
began to erode this most common of trade 
policies. 

Protectionism as national policy determined 
the extent and rate at which the free-trade theo- 
ries of Smith and others would advance outside 
the context of the nation-state. The twentieth cen- 
tury, with the Bolshevik revolution, the rise of 
international communism, and the Great Depres- 
sion, shook the world economies to their founda- 
tions. A wave of tariffs, trade laws, and other 
protective legislation during this period seemed 
to have doomed the free-trade principles of Smith 
and his like. Itis only with the aftermath of World 
War II, when the United States emerged as the 
most powerful economic nation in the world, that 
the issue of free trade began to take hold as the 
driving force behind the globalization of trade. 
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ASIA TO WORLD WAR II 


The world of Asia north of the Himalayas is the 
world of China and its emperors. From the earli- 
est dynasties of Xia and Shang through the final 
years of the Qing dynasty, China maintained a 
self-centered worldview that determined its fu- 
ture in the world of commerce. The circular and 
cyclical dynastic phases of Chinese history kept 
China’s eye on itself while it manipulated its sur- 
rounding world. Although there were several 
major codifications of Chinese law, such as the 
Tang Code (653 c.g.) and the Great Ming Code 
(1390s), the legal atmosphere of China was pri- 
marily one of imperial decrees issued over time 
according to the imperial policies and whims of 
the emperor. The foremost concept of Chinese 
trading policy, as reflected in the decrees, was the 
centrality of China to all trade and the necessity 
of acquiescence in this concept by all others. 

As the predominant economic country in this 
part of Asia for the period from the Han dynasty 
(206 B.c.£.—-220 c.g.) to the nineteenth century, 
China pictured itself as a trading country par ex- 
cellence, reaching its intellectual and trading hey- 
day under the Song dynasty (960-1279). This 
dynasty, one of the most expansive in Chinese 
history, took bold steps in the world of trade out- 
side its borders and inaugurated an era of inter- 
national maritime trade. One must bear in mind, 
however, that in the China of this period, it was 
ritual, not law, that would dictate international 
diplomacy and trade. China lacked the dominant 
element of Western jurisprudence: law was a con- 
crete instrument of governance to which all were 
subject. In the Chinese view, laws were to pre- 
vent controversy, while in the West, laws were 
enacted to solve controversy. It would take the 
European treaties and their spheres of economic 
and political influence that developed in the late 
nineteenth century before China began to under- 
stand and integrate the Western concept of law 
into its trading world. Despite these differences 
in law and the self-centered concept, the seven- 
teenth and eighteenth centuries allowed China 
to become the greatest nonindustrial commercial 
power in the world. 

It was with the arrival in force of European 
nations in the nineteenth century that China’s 


trade policies began to be dictated by various Eu- 
ropean and American colonial and economic in- 
terests. By the end of the nineteenth century, large 
parts of China had devolved into a series of Euro- 
pean spheres of influence that eventually caused 
the end of the Qing dynasty in 1911. From 1911 
through 1949, China’s trade policies shifted wildly 
as it attempted to stabilize its internal convulsions 
and react to the effects of the two world wars. 

By approximately 1600, Japan was finally uni- 
fied after an uprising that defeated warring feu- 
dal leaders. Soon thereafter, the country was 
closed off from all international contact as the 
Tokugawa rulers promulgated a national policy 
of exclusion (1630s), cutting Japan off from virtu- 
ally the entire the world except Chinese and 
Dutch merchants through small trading posts in 
Nagasaki. Not until 1853 and Commodore Mat- 
thew Perry’s demand for the opening of Japan 
to foreign trade did Japan end this isolation. 
Thereafter, Japan, especially during the Meiji 
period, fervently, vigorously, and energetically 
embraced the industrial and mercantile world of 
the West. It can be argued that, as far as Asia is 
concerned, it was only in Japan that there was a 
successful incorporation of the Western concepts 
of law and trade that prevented Western politi- 
cal and economic dominance. 

On the Indian subcontinent of Asia, the earli- 
est compilation of laws was the Laws of Manu 
(1280-880 8.c.£.). Although there were sections 
dealing with trade, this work was primarily a 
criminal and civil text. Its importance lies in the 
fact that it codified the caste system that left an 
indelible mark on India’s life, commercial and 
otherwise. All subsequent law revolved around 
this institution. The next major influence on In- 
dian law was the introduction of Islamic law in 
the sixteenth century. The British victory at 
Plassey (1757) introduced English Common Law 
into the country, with its attendant changes. The 
200 years of British rule and law would produce 
the fusion of Indian, Islamic, and British law un- 
der which India operates today. 

The most significant event in the Middle East 
was the rise of Islam beginning in the seventh 
century. Beginning with the solidification of 
Muhammad’s control of Mecca in 630 and Islamic 
conquests well into the European subcontinent 


and into the Indian subcontinent, Islamic armies 
and traders carried with them Islamic law, in the 
form of the Shari’a. In terms of trade, Islam was 
one of the most active forces in the world through 
the seventeenth century. It brought with it the 
Qur’anic prohibitions of interest, the relationship 
of profit that is conditioned on the probability of 
risk, and its concept of corporate entities. These 
aspects of Islamic commercial law allowed it to 
achieve early and widespread success but later 
created conflicts with Western mercantilism and 
capitalism that remain today. 


POST-WORLD WAR II 


The shift in emphasis to free trade after World 
War II began the process of regional and inter- 
national attempts to bring unity and order to the 
world trading community. In addition, free trade 
and globalization of world markets began to ex- 
ert increasing pressure against national protec- 
tionism, treaty preferences, and colonial models 
of trade and production. The collapse of the Brit- 
ish, French, Portuguese, and Belgian empires and 
the ensuing confusion created additional pres- 
sure for change. That change was the driving 
force for the globalization of world trade. Na- 
tional law began to give way to treaty law as the 
world economy began to slowly embrace global- 
ization and the interdependent international 
marketplace. 


GATT AND THE WTO 


A discussion of post-World War II trade law 
should begin with a discussion of the General 
Agreement on Tariffs and Trade (GATT), now in- 
corporated into the World Trade Organization 
(WTO). At the end of World War II, fifty countries 
met at the Preparatory Committee of the United 
Nations Conference on Trade and Employment 
to negotiate the creation of a new organization to 
oversee world trade disputes among countries. 
Like many initiatives after the war, the idea was 
to reduce the high tariffs and significant protec- 
tionism that had grown among countries in the 
period leading up to the war. 

Before the conclusion of these negotiations, 
twenty-three of the fifty countries met to discuss 


LAW 581 


the more immediate reduction and binding of 
tariffs. The combination of tariff agreements and 
rules that these nations agreed to came to be 
known as the GATT, which went into effect Janu- 
ary 1948. GATT was initially only intended as a 
provisional measure until the creation of the In- 
ternational Trade Organization (ITO). However, 
as the ITO, although fully negotiated, was never 
ratified, GATT continued on for another forty- 
seven years. 

During its nearly fifty-year existence as a 
multilateral trading system governing interna- 
tional trade, GATT achieved its results primarily 
through two mechanisms: organization rules and 
trade negotiation rounds. The two critical rules 
were the most-favored-nation status, whereby 
any benefit given to one contracting state must 
be given to all contracting states, and the national 
treatment rule, whereby imported goods were to 
be treated the same as their domestically pro- 
duced counterparts. Besides these two rules, 
there were additional “rounds” of trade negotia- 
tions among the signatory states. It was with 
these general principles, and through eight dif- 
ferent rounds of trade negotiations, that the par- 
ticipating countries came to agree on various 
reciprocal trade terms. Looking at the entire his- 
tory of GATT, average tariffs in developed coun- 
tries fell from an average of 40 percent around 
World War II to around 4 percent by the early 
1990s. Additionally, with some limited exceptions, 
quotas have been significantly reduced as a 
means of trade regulation. In 1995, after nearly 
eight years of negotiations, at the final GATT trade 
round, known as the Uruguay Round, the frame- 
work of the WTO, the successor to GATT, was 
agreed on. 

Unlike GATT, which was provisional and 
lacked the status of an organization, the WTO is a 
legal entity. This stronger legal status means the 
WTO has much greater ability to ensure compli- 
ance with its trading rules. Specifically, the WTO 
has the ability to rule that the laws of certain coun- 
tries place an illegal restraint on trade. In addition, 
the WTO has much broader responsibilities than 
GATT did. While GATT focused on the trade of 
goods, the WTO encompasses not only trade in 
goods, but also services and intellectual property 
rights. Both GATT and the WTO had the effect of 
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transferring the ability of individual nations to 
determine their own trade policies by the volun- 
tary submission to a body outside the nation, an 
issue that continues to plague further discussions 
on world trade especially for the United States. 

Although both GATT and the WTO have their 
detractors, from the perspective of the law and 
trade these have been significant developments. 
These entities represent a significant shift away 
from the use of tariffs and quotas as the primary 
tools of trading relations. Even more significantly, 
these two entities brought into existence a previ- 
ously unknown multilateral trade order that, in 
the case of the WTO, has the ability to deem ille- 
gal the conduct of member states in the realm of 
trade. 


BEYOND GATT AND THE WTO: 
REGIONAL PACTS 


After GATT/WTO, a continuing discussion of 
post-World War II international trade policy must 
also mention regional trading agreements. Much 
of the economic trade literature of this period fo- 
cuses on free-trade agreements, customs unions, 
and common markets. Although not an exhaus- 
tive list, some of the more significant initiatives 
are the European Union, the Mercado Comun del 
Cono Sur (MERCOSUR; Southern Cone Com- 
mon Market), the North American Free Trade 
Agreement (NAFTA), and the Association of 
Southeast Asian Nations Free Trade Area. 

While GATT, and subsequently the WTO, 
sought to encourage the development of trade 
and the reduction of trade barriers at the global 
level, Europe was embarking on its own regional 
initiative with trade. In 1952, six European coun- 
tries (Belgium, France, West Germany, Italy, Lux- 
embourg, and the Netherlands) founded the 
European Coal and Steel Community (ECSC) to 
oversee Europe’s postwar industrial rebuilding 
and to regulate and facilitate the trade of two cru- 
cial industrial elements among the members. The 
ECSC functioned by pooling resources for admin- 
istration by the respective countries and through 
a supranational organization. The goal was to 
gradually eliminate tariffs and other trade restric- 
tions in these traditionally heavy industry sectors. 

Although limited to coal and steel, this union 


represented a new paradigm in European trade 
and political development. Not only were these 
states agreeing to coordinate their strategic inter- 
est goods, but also they were agreeing to do so 
though a supranational entity. Even more ambi- 
tious than the ECSC’s initial undertaking was the 
idea held by many of the member states that once 
these barriers to trade were eliminated, the next 
phase would be the development of a common 
market among those countries. 

Building on the ECSC, in 1957 the same six 
countries joined together to form the European 
Economic Community (EEC), an organization in- 
tended to move beyond the relatively limited scope 
of steel and coal issues and toward the creation of 
a customs union among the members. In 1967, the 
ECSC, the EEC, and the European Atomic Energy 
Community merged and were renamed the Euro- 
pean Community (EC). Consistent with this no- 
tion of acustoms union, the idea was that member 
countries would gradually reduce their quotas, 
tariffs, and preferences on goods traded among 
them. Additionally, there was to be the establish- 
ment of a common external tariff for goods com- 
ing into the EEC from nonmember countries. 

Looking strictly to the trade aspects of the 
EEC, the European states were successful in meet- 
ing their objectives. In ten years or less, the EEC 
achieved two of its primary goals. The first objec- 
tive was the establishment of a common pricing 
policy for agricultural goods. Second was the es- 
tablishment of a common external customs and 
commercial tariff toward nonmember countries. 
With the achievement of these two goals among 
the member states, much of the subsequent ef- 
forts of the EEC, and its modern successor orga- 
nization, the European Union (EU), were carried 
out through the GATT/WTO trading order. The 
EEC/EU represented their member states’ inter- 
ests at the different trade rounds, thus creating a 
far stronger bargaining position as a coalition of 
states than individually. 

Although not created until nearly forty years 
after the EEC, MERCOSUR represents an effort 
to increase economic and trade cooperation 
among members in a manner similar to the Euro- 
pean Common Market established by the EEC. 
The full members to this agreement include Ar- 
gentina, Brazil, Paraguay, and Uruguay. Negotia- 


tions are ongoing with other countries for pos- 
sible entry; for example, Chile and Bolivia have 
associate member status. 

The origins of this common market idea can 
be found in the bilateral trade efforts of the full 
members in the 1970s and 1980s. These efforts 
culminated with the 1991 signing of the Treaty of 
Asuncion, which provided a loose blueprint for 
regional economic integration among members. 
The practical effect of MERCOSUR has been the 
creation of a quasi-duty free zone for goods origi- 
nating among its members. The term “quasi” is 
appropriate because while many goods carry a 
zero-percent tariff, several sectors are not covered 
by this agreement. Furthermore, certain goods are 
exempted and each state maintains a list of addi- 
tional goods not covered by the agreement. 

MERCOSUR, unlike the EU, does not use any 
type of supranational entity. Rather, it functions 
based on intergovernmental structure. The reso- 
lution of issues among members is left to discus- 
sion among the governments of the respective 
countries rather than to a central body. The struc- 
ture can lead to problems in resolving disputes 
between members over related issues of trade, as 
there is no entity that can enter a final decision 
applicable to all parties. 

In contrast to the European and South/Cen- 
tral American efforts is NAFTA. Signed in 1992 
by Canada, Mexico, and the United States and 
taking effect in 1994, NAFTA created a free-trade 
zone among the three signatory countries. NAFTA 
is exactly what its name implies, a free-trade agree- 
ment. In stark contrast to the broader political and 
social emphasis of the EU, NAFTA focuses on trade 
with limited discussion of investment. Further- 
more, while it has its origins in trade agreements 
with Canada, NAFTA moved quickly to lower tar- 
iffs among Canada, Mexico, and the United States, 
with fewer sectors and goods excluded from those 
reductions. The situation reflects the strong debate 
within the United States concerning the protec- 
tionist focus on the exportation of jobs and the 
issue of standards. The agreement established ten- 
year, in some cases fifteen-year, periods for the 
elimination of trade and nontariff barriers. The 
agreement contains a limited discussion of both 
the implementation of the agreement and reso- 
lution of disputes arising under the agreement. 
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Furthermore, the agreement leaves unchanged 
any tariffs that the signatory countries may place 
on goods from third-party countries. 

Among the Southeast Asian countries, recent 
explosive economic growth brought with it efforts 
to boost regional trade. The Association of South- 
east Asian Nations (ASEAN) is an organization 
consisting of ten Southeast Asian countries. The 
organization has a broad mandate to promote 
socioeconomic progress and regional stability 
through cooperation in several areas including 
trade. Although historically an informal political 
body, in 1992 the then six member nations agreed 
to create the ASEAN Free Trade Area. 

The goal of this free-trade area was the reduc- 
tion of intraregional tariffs on manufactured 
goods and agricultural products with an excep- 
tion for goods identified as sensitive. By 2003, the 
goals of the area had been largely met by the origi- 
nal six members through the Common Effective 
Preferential Tariff, which was a list of commodi- 
ties for which tariffs were to be reduced. The goal 
of this trade area was encouragement of intra- 
ASEAN trade, goods with at least 50 percent 
ASEAN products, as this had been a historically 
weak area of trade among ASEAN members. 

Because of ASEAN’s origins primarily as a 
political rather than economic entity, the use of a 
supranational authority was not seen as in the 
EU. ASEAN’s limited institutions developed as 
needed but always relied on the member states 
to resolve their differences, rather than imposing 
an authority above the states to handle compli- 
ance or disputes. 

Further analysis of the interaction of law and 
trade might include the subtler aspects of the in- 
teraction between laws or restrictions enhancing 
or enlarging the social and political rights of indi- 
viduals and groups within the wider social realm. 
Clearly, religious admonitions on theft, murder, and 
observance of times of worship had ramifications 
outside their religious framework. These strictures, 
admonitions, and guidelines produced a moral and 
political atmosphere that clearly advanced society 
and its ability to form the solid and dependable 
structures that allow for trade. The condemnation 
of usury in early and medieval Christian Europe, 
along with the Qur’anic strictures against interest, 
clearly influenced trade. Actions as varied as the 
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elimination of the slave codes enacted before the 
Civil War in the southern United States and the 
clear but steady expansion of the suffrage move- 
ment in Europe and the United States paved the 
way for a larger and more diverse population to 
expand beyond “the economy of scarcity” to the 
ever widening world of globalization. Issues as di- 
verse as the civil rights legislation enacted in the 
United States in the last half of the twentieth cen- 
tury, change in immigration policy, and the contin- 
ued exodus of political refugees to the United States 
may have inadvertently boosted productivity, al- 
lowing the country to maintain or advance its po- 
sition within the international economy. These 
events and their interactions await another day. 

From the earliest trading societies to the com- 
plex and interdependent world of modern com- 
merce, the necessity for rules to simplify and give 
stability to trade appears obvious. Law has at- 
tempted to provide both this simplicity and sta- 
bility and a framework for future change. While 
it may be argued that the law could exist without 
trade, it is inconceivable to imagine meaningful 
trade without law. 


Robert R. Ansiaux and Vincent J. Ansiaux 
See also: British Empire; Roman Empire; United States. 
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LEATHER 


The processed hide of animals that has had 
the feathers or fur removed. 


People have used leather, in its various stages, since 
prehistoric times. The skins of animals have been 
cured through the process of tanning, initially with 
grease, so that the leather was more pliable. Early 
items that were made of leather included cloth- 
ing, shoes, containers, and various forms of shel- 
ter. The ancient method of tanning leather was 
described in Homer’s The Iliad. Ancient Egyptians, 
although they preferred linen, used leather for its 
durability for clothing articles such as gloves. Ro- 
man soldiers used leather shirts to protect them- 
selves from the arrows and spears of their enemies. 
Roman aristocrats wore leather sandals while the 
rest of the population remained barefoot. 

In more recent times, leather was treated with 
fats. Europeans first used the modern tanning 
process in 1620, when they adopted the methods 
used by the Indians in North America. Indians in 
North America used leather for shelter and cloth- 
ing. Some tribes developed a technique for paint- 
ing leather to be used to make clothing for 
ceremonies and other special occasions. 

Leather has been used in a variety of indus- 
tries over time. The shoemaker, before the advent 
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Leather has been an important internationally traded commodity since ancient times. Shown here are two 1870s’-era workers in Turkmenistan 
trampling millet seed into animal skins, which is part of the process of turning rawhide into finished leather. (Library of Congress) 


of synthetic materials, used leather for footwear. 
Harness makers used leather as well. Even parch- 
ment was manufactured from leather. Before the 
invention of plastic, leather was used for belts, bags, 
and carrying straps. Leather jackets, although ex- 
pensive, were also made, as were leather pants on 
occasion. During the Middle Ages, leather was 
used for wall or door coverings. Leather was also 
used for bookbinding. Leather furniture became 
popular, especially in the United States in the nine- 
teenth century. 

By the eighteenth century, machines were ca- 
pable of slicing thin layers of leather that could be 
used to cover hard surfaces. Various stains were 
used to produce a variety of colors with the most 
popular being black, brown, and a deep red. Since 
the mid-1850s, manufacturers have developed ar- 
tificial leather. 


Cynthia Clark Northrup 
See also: Animals; Livestock. 
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LINEAR B SCRIPT 


A Late Bronze Age script used by the 
Mycenaean Greeks for temporary administra- 
tive record keeping. 


In form, Linear B is a syllabary that was bor- 
rowed from another language, although which 
language is not known. A syllabary is a writing 
system that uses a single letter for each syllable 
in the language. Since the typical language has 
something like seventy syllables, a syllabary 
employs more letters than does an alphabet. 
Linear B is not the world’s only syllabary; 
syllabaries have been devised to write many lan- 
guages. The Japanese kana script, for example, 
is a syllabary. 

Documents in Linear B, written on hardened 
clay tablets, were first discovered in 1899, and 
Michael Ventris deciphered the script in 1952. It 
employs five symbols for vowels, fifty-four for 
consonant-vowel combinations, and nineteen 
others for punctuation, numerals, weights, mea- 
sures, and commodities. 

Linear B was used to keep records of the 
Mycenaean kings from the mid-sixteenth until the 
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twelfth century B.c.£. at such centers as Mycenae, 
Thebes, Tiryns, and Pylos on the Greek main- 
land, and briefly at Knossos and Khania on 
Crete. It records the kings’ accounts of equip- 
ment, such as chariots, chariot wheels, har- 
nesses, helmets, armlets, spears, and arrows, and 
of commodities, such as grains, spices, cheese, 
and fruits. Craftspeople identified in the texts 
include spinners, weavers, sewers, perfumers, 
masons, carpenters, shipwrights, bow makers, 
and bronze and gold workers. Most products of 
Mycenaean farms and workshops were already 
known from the archaeological record, which 
also shows that the most important Mycenaean 
trade goods were bronze and utility pottery. The 
Linear B inventories add details about trade of 
goods (cumin, ivory, and slaves from Lemnos, 
Knidos, and Miletus) that are not otherwise pre- 
served. 


Paul Edson 


See also: Communication. 
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LINEN 
A cloth or yarn made from flax. 


Although rough linen has been made occasion- 
ally from hemp (Cannabis sativus), flax (Linum 
usitatissimum) has always been the primary source 
for quality linen. The plant’s stem fibers are pro- 
cessed into the thread used for weaving linen. 
History’s oldest surviving garment is made of 
ancient Egyptian linen. Until the rise of cotton 
production and synthetic materials after the 1880s, 
linen was the most frequently used natural plant 
fiber from Europe to Russia and India in the east 
and Ethiopia in the south, although cotton 
(Gossypium) is more predominant in southerly cli- 
mates. In colonial America, for example, linen was 
characteristic of northern areas, while cotton 
dominated the South. 

Native from western Europe to Iran and south 


to North Africa, wild flax (L. bienne) is the most 
probable ancestor of the cultivated species L. 
usitatissimum. Edible and industrial oils have also 
been produced from both flax species. L. bienne 
seeds have been found in Middle Eastern ar- 
chaeological sites dated to 9200-8500 B.c.£., prov- 
ing the plant’s use predates domestication, but 
by 6000 .c.z. L. usitatissimum seeds are more com- 
mon in sites in Syria, an indication that they were 
part of the wheat and barley agricultural complex 
developing at the same time as irrigation tech- 
nology. From the Fertile Crescent, cultivation 
spread westward to the Mediterranean basin and 
northern Europe, becoming common by the 
Bronze Age. Though not native to the Nile River 
valley, flax was farmed there as early as 5000 B.c.z. 
and became practically the sole wrapping mate- 
rial for mummies. Ancient priests in Judea, Egypt, 
Greece, and the Fertile Crescent often wore linen 
garments as a sign of purity. 

The eastward spread of flax cultivation 
lagged behind Western distribution, but archaeo- 
logical evidence records its cultivation in Paki- 
stan and India by 3000 B.c.z. Throughout the 
Eurasian landmass, linen cloth has been a staple 
item of exchange between sedentary peoples and 
nomads, along with horses, rice, grains, and 
weapons. This relationship was fraught with 
periodic crises of demand and supply tied to 
population migrations and conquests, such as 
the movement of the Huns, who depended on 
linen imports for summer clothing in the hot 
Central Asian steppes. 

Flax cultivation flourished in the ancient 
Western world, whereas silk dominated in China 
and cotton dominated in India. Though linen 
production decreased after the fall of the Roman 
empire, production of Egyptian linen flourished 
under Muslim rule. Linen elaborately embroi- 
dered in silver and gold—called tiraz—was a 
medieval luxury good, particularly when the 
Fatimids (969-1171) sponsored commerce with 
Italy. The Ayyubids, however, who ruled Egypt 
and Syria from 1169 to 1252, turned to bulk flax 
thread production for export and then focused 
on sugar exports by the twelfth century. As flax 
acreage dwindled, medieval west European lin- 
ens outpaced Egyptian ones. Flemish, Dutch, 
and northern Italian production attracted mer- 
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chants seeking the fine linens of Ypres, Ghent, 
Bruges, Cambrai (hence “cambric”), Verona, 
Cremona, and Brescia at distribution markets 
like the famous four annual fairs in Champagne, 
France, sites of some of the earliest innovative 
banking. From the fifteenth to the seventeenth 
centuries, Spain was a major player in the linen 
trade, with reportedly 16,000 looms operating 
in Seville, its port with the Americas. To the 
north, the Hanseatic League’s wealth depended 
on linen, which remained the choice for under- 
clothing and for luxury dress throughout Eu- 
rope, despite competition from silk. The poor 
wore wool. 

Textiles were the major industry of the medi- 
eval and early modern periods and fueled inter- 
est in mechanization. As a result of the revocation 
of the edict of Nantes in 1685—meaning France 
no longer tolerated Protestants—many skilled 
linen manufacturers immigrated to England and 
Ireland, turning both countries into major fine 
linen producers. The first experimental spinning 
factory in England dates to 1797, but it took fif- 
teen years to develop an effective system of in- 
dustrial production. Early industrialization 
allowed British merchants to compete successfully 
in the nineteenth century against local manufac- 
tures throughout the world. Thereafter, manufac- 
turing became mechanized worldwide, though 
north European linen dominated markets well 
into the twentieth century. Ireland, followed by 
Japan, Russia, and Belgium, remains the world’s 
finest linen producer. 


Fabio Lopez-Lazaro 


See also: Egypt; Hanseatic League. 
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LIST, GEORG FRIEDRICH 
(1789-1846) 


A German economist, journalist, politician, 
and promoter, whose arguments in favor of 
protective tariffs and state-sponsored eco- 
nomic development and against the free-trade 
doctrines of Adam Smith and David Ricardo, 
exercised great influence in Germany and the 
United States. 


Born in Reutlingen, Georg Friedrich List pursued 
a highly successful career in the Wiirttemberg civil 
service, which culminated in a professorship at the 
University of Tubingen. His activities as a liberal 
journalist and politician led to his dismissal from 
state service in 1818. He became the leader of a 
national organization lobbying the German states 
to form a customs union (Zollverein). He was 
charged in 1822 with political offenses, fled abroad, 
but returned to Wtirttemberg for a brief imprison- 
ment, and immigrated to the United States in 1825. 
While in the United States, List participated in rail- 
road and other development projects and took part 
in the debates over American tariff policy. After 
returning to Germany in 1830, List worked as a 
freelance journalist promoting railway construc- 
tion, the expansion of the Zollverein, and German 
political unification. His book Das Nationale System 
der politischen Okonomie (1841) was the most impor- 
tant presentation of economic protectionism pub- 
lished in the first half of the nineteenth century. It 
was read widely in Germany and the United States 
(where its first English edition appeared in 1856). 
List committed suicide in Kufstein, in the Austrian 
Alps, in 1846. 

List is an extremely important figure in the 
history of German economics, whose work influ- 
enced national policy from the time of his death 
until the end of the twentieth century. More 
clearly than anyone else in his time, he articulated 
the view that development was the central fea- 
ture of modern economic life, that the process of 
economic development could not be entirely de- 
duced from the analysis of free markets tending 
toward equilibrium as the classical economists 
assumed, and that successful economic develop- 
ment required active state participation in the 
economy, not simply an absence of state interfer- 
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ence. He saw manufacturing as the key to devel- 
opment and tended to subordinate trade to con- 
siderations of industrial expansion, but trade 
nevertheless played an important role in his 
thinking. List agreed with the classical economists 
that restrictions on the free exchange of goods 
through trade within a marketing area created a 
less-than-optimal economic situation and re- 
tarded capital formation, investment, and expan- 
sion. He pointed out, however, that under most 
real circumstances, differences in current indus- 
trial capacity between countries and regions 
meant that, under conditions of unrestricted 
trade, areas with high levels of manufacturing 
capacity, like Britain in the first half of the nine- 
teenth century, would always be able to domi- 
nate the markets of areas with less capacity such 
as Germany and the United States. 

The assumption that industrial expansion was 
the core of economic development meant that less 
industrialized countries might never be able to 
create competitive manufacturing sectors and 
would therefore be condemned to economic un- 
derdevelopment as well as to political subordi- 
nation. The solution to the problem, List argued, 
was to mark off large geographical areas, the 
boundaries of which incorporated most of the 
exchanges that affected most people within the 
areas. Inside the boundaries, free exchange was 
to be maintained and state resources were to be 
used to support the private development of 
manufacturing capacity and markets for indus- 
trial products. At the boundaries, state power was 
to be employed, mainly through the instrument 
of tariffs, to impose limits on the entry of manu- 
factured goods from the outside and to ensure 
that the goods that were imported sold at prices 
with which domestic producers could compete. 

This situation could be created, according to 
List, either through the establishment of large 
nation-states such as the United States that would 
pursue protectionist policies, or through the cre- 
ation of associations among smaller states in eco- 
nomically coherent regions whose members 
would agree to a common economic and tariff 
policy. It was the latter course that List advocated 
for Germany, through the mechanism of an ex- 
panded Zollverein. That the German states might 
follow the former pattern, that is, unite into a 
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single federal entity like the United States, was 
something that he contemplated, but it was not 
the main thrust of his economic writing. Because 
of his advocacy of regional economic unions, List 
is considered to be one of the forebears of the 
thinking that produced the European Commu- 
nity and other regional economic associations in 
modern times. 


Woodruff D. Smith 


See also: Free Trade; Ricardo, David; Smith, Adam. 
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LIVES TOCK 


Animals, raised for food or food products, that 
have often been used as a medium of ex- 
change. 


Livestock is one of the oldest forms of exchange 
used in human history. Sheep, cattle, pigs, and 
poultry have been domesticated for thousands of 
years. Early humans used cattle for dairy prod- 
ucts such as milk, and poultry for products such 
as eggs. In early times, a family would have only 
enough animals to provide for its basic needs, but 
by the rise of the ancient civilizations of Sumer 
and Egypt, livestock had become a means of mea- 
suring wealth. Animals could be given as gifts, as 
was often done in the case of a dowry, or used as 
a means of exchange for other products. Wide- 
spread transport of livestock did not occur as in 
modern times, but animals were transferred from 
one region to another to be used for a variety of 
purposes, both as food sources and commodities. 

Sheep, raised for their wool, originated in 
western Asia and by Roman times could be found 
throughout much of Europe. By the twelfth cen- 
tury, wool had become an important commod- 
ity; it was the primary reason for England’s 
enclosure movement (where wealthy landown- 
ers enclosed common fields shared with peasants 
for their own private use) and an important as- 
pect of the English mercantile system. 
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Pictured here are two men with a herd of cattle in the Sahelian Zone of West Africa in 1973. Livestock represents one of the oldest forms 
of exchange known to humanity. (Library of Congress) 


Cattle became important throughout much of 
Africa, particularly South Africa. When the Dutch 
established a station in South Africa, they encoun- 
tered the Xhosa, with whom they traded fresh 
meat and dairy products for their journey around 
the Cape of Good Hope en route to India and 
South Asia. As the Boers (Dutch who settled in 
South Africa) began raising livestock, the two 
groups competed for pasture—a competition that 
resulted in several wars. 

Pigs, considered “unclean” animals and hence 
taboo for adherents of several religions, such as 
Judaism and Islam, were raised extensively in 
Europe asa food source. During the Middle Ages, 
pigs were consumed by the local inhabitants, but 
their real importance as a food source came with 
their introduction to the New World. Spaniards 
routinely left pigs behind in areas where they 
explored. Since the animals were feral and re- 
quired no maintenance, the Spanish had an avail- 
able supply of meat when they returned. 
Throughout much of American history, the pig 
was the main source of protein. 
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The livestock industry developed in the 
United States during the nineteenth century. The 
open ranges of the West provided ample grazing 
land for large herds. Cattle from as far south as 
Texas were annually driven north to the railheads 
in Kansas and then shipped alive or, after the in- 
vention of the refrigerated boxcar, slaughtered for 
transport to the meat-packing houses in Chicago. 
The United States became a major exporter of beef 
to Europe during the late nineteenth and early 
twentieth centuries. After the creation of the Eu- 
ropean Economic Community (now the Euro- 
pean Union), increased livestock cultivation 
within the community reduced, but did not elimi- 
nate, the importation of U.S. beef. Of the 1 mil- 
lion tons of beef consumed annually in Great 
Britain, only 15 tons originate in the United States. 
Other countries that export a large amount of beef 
are Canada, Australia, Brazil, and Argentina. 

The United States exported livestock to Japan 
during the late eighteenth century, but before 
then, the Japanese relied almost exclusively on 
soybeans and fish for their protein needs. The 
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Japanese raised cattle primarily for dairy prod- 
ucts. As the Japanese economy boomed during 
the 1960s and 1970s, the Japanese turned to beef 
as a major source of protein. In 2003, the Japa- 
nese imported approximately 150,000 tons of beef 
from the United States. 

In 2003 alone the beef industry earned $175 
billion in the United States. One of the major fears 
of beef producers is the spread of livestock dis- 
eases such as bovine spongiform encephalopathy 
(BSE), more commonly known as mad cow dis- 
ease. There is evidence that cattle infected with 
BSE, if consumed by humans, leads to an in- 
creased risk of developing the human form of the 
disease called variant Creutzfeld-Jakob Disease 
(vCJD), an untreatable and fatal brain disease. 
One confirmed case in the United States led many 
countries, such as Japan, Mexico, and several in 
the European Union, to ban imports of U.S. beef. 
When mad cow disease was discovered in En- 
gland in 1996, more than 6 million head of cattle 
were destroyed to prevent its spread. Cattle be- 
come infected by eating feed that contains ground 
up brains and other soft tissue from other cattle 
that died of this neurological disease. Since then, 
most governments have banned this type of feed, 
but some animals could still be infected by previ- 
ous exposure to the feed or by leftover feed that 
was never destroyed. 

While sales of beef have been uncertain and 
at some points declined because of BSE, pork sales 
have increased. China is the largest producer of 
pork, raising 430 million hogs in 2002, compared 
with 52.9 million in the United States. Japan, the 
largest consumer of U.S. pork, increased its im- 
ports of pork to replace beef following the dis- 
covery of mad cow disease in the state of 
Washington in late 2003 and 2004. Mexico and 
Canada are also importers of U.S. pork, especially 
as tariffs on the product have been phased out in 
accordance with the North American Free Trade 
Agreement. 

Cynthia Clark Northrup 


See also: Food and Diet. 
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LUDDITES 


Early nineteenth-century English workingmen 
who destroyed labor-saving machines in an at- 
tempt to preserve their jobs. 


Hurt by the Industrial Revolution and the Napo- 
leonic Wars, the textile workers of north central 
England rebelled in the summer of 1811, naming 
themselves after the fictional leader Ned Ludd. 
The leaders of the movement were skilled cloth 
finishers and stocking knitters, craftsmen who had 
quickly fallen from a position of wealth and re- 
spect when the home-based production of luxury 
items was replaced by factory manufacture and 
was crippled by the Continental System of the 
French state, which blocked British imports. The 
protesters acted by attacking factories at night and 
breaking the offending machines; they eventually 
struck factories in Nottingham, Leeds, Halifax, 
Lancaster, and Yorkshire. 

The government, needing factory production 
at high levels to maintain the war effort, responded 
by recruiting 4,000 special constables and deploy- 
ing 12,000 soldiers to the area. Spencer Perceval, 
the prime minister, also put a bill through Parlia- 
ment making the destruction of machines a capi- 
tal offense, despite the protests and speeches of 
reformers and George G. Byron, better known as 
Lord Byron. Factory owners also hired armed 
guards and defended themselves against Luddite 
attacks. In April 1812, Luddites killed William 
Horsfall during an attack on his factory, a murder 
for which more than 100 Luddites were arrested 
and fourteen were hanged. 

The general economic conditions of the pe- 
riod, including food shortages and riots among 
English workers, exacerbated the problems pro- 
tested by the Luddites. The government made 
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Believing that technology threatened their livelihoods, hand loom weavers, known as Luddites, attack machine looms in a textile factory in 


early nineteenth-century Britain. (Mary Evans Picture Library) 


mass arrests and indictments and executed ma- 
jor participants, including a twelve-year-old boy, 
who cried for his mother on the scaffold. With 
public sympathy dangerously split between the 
beleaguered workers and the manufacturers, the 
government compromised by ending Luddite 
executions and instead deporting their convicted 
leaders to Australia, where, ironically, there were 
no machines among the penal colonists. 

Luddite protests were aimed at the machines 
that had replaced their valuable hand labor with 
cheap and unskilled factory work, but also included 
resistance to the unsafe and squalid conditions of 
the early Industrial Revolution. The authorities 
clearly sided with the factory owners and sup- 
pressed the rebellion as a threat to the nation’s pros- 


perity. The term “Luddite” survives into the 
twenty-first century as a description of a person 
resistant to new technology, such as computers. 


Margaret Sankey 
See also: Napoleonic Wars. 
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MADRAS 


A city located in the southeastern portion of 
India in the Bengal region that became the 
first British settlement on the subcontinent. 


Madras was first settled by Francis Day, a trader 
with the British East India Company, in 1639. Ini- 
tially a fishing village, the land was ceded to the 
company by Raja of Chandragiri, the last of the 
Vijayanagar rulers in the region. The company 
constructed a small fort there in 1644, which later 
became known as George Town in honor of the 
king. The British East India company opened trad- 
ing stations (called factories) that focused on trade 
in textiles during the seventeenth and eighteenth 
centuries (before the Industrial Revolution in 
Great Britain). Indian cotton fabric became the 
most popular type of cloth and drew the atten- 
tion of the British industrialists, who developed 
machinery like the spinning jenny and the flying 
shuttle to produce cloth in England. 

Madras was also significant because it was the 
“gateway to South India.” During the race for con- 
trol over the Indian subcontinent, the Dutch estab- 
lished factories north of Madras. The Dutch and the 
English were competitors throughout much of the 
seventeenth century. However, after the accession 
to the throne of William II of Orange and Mary II, 
the two countries became basically united under 
William II and worked in cooperation. The French 
then became the leading competitor in the region. 
In 1746, the French fleet captured Madras. But two 
years later Britain regained control of the city as a 
result of the Treaty of Aix-la~-Chappelle, which ended 
the War of Austrian Succession (King George’s War) 
(1739-1748), a conflict in which France and Britain 
had taken opposite sides. The trading stations at Ma- 
dras continued to operate and expand their control 
over the local population over the next decade. 
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In June 1756, the nawab Siraj-ud-daulah and 
his forces, who were allied with the French, at- 
tacked the British settlement at Calcutta. British 
East India Company workers were imprisoned in 
a dungeon, where many died. This incident be- 
came known as the Black Hole of Calcutta. In re- 
sponse, one of the company commanders at 
Madras, Robert Clive, led a force from Madras 
against the nawab. The British defeated the In- 
dian forces at the Battle of Plassey and ensured 
British dominion over India from that time until 
the end of World War II. Clive’s attack, which oc- 
curred during the Seven Years’ War (which Ameri- 
cans call the French and Indian War, 1754-1763), 
resulted in the end of French settlements in In- 
dia. Clive also arranged a treaty with Emperor 
Shah Alam on August 12, 1765, which allowed the 
British company to collect revenue from Bengal, 
Orissa, and Bihar, in exchange for a yearly pay- 
ment of 260,000 rupees. Clive returned to En- 
gland, one of the wealthiest men in the world, 
only to commit suicide in 1774. 

Along with Calcutta and Bombay, Madras 
formed the center of the British-Indian empire. 
The British East India Company continued to 
administer affairs in India until the Sepoy Mu- 
tiny of 1857, when the British Parliament incor- 
porated India into the British empire under direct 
rule. In 1947, following World War II, India re- 
ceived its independence. 

Madras (now called Chennai) is the fourth- 
largest city in India. Tourism is one of the largest 
industries in the city, which boasts the longest 
beach in the world, Golden Marina Beach. 


Cynthia Clark Northrup 


See also: British Empire; Textiles; Wars for Empire. 
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Madras has been the primary trading port of southern India for centuries. The city’s business district is shown here. 


(© David Wells/The Image Works) 
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MAGELLAN, FERDINAND 


(1480-1521) 


The leader of the first expedition to circum- 
navigate the globe. 


Born in Portugal of minor nobility, Ferdinand 
Magellan spent his early life as a page at the royal 
court in Lisbon. During his youth, Portugal led 
the world in seeking new routes to the Far East 
by way of Africa. In 1488, Bartolomeu Dias dis- 
covered the Cape of Good Hope at the southern 
tip of the continent. Portugal’s determination to 
circumnavigate Africa had led the nation to reject 
Christopher Columbus's proposal to sail west 


across the Atlantic. Magellan may have been in 
Lisbon in 1493, when Columbus arrived on his 
way back to Spain with news of his discovery. Four 
years later, King Manuel I sent Vasco da Gama on 
an expedition that finally circumnavigated Africa. 
Soon, adventurers were on their way to the Far 
East to conquer all routes connected with the valu- 
able spice trade on behalf of Portugal. 

In 1505, Magellan joined an expedition led by 
Francisco d’Almeida, the first Portuguese viceroy 
in India. The expedition was ordered to build forts 
along the African coast, take cities in India, and 
establish trade agreements with local rulers. After 
helping to take the city of Goa and winning the 
rank of captain, Magellan returned to Portugal in 
1512. He was promoted to a higher noble rank and 
granted a monthly stipend. When he petitioned 
the Crown for a slight increase in the stipend in 
1513, King Manuel I turned him down and let him 
know that there would be no further need for his 
services in Portugal. Magellan spent the next three 
years studying maps, astronomy, and navigation 
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Ferdinand Magellan led the first expedition to circumnavigate the 
globe in the early sixteenth century. Even though he was killed in 
the Philippines, he helped open up the world to European conquest 
and trade. (Library of Congress) 


with an astrologer named Ruy Faleiro. Both men 
became convinced that a strait existed between the 
Atlantic and the ocean recently discovered by 
Vasco Nunez de Balboa west of Panama. 

In 1517, Magellan and Faleiro headed to Spain 
to propose an expedition to circumnavigate the 
globe. Winning the support of the Board of Trade 
and young King Charles I (the grandson of 
Ferdinand and Isabella) Magellan was sent to find 
the strait between the two oceans. On Septem- 
ber 20, 1519, he left Spain with five ships and 234 
men. The fleet headed first to the Canary Islands, 
and then across the Atlantic to the bay at Rio de 
Janeiro. The journey down the coast of South 
America was plagued by violent storms, the mu- 
tiny of the crew, and the loss of one ship. Despite 
the hardships, Magellan discovered the strait later 
named after him on November 28, 1520. 

The men headed north and west into the new 
ocean that Magellan called the Pacific. They dis- 
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covered Guam and a chain of islands off the coast 
of Asia, which was later known as the Philippines. 
While attempting to establish treaties with local 
leaders, Magellan was killed by natives on Mactan 
Island on April 27, 1521. Only one ship and a 
handful of men finally made it back to Spain in 
September 1522. While profits from the voyage 
were small, the journey gave Spain the Philip- 
pines and the world the passage to the Pacific for- 
ever known as the Strait of Magellan. 


Mary Stockwell 


See also: Exploration and Trade; Portugal. 
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MALI 


The largest and poorest country in West Af- 
rica, bordered on the north by Algeria, on the 
east and southeast by Niger, on the south by 
Burkina Faso and Cote d’lvoire, and on the 
west by Guinea, Senegal, and Mauritania. 


Present-day Mali is heir to the ancient African 
empires of Ghana (fourth to eleventh centuries), 
Mali (twelfth to fourteenth centuries), and 
Songhay (fifteenth through sixteenth centuries). 
During the thirteenth century, Mali became a 
powerful country in West Africa primarily because 
of its gold. Mansa (Emperor) Musa ruled during 
the height of the empire’s power. To demonstrate 
his wealth and prestige, he journeyed to Mecca 
laden with gold and slaves. Timbuktu became an 
important trade city, and education was empha- 
sized under Muslim rule. In 1590, the Moroccan 
army invaded but failed to conquer the region that 
subsequently split up into smaller states. During 
the nineteenth century, the French successfully 
conquered Mali, which was renamed French 
Sudan and became part of French West Africa. 
During the seventeenth through the nineteenth 
centuries, the country became dependent on pas- 
toral and agricultural activities. Cotton, livestock, 
and gold were the primary exports. Between the 
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two world wars, there was a failed attempt to 
achieve independence. After World War II, many 
former colonies gained their independence. Mali 
became part of the French Community (an orga- 
nization that links France and its former colonies) 
in 1958 and achieved independence as the 
Sudanese Republic. After a failed attempt to join 
with Senegal, it was renamed the Republic of Mali. 

Political and economic instability has plagued 
the nation since independence. French advisors 
tried to ease the economic problems of the na- 
tion, but the lack of a diverse economy remains a 
key obstacle to prosperity. 

During the 1970s, a severe drought resulted 
in a famine among the people of northern Mali, 
killing thousands of livestock and hundreds of 
thousands of people. Farmers were unable to ir- 
rigate their fields, and subsequently the produc- 
tion of cotton, the chief export of the country, was 
hampered. Some families migrated to the south- 
ern region of the country, but the affect on the 
economy of the country was disastrous. The 
desert continues to expand, creating continued 
problems for farmers and nomads who rely on 
the raising of livestock for income. In addition, 
land routes out of the country through Céte 
d'Ivoire have become impassable at times because 
of unrest there. 

Food crops grown in Mali include peanuts 
and rice; fish is imported from neighboring 
Niger. In 2002, cotton and gold accounted for 80 
percent of Mali’s exports. Mining of phosphate, 
salt, and limestone bring some revenue to the 
government, but other natural resources such as 
bauxite, manganese, iron ore, lithium, uranium, 
tin, copper, and diamonds remain largely un- 
tapped. Chief imports include food, machinery, 
and petroleum. The main trading partners of 
Mali are France and its former colonies in the 
Franc Zone. 


Cynthia Clark Northrup 


See also: West Africa. 
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MALTHUS, THOMAS ROBERT 
(1766-1834) 


A famous classical economist born near 
Dorking, close to Surrey, England. 


Thomas Robert Malthus took Holy Orders in the 
Church of England in 1797, after graduating 
from Cambridge. Though he was a mild and 
gentle man, his ideas have generated debate and 
violent dispute. His motives were also suspected 
of being hostile to the democratic expectations 
that were a part of the public ideology of his life- 
time. The policy significance of his ideas has 
been debated in a variety of forums. An Essay on 
the Principle of Population (1798, second edition 
1803) was the major cause of the ideological up- 
roar that endures to this day. His thesis was 
simple, and the implications were radical. His 
argument was that since population increases 
by a geometrical ratio and the means of subsis- 
tence by arithmetical ratio, social stress and eco- 
nomic poverty are inevitable. In his first edition, 
famine, disease, and war are the only means to 
limit population growth. In the second edition, 
Malthus allowed that “moral restraint” (some 
form of conscience limitation of numbers, some 
means of birth control) could be included in the 
list of means to check population growth. Con- 
troversy remained widespread. 

Along with Adam Smith and David Ricardo, 
Malthus became a major source for classical eco- 
nomic theory with its assumptions of inherent limi- 
tation of resources, the invisible hand, and the 
celebration of laissez-faire. The capitalist market 
ideal, with its particular appeal to a certain form or 
expression of the market's natural laws, was con- 
ceptualized during Malthus’s lifetime. Political 
economy became economics, the dismal science, 
as the market was assumed to be a reality based 
on limiting resources. It was a given and innate, 
and humanity had to endure its painful lessons. 

In this age of revolutions—American, French, 
and Industrial—critics of Malthus’s ideas were not 
pleased. The varied socialist groups, democratic 
reformers, and general critics of market capital- 
ism rejected the classical assumptions of the free- 
market economy. 
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English economist Thomas Robert Malthus theorized in his 1798 
An Essay on the Principle of Population that population would al- 
ways outstrip agricultural production, thus leading to famine. But 
trade and technological innovation have largely proved him wrong. 
(© Topham/The Image Works) 


In his autobiography, Charles Darwin cited 
Malthus’s population theory as the basis for his 
concept of natural selection. Many reformers be- 
lieved that concept was just rationalized brutal- 
ity. Darwin’s concept was cited in the public 
debate over the causes of poverty, the need for a 
just social policy, and the necessity for increased 
individual birth control. Malthusian concepts 
were present in the development of post- 
Galtonian eugenics. In brief, there is a Malthusian 
element in the current debate over moderniza- 
tion, the nature of economic growth, and ulti- 
mately globalization. 

Darwin claimed in the Origin of Species (1859) 
that natural selection was the operating factor 
both in nature and human culture. Social Darwin- 
ists with various ideas for the reform of human 


culture celebrated that the worlds of nature and 
human culture operated under the same ideologi- 
cal or scientific or naturalist dictum. The English 
advocates of birth control took the name of neo- 
Malthusians. Reformers in other countries took 
up the cause under various banners. 

In 1805, Malthus became a professor of politi- 
cal economy at the East India Company’s college 
in Haileybury, Canada. He wrote widely until his 
death. Unfortunately, his most famous idea be- 
came the ideological analogy to a “sound bite,” 
masking his more mature and complex ideas. His 
major work was Principles of Political Economy 
(1805). 


Donald K. Pickens 


See also: Population. 
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MANCHU DYNASTY 


The last imperial government in China. 


Called “Manchu” from “Manchuria” and “Da 
Qing” meaning “great purity,” the Manchu dy- 
nasty was known for great territorial, economic, 
and commercial expansion and lasted from the 
mid-seventeenth to the early twentieth centuries. 

The Manchu people originated from the 
Jurchen tribes, who had conquered northern 
China between the twelfth and thirteenth centu- 
ries. The Ming dynasty (1368-1644) established 
control over the Manchus by bestowing titles of 
honor on them and granting them trading privi- 
leges. By the late sixteenth century, the Manchus 
had a firm base along the northern border of Ko- 
rea, while other Manchus established a thriving 


trade in furs, horses, and luxury items. Those 
Manchus who had adopted the trading livelihood 
became acculturated to the Chinese way of life 
and were no longer tribal. 

The ascent of the Manchus in China brought 
hope to Western traders, who had already real- 
ized significant profit from Chinese trade. For in- 
stance, the Dutch, whom the Portuguese had 
barred from entry to Canton (Guangzhou) un- 
der Ming rule, had their trade desires revived with 
the establishment of the Manchu regime. Tradi- 
tionally, the only open port of trade existed in 
Canton. The single-port system of trade changed 
in later Manchu times. 

During the eighteenth century China experi- 
enced significant territorial and commercial gains. 
Handicraft industries, such as porcelain manufac- 
ture and painting flourished. The spice trade pros- 
pered under the Manchu dynasty as well. By the 
late eighteenth century a steady stream of trade 
was established between Canton, India, and En- 
gland. The English imported tea in great amounts, 
importing over forty-million pounds in the 1750s. 
Raw silk, porcelain, rhubarb, lacquerware, and cas- 
sia also figured prominently. The English exported 
to China woolen fabric, lead, tin, iron, copper, furs, 
linen, and other assorted items. China exported to 
India nankeen cloth, alum, camphor, pepper, ver- 
milion, sugar, confections, drugs, and porcelain. 
Imports from India included raw cotton, ivory, san- 
dalwood, and silver. Opium also entered China in 
great quantity from India. 

Traders often dealt with opium on a cash ba- 
sis because of the illicit nature of the drug. For a 
time, particularly toward the end of the Manchu 
dynasty, opium addiction in China grew to such 
an extent that there were economic repercussions. 
It caused stagnation in demand for other com- 
modities and a steady drain of silver ingots, 
China’s official means of exchange. 

Tea dominated the market, in part because of 
the prohibition on rice exports and the limitation 
on silk exports. Furthermore, Europe produced 
no tea, thereby fostering a great demand for it 
there. Chinese merchants in Canton established 
a monopolistic guild known as the cohong, or 
hong, merchants in 1720. In 1754, the Manchus 
ordered the cohong merchants to insure the good 
behavior and transit duties of foreign traders. 
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These merchants survived for many years because 
they maintained a system of mutual guarantee 
called the “Consoo fund,” to which they would 
pay 10 percent of their trading profits. The cohong 
used this fund in times of emergency, particularly 
when the Manchu government demanded pay- 
ment for favorable treatment. 

Generally, the balance of trade in Canton dur- 
ing the eighteenth century favored China, since 
itneeded little in the way of foreign products such 
as waistcoats and fleece stockings, while Western 
merchants bought large quantities of tea, silk, and 
rhubarb. 


MANCHU DYNASTY AND 
EUROPEAN TRADERS 


Chinese society under the Manchu dynasty re- 
fused to rely on foreign merchandise for anything 
and held the view that trade for foreigners was a 
privilege and not a right. The emperor Qianlong 
(r. 1735-1796) once wrote to King George III 
through his envoy explaining that the Chinese had 
never valued or needed ingenious items from the 
West. Furthermore, like the Ming that preceded 
it, the Manchu state generally distrusted interna- 
tional trade, though this distrust did not always 
seem apparent from the thriving commerce asso- 
ciated with China’s east coast. 

Manchu foreign trade policy, particularly in 
earlier times, reflected its concern with national 
security. As China’s economic growth sparked the 
curiosity of European maritime powers, the 
Manchus tried to limit contacts between the out- 
side world and those likely to revolt. An imperial 
edict in 1759 permitted maritime trade only at the 
port of Canton. Similarly, to restrict the prolifera- 
tion of Chinese traders in Mongolia, the Manchus 
took strict measures to regulate trading through 
the use of permits. The Manchus did not issue the 
permits easily, and they required the permits to 
show the quantity of goods and number of per- 
sons allowed. The Manchus feared that if Chinese 
moneylenders and traders increased in Mongolia, 
their presence would incite rebellion among 
Mongols. Such a possibility only increased the 
Manchu fears about national security. Manchu 
leaders saw trade as a catalyst for unrest and dis- 
order as well a way for confidential defense infor- 
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mation to be passed to foreign entities, which in 
turn would lead to an outflow of silver and crimes 
such as piracy. 

As a result of such uncertainty, Manchu offi- 
cials turned to their control of contact with Taiwan, 
through which regulations established limits on 
ship size and licensing. Unfortunately, such a sys- 
tem proved problematic because it allowed senior 
officials on the east coast to profit disproportion- 
ately by controlling maritime and coastal trade. 
While some rulers in earlier dynasties had effec- 
tively realized the benefits of state-implemented 
taxation of valid international trade, the Manchus 
did not succeed in developing the necessary trap- 
pings of such a system. Instead, they relied on 
brides or established monopolies. The onset of sig- 
nificant European trade would prove permanently 
damaging to this system and to the Manchus. 

The British government and the British East 
India Company had established preeminent trade 
in India and its waters, and they began to resent 
the series of restrictions that the Manchus had 
placed on trade. The need for a trading base in 
the Far East became apparent when in 1743 
George Anson, a commodore in the Royal Navy, 
was forced to stop in Canton harbor because of a 
severe storm that damaged his vessel. While 
Anson believed that the administration would 
recognize international maritime laws, he instead 
faced many administrative hurdles, including re- 
fusal to transmit messages, high prices on infe- 
rior supplies, and refusal to repair the ship. In 
response, the East India Company sent negotia- 
tor James Flint, a company trader, to China. Flint, 
who had learned to speak Chinese, conveyed the 
British concerns about the ports and corruption 
to the emperor, who initially seemed understand- 
ing. The emperor, however, ultimately decided 
that he was not friendly to this cause. He had Flint 
arrested and jailed for three years for breaking 
Manchu regulations by sailing north, improperly 
presenting petitions, and learning Chinese. 

Rather than reserve some of their rules or em- 
brace the foreign traders and their requests, the 
Manchus responded by steadfastly reinforcing 
their administrative policies. By the nineteenth 
century, the Manchus felt pressure from Europe- 
ans, British traders in particular, who had repeat- 
edly requested that their government establish 


official trade relations with the Manchu govern- 
ing elite. These British merchants had already had 
success in trade with southern China, and they 
wanted to expand this success into the bulk of 
the area controlled by the Manchus. Multiple at- 
tempts to establish trade relations failed, however, 
until the British won the First Opium War (1839- 
1842) and forced the Manchus to sign the Treaty 
of Nanjing in 1842. This treaty, unfair by any stan- 
dards, obliged the Manchus to open multiple 
ports to foreign trade and residence. The treaty 
forced the Manchus to pay for opium destroyed 
in 1839 during an attempt to constrict the flow of 
the drug into China. It also set the prices for cer- 
tain commodities, such as tea, silk, cotton, wool- 
ens, ivory, metals, and alcohol. The Treaty of 
Nanjing set the stage for several trading treaties 
to follow. Pressure and intrusion from the West 
only added to the deterioration of the Manchu 
regime, which was already weakened by inter- 
nal uprising. 

Contributing to the Manchu decline were the 
British defeats of the Chinese, an unmanageably 
expanding population, the loss of silver to trad- 
ers, the challenges of the educated in finding of- 
ficial employment, widespread opium abuse and 
addiction, weakening of the dynastic armies, and 
rampant suffering and loss of morale. The funda- 
mentally republican and nationalist Sun Yatsen 
nurtured a movement to overthrow the Manchu 
dynasty so that a republican form of government 
could take hold in China. The Manchu (Qing) 
dynasty, the last regime of monarchic rule in 
China, fell in 1911. 


Sanchitha Jayaram 


See also: China; Ming Dynasty; Opium. 
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MANILA 


The principal port of the Philippine Islands. 


Manila’s location on the west coast of Luzon at 
the mouth of the Pasig River, which empties into 
Manila Bay, has been settled since around 500 c.z. 
Archaeological evidence indicates the presence of 
a literate agricultural culture at Maynilad with 
trade by barter among the local communities and 
with China and other parts of the Asian main- 
land. Maynilad’s last pre-Hispanic ruler, Rajah 
Sulayman, fell to the Spanish conquistador, 
Miguel Lopez de Legazpi, who destroyed the 
settlement in 1571, established a Spanish town on 
the site, and died in 1572. Chinese pirates suc- 
cessfully attacked in 1574. Fortification of the city 
began in 1590, which resulted in the creation of 
Intramuros—a walled district—which incorpo- 
rated a moat and six drawbridges. The bridges 
were raised each night until 1852, and the moat 
was filled in only in 1905. 


ARRIVAL OF THE SPANISH 


The founding of Intramuros was followed by mass 
conversions of the population to Christianity, 
adoption of Spanish fashion, writing, and lan- 
guage, and the establishment of the Filipinos as a 
Latin people in an Asian setting. The founding also 
created friction with the Portuguese, whose domi- 
nance in the spice trade seemed threatened by the 
new port. Portuguese Macao’s merchants used 
Manila to sell Chinese silk for American silver. 
When the Dutch closed the Strait of Melaka (Ma- 
lacca) and the Portuguese lost the spice monopoly, 
the trade through Manila kept the economy of 
Macao alive. Asian economies were eager for 
American silver, and silk prices were so low that 
the eight-to ten-week voyage from Acapulco re- 
mained profitable, even with a return voyage of 
four to seven months against the wind and 
through the typhoon belt. The galleon trade 
peaked in the late sixteenth and early seventeenth 
centuries. The value of bullion shipped in 1597 was 
12 million pesos, greater than the legal transatlan- 
tic trade, and twice the average for the period. The 
galleon trade profited the Philippines also because 
local teak was usually used for construction. 

The galleon trade became unprofitable be- 
cause there were only two or fewer voyages a year. 
The Philippine administration required a subsidy 
to keep the trade afloat because most of the local 
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profits went to immigrant Chinese and other lo- 
cal Spanish or Filipino merchants—or to local re- 
ligious or government officials. Still, “The 
Distinguished and Ever Loyal City,” as Manila was 
called after 1574, remained a growing center for 
colonial administration, education, and religion. 
Throughout, Manila served as an entrepot for the 
transfer of Asian goods for American bullion, with 
little cargo of local Filipino manufacture. Even the 
currency was Mexican silver pesos. 

Manila established religious and educational 
institutions in the Spanish period: a seminary in 
1601, a Dominican college in 1611, and the Uni- 
versity of Santo Tomes in 1857. Also, the Catholic 
Church established its presence in the surround- 
ing villages, which were eventually absorbed by 
the growing city. Setbacks came with earthquakes 
in 1645 and 1863, but growth continued. 

The British took Manila in 1762, catching the 
Spanish by surprise. They demanded a ransom, 
but the Spanish did not comply and regained the 
city in the peace of 1763. Manila began a period 
of slow decline and after 1810 was neglected as a 
remote corner of a dying empire. By 1825, 
Manila’s trade was more with England and the 
United States than with Spain, which recognized 
the inevitable and opened the city to foreign trade 
in 1837. 


AMERICAN COLONIAL ERA 


The revival of Manila came after the Spanish- 
American War of 1898 and the Filipino-American 
War that followed until 1902. After quelling the 
rebellion that had arisen against Spain and con- 
tinued against the United States, the United States 
ended tonnage levies, freeing the port to become 
the largest hemp market in the world and a ma- 
jor exporter of sugar, tobacco, copra, and hemp. 
Steam-powered processing industries were estab- 
lished in the city as well. In 1903, the population 
was nearly 220,000; by 1935, it was 620,000. 
During what was termed the “forty years in 
Hollywood,” Manilans incorporated the American 
language and culture, including mass education. 
The American era saw the construction of a new 
infrastructure as the Filipinos added silk stockings, 
sharkskin suits, cabarets, and movie theaters to 
their culture. Then came World War II and the 
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Japanese occupation from 1942. The Americans 
retook Manila in 1944, destroying much of the city 
in the process. As before, the city rebuilt quickly. 
In 1946, the Philippines became independent, the 
“showcase of democracy in Asia.” A flourishing 
economy made the Philippines the second rich- 
est of the Asian nations. The 1950s were years of 
revival of the port and renewed industrialization. 

In the 1960s, while the rest of the region was 
still underdeveloped, Manila began a new build- 
ing boom that saw the creation of structures for 
the University of the Philippines and other land- 
marks. The Philippines enjoyed one of the world’s 
highest literacy rates. 

The city entered another dark time in 1972, 
when Ferdinand Marcos imposed martial law. For 
the next twenty years, the city stagnated as Marcos 
promoted a movement of rural dwellers into the 
city, causing increasing problems with slums, trans- 
portation, sewage, and power. Even the introduc- 
tion of light rail in 1984 did not help matters. 

By the end of the twentieth century, Manila 
was the center of Philippine manufacturing, 
which was overly concentrated. One manufac- 
turer alone employed half the country’s manu- 
facturing workers. Manila was blessed—or 
cursed—with the deep and protected harbor that 
made it the principal port of entry for raw mate- 
rials and other imports. With a population of 12 
million, it had a built-in local market. High literacy 
and widespread education made for a good pool 
of skilled labor. And the city had long been the 
seat of government, finance, and culture. 

The city manufactures and/or exports cloth- 
ing, electronics, textiles, food and beverages, to- 
bacco products, leather goods, and other items. 
Local processing industries prepare plywood, 
sugar, copra, and other items for export. Manila 
also has a strong tourist industry. In 2003, the ro- 
ro (roll-on roll-off vessels) “nautical highway” 
system of barges linking ports promised to reduce 
the requirements for bridges while still allowing 
trucks and buses to traverse the islands, making 
trade through the Association of Southeast Asian 
Nations region cheaper and easier. The pressure 
was potentially eased on Manila’s old load-and- 
unload port technology and its congested port. 


John Barnhill 


See also: Spanish Empire. 
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MANILA GALLEONS 


Merchant ships that sailed between Manila, Phil- 
ippines, and Acapulco, Mexico, from the late 
sixteenth to the early nineteenth centuries. 


Spanish, Chinese, Malay, and merchants of other 
nationalities exchanged Asian silks, spices, gems, 
gold, jewelry, and porcelain for silver from the 
New World mines of Mexico and Peru. By the early 
sixteenth century, the Portuguese had already es- 
tablished trading missions in the Spice Islands 
(present-day Indonesia). The enormous profits 
and prestige from this trade quickly attracted 
Spanish attention. Portuguese-born but Spanish- 
employed explorer Ferdinand Magellan reached 
the Philippine island archipelago in 1521, where 
he claimed the land for Spain. For the next forty 
years, the problem of finding a safe and reliable 
route to and from Mexico’s Pacific coast was not 
solved. Occasional typhoons, large stretches of 


empty ocean, and prevailing easterlies (the trade 
winds) made the voyage treacherous. Only in 1564 
was a way found by sailing north to Japan and 
then on to the North American continent. 

The Manila galleon trade began soon after the 
Spanish founding of Manila in 1571. The length of 
the sea voyage, along with government laws in- 
tended to regulate commerce, limited the trade to 
one ship per year leaving Manila. If a galleon were 
lost at sea, either to bad weather or, rarely, English 
or Dutch pirates, the effect on the Philippine 
economy was catastrophic. Only the sailing of the 
next Manila galleon would revive the colony. 

Silk fabrics were a primary Asian trade item. 
In addition, spices such as clove, cinnamon, cay- 
enne, nutmeg, and pepper were also in high de- 
mand by Spanish merchants. Much of this trade 
eventually was exported from Mexico to Europe. 
Asian merchants responded to their new custom- 
ers by making products tailored to their taste. The 
most famous example is the Chinese manufacture 
of porcelain (previously unknown to Europeans) 
with scenes such as Dutch houses and windmills. 
The silver used by the Spanish to purchase these 
items came from the New World mines in Mexico 
and Peru. In many Asian countries, especially 
China, silver was a valuable form of currency. 

Unfortunately, the trade did not contribute 
substantively to the local Philippine economy. Ma- 
nila was a place of exchange for the products of 
Europe, its imperial American possessions, and 
Asia. Although the Philippines produced coco- 
nut products and some gold, little of the trade, 
either by volume or value, involved products 
made by native Filipinos. 

The Manila galleon trade helped to create the 
modern-day society of the Philippines. The is- 
lands were named for the Spanish monarch King 
Philip II. Spanish priests converted the over- 
whelming majority of Filipinos to Catholicism. 
Hispanic culture and customs were fused with 
native ones, and the Chinese traders who settled 
on the island were to become a significant pro- 
portion of the present-day population. 

Events that contributed to the end of the Ma- 
nila galleons include increased competition from 
other European powers, the inefficient nature of 
the trade, the Mexican revolution (making 
Acapulco an uncertain place to land a valuable 
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cargo), and the Napoleonic invasion of Spain. The 
last voyage occurred in 1814. 


Charles Allan 
See also: Magellan, Ferdinand; Silk; Spanish Empire; Spices. 
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MARKET REVOLUTION 


The transformation from mercantilism to a 
laissez-faire economic system with limited 
government interference and free trade. The 
market revolution found its fullest historical 
expression in the United States during the 
Jacksonian Era. 


As a historical concept, the market revolution has 
several uses. First, it denotes the transformation 
from mercantilism, in which the monarchy con- 
trolled the economy for political and dynastic 
policy ends, to a laissez-faire ideal in which the 
self-interests of individuals dictated what consti- 
tuted a fair price and fair wage. Before this, the 
economic and political needs of the monarchy, 
such as revenue for war, determined prices and 
wages. Second, it is an expression of the revolu- 
tion that took place in several areas of American 
colonial life from 1760 to 1815 that made the 
laissez-faire ideal so intellectually attractive to the 
new nation, seeking its path in a hostile world— 
hostile because the United States claimed the 
double mantle of independence and democracy 
universally applicable to all nations. Natural rights 
and natural law found expression in political in- 
stitutions and the economy. 


THEORIES OF MARKET 
REVOLUTION 


Adam Smith's Wealth of Nations (1776) was the 
ideological cornerstone of the market revolution. 
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As secretary of the Treasury during the Washington administration, 
Alexander Hamilton envisioned a partnership among merchants, 
manufacturers, leading agriculturalists, and the federal government. 
Via a national bank, federal aid to internal improvements, a tariff 
policy, and a strong court to protect the rights of the holders of 
private property, Hamilton advocated the development of a national 
economy. (Library of Congress) 


The sum of individual self-interests, as guided 
by an invisible hand coupled with the work ethic, 
the labor theory of value, division of labor, and 
deferred gratification (all expressed as natural 
laws) equaled the public welfare. A republic of 
concerned citizens replaced the dynastic state, 
rejecting the “old order” of corruption. Repre- 
sentative government was government limited 
by a written constitution. The market revolution 
found its fullest historical expression in the 
United States. By the time of Andrew Jackson’s 
presidency, the common law upheld the free- 
market ideal: no-holds-barred competition gen- 
erated maximum economic growth. Under the 
judicial leadership of both John Marshall and 
Roger B. Taney, the Supreme Court created the 
constitutional basis for a national economy predi- 


cated on private property and the legal protec- 
tion of contracts. 

John Locke, an American philosopher, gave 
the basic outline to polity and economy with his 
ideas of possessive individualism, natural rights, 
the right of revolution, and self-interest. Among 
other influences, the Lockean tradition main- 
tained a suspicion of government: it should be 
limited and small. When combined with the ro- 
mantic agrarianism of Thomas Jefferson and other 
thinkers, Locke’s philosophy was a powerful an- 
tigovernment force in American history. 

As secretary of the treasury in the Washing- 
ton administration, Alexander Hamilton provided 
an alternative policy. He saw a partnership among 
the wealthier groups and the federal government. 
By way of a national bank, federal aid to internal 
improvements, a tariff policy, and a strong court 
to protect the rights of private property owners, 
Hamilton’s policies truly endorsed a national 
economy. As the saying goes, the nation’s heart 
belonged to Jefferson, but its head belonged to 
Hamilton. Over time, the policies significantly 
influenced the market revolution and the out- 
break of the U.S. Civil War and beyond. The Civil 
War had many consequences, not the least in this 
context was the strengthening of the federal gov- 
ernment as expressed in the nonmilitary legisla- 
tion passed during the conflict. 

Several other factors contributed to the mar- 
ket revolution. Besides the elements already cited, 
the westward movement and the frontier thesis 
of Frederick Jackson Turner helped loosen the 
bonds of the past and made the laissez-faire ideal 
attractive. To be sure, these same groups used gov- 
ernment when it served their interests. After all, 
the government, at whatever level, was the 
people writ large. 


TRANSPORTATION 
REVOLUTION 


The transportation revolution as represented by 
steamboats and railroads used governmental aid 
and private enterprise to shape the national 
economy and a market revolution as the popula- 
tion “leaped” the Mississippi River and moved 
beyond the Rocky Mountains toward California. 
Despite the political opposition of Jackson and 


others, the transportation revolution was not to 
be denied, as witness the enterprise and success 
of the Erie Canal. Ohio and other states joined 
New York in the canal craze. It was soon followed 
by the technological refinement of the steam- 
powered railroads, which were destined to play 
a major role in the U.S. Civil War. 

The social consequence was the Jacksonian 
revolution, the rise of the ideal of the common 
man. This common-man ideal was the cultural 
icon of the market revolution, drawn on the var- 
ied elements of the enlightenment as expressed 
in the New World. The desire was not just to un- 
derstand the world, but also to change it, and 
nowhere was the dictum clearer than in the 
United States. The market revolution was both 
cause and consequence, and the irony was that 
by the mid-nineteenth century slavery was the 
great moral and ethical contradiction in Ameri- 
can life. 

Drawing on Locke’s and Isaac Newton’s 
concepts, with a dash of philosophical skepti- 
cism, the revolutionary explosions in politics 
and economy meant a market revolution. Lib- 
erty, equality, and fraternity became the mod- 
ern trinity of secularism. Institutional and 
personal tension and stress existed among the 
concepts of liberty, equality, and fraternity. For 
example, historically Americans often confused 
equality regarding the vote and social rights 
with economic equality of opportunity. The 
result was a public debate in which the discus- 
sants talked past one another. These revolution- 
ary processes were tempered by another legacy 
from the enlightenment. 

It was the didactic enlightenment that ques- 
tioned the merits of skeptical and revolutionary 
enlightenment. For people who supported the 
didactic, the universe was intelligible. Clear and 
certain moral judgments were possible. The Scot- 
tish moral philosophers such as Adam Smith, 
Thomas Reid, Adam Ferguson, and others ac- 
cepted the “giveness” of human society, the lim- 
its of reason, and a belief in the general saneness 
(the “common sense”) of human nature. Their 
creed intellectually supported the market revo- 
lution that characterized antebellum America. Of 
course, this ideal still garners massive political 
support today. 
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By rhetorically supporting the “natural” in- 
stitutions of family, religion, and education, the 
market revolution contributed to the creation of 
the antebellum American middle class. Capital- 
ism became the dominant and ideal institution. 
In addition, the market revolution was dialecti- 
cally linked to public education. A surge in literacy 
and a proliferation of educational institutions ac- 
companied the changed status of those who ex- 
perienced this revolution. 

While the market revolution liberated many 
institutions from the heavy hand of tradition, it 
contributed to a debate regarding the future of the 
United States as a democracy versus a republic. 
(The word “Democrat” first appeared in the En- 
glish language in 1789.) Fearing that a democarcy 
meant mob rule headed by a “primitive” such as 
Andrew Jackson, many voters and theorists de- 
sired a republic that defended the rights of prop- 
erty, the sanctity of contracts, and a limited 
franchise. They wanted a republic in which the 
market elites shaped state policy to suit their eco- 
nomic designs and desires. Equality became 
equality of opportunity rhetorically available to 
all men, elite or frontiersman. The market defined 
democracy. 

While Andrew Jackson, a slaveholder, ex- 
pressed the rise of the common man, Abraham 
Lincoln, an admirer of Henry Clay’s American 
System and a critic of slavery, was also part of 
the market revolution. Such were the complex 
and fascinating consequences of the market 
revolution. 


Donald K. Pickens 


See also: Transportation and Trade. 
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MARKETPLACES 


Physical locations where economic activity oc- 
curs between buyers and sellers. 


Since prehistoric times, people have traded 
goods—sometimes outdoors, sometimes indoors. 
Early shops were often located in homes or where 
the craftsman worked. Throughout ancient civili- 
zations such as Babylon and Egypt, food and weap- 
ons were the most desired products, and shops that 
specialized in these items were common by 3000 
B.c.E. Archaeologists have determined that main 
districts used specifically as marketplaces did not 
develop until the rise of ancient Greece. 


ANCIENT WORLD 


The ancient Greek agora was both a meeting place 
and a marketplace. Initially, the agora would in- 
clude private homes, shops, and an open area for 
meetings. During the period of Peisistratus, the 
wells around the agora were sealed and the pri- 
vate homes removed. The agora was then devel- 
oped into a civic center. Shopkeepers exchanged 
their goods while people mingled at political and 
social functions. The marketplace was at the cen- 
ter of daily life with its colonnade, palaces, temples, 
and civic buildings. To facilitate trade, Peisistratus 
introduced the use of silver coins, with much of 
the silver originating in his mines in Thrace. 

The success of the Greek agora convinced the 
Romans to develop their own marketplace: the 
forum. During the early seventh century B.C.£., 
Rome had grown along the Palatine, Esquiline, 
and Caelian hills. The low-lying valley between 
the hills was drained between 625 and 620 B.c.£., 
when Rome’s Great Drain, the Cloaca Maxima, 
was dug to the Tiber River. The forum unified the 
city and offered Romans a place to buy and sell 
their products. A separate Forum Boarium (Cattle 
Market) was established next to the river later on. 

Although the forum was initially only a mar- 
ketplace, it quickly became the religious and po- 
litical center as well. Vesta, the goddess of the 
hearth, was worshipped in a straw hut beside the 
forum at first, and later a temple was constructed 
for her in the forum. Other temples were added 
throughout the centuries. 


Marketplaces have been a center of local and regional trade for 
thousands of years. Here, women and children shop for food at an 
open-air marketplace in Vietnam in the early 1960s. 

(Library of Congress) 


During the plebian uprising in 451 B.c.z., 
brought on by wars and famine, the Roman pa- 
tricians were forced to write down a collection of 
laws, known as the Twelve Tables, that would be 
displayed for all to see in the Roman forum. The 
curia, where the Senate met, was located in the 
forum, as was the public treasury. As Rome ex- 
panded and the empire grew, emperors con- 
structed other forums around the central region 
of the city. The Forum of Julius Caesar and the 
Augustan Forum offered Romans additional 
places to shop and worship, while the magnifi- 
cence of the colonnaded promenades and the in- 
clusion of victory arches and columns reinforced 
the political legitimacy of the emperors. 

The forum was destroyed in 476 c.£. with the 
invasion of the barbarian armies. Over the centu- 


ries, material from the forum was used in the con- 
struction of other monuments. Not until the twen- 
tieth century were there efforts to preserve the 
remnants of this ancient marketplace. 


MIDDLE AGES 


Relatively little trade occurred throughout west- 
ern Europe between the fall of Rome in 476 and 
the year 1300. Most families produced just enough 
to survive. When trade did resume, it usually oc- 
curred once a year at an annual fair authorized 
by the local rulers. These fairs developed where 
rivers and trade routes intersected. One of the ear- 
liest fairs was held at Champaign, where Jewish 
and Syrian merchants exchanged their products 
as well. Other important fairs were held at 
Geneva, Antwerp, Leipzig, Madrid, Lyons, Bor- 
deaux, Novgorod, and Sturbridge, England. Since 
most people relied on the barter system, accounts 
were often established at these fairs and then the 
amounts settled the next year. Cloth was the most 
widely traded commodity from outside the im- 
mediate region. Annual fairs proved to be suc- 
cessful in the fourteenth century, with the towns 
prospering from the trade. Many of these cities 
developed banking centers during the fifteenth 
century, as papal restrictions on moneylending 
were relaxed or ignored. 

While these early fairs were held primarily 
for the exchange of goods, the fairs of the six- 
teenth and seventeenth centuries included en- 
tertainment. Minstrels and other performers 
amused the attendees as they purchased goods 
from faraway places. Commerce and entertain- 
ment became a successful formula for increasing 
trade, and the practice continues to the present. 
Important trade fairs, including international 
fairs, attract millions of visitors, who can exam- 
ine the latest inventions and products available 
while enjoying a variety of pleasures from art to 
performances. 


MODERN ERA 


Before the nineteenth century, goods could be 
purchased at fairs, at the shops of individual 
craftsmen, or at local farmers markets. By the 
middle of the nineteenth century, a new type of 
marketplace had developed: the general store. 


MARKETPLACES 605 


Customers could purchase a variety of goods in 
one location—items as wide-ranging as cloth and 
food—which was a real convenience for buyers, 
especially in rural areas. As Americans settled the 
West, the general store became an important busi- 
ness in each locale. As cities grew during the early 
twentieth century, many of the general stores, 
which offered convenience but not much variety, 
gave way to one-line stores that carried a large 
selection of one type of item. Clothing stores 
dominated the one-line stores, offering items for 
every size and shape as well as a number of dif- 
ferent styles and colors. One-line stores can still 
be found in every mall, often specializing in 
glasses, shoes, jewelry, communication products, 
or books. 


CHAIN STORES 


While general stores served their purpose dur- 
ing the nineteenth century, the prices often var- 
ied greatly from one establishment to another. 
In 1859, the Great Atlantic and Pacific Tea Com- 
pany implemented uniform pricing and selec- 
tion of merchandise sold in its stores. Cost 
efficiency through improved management al- 
lowed the chain to sell goods below the price of 
their competitors. Chain stores such as RW. 
Woolworth Company, known as five-and-dimes, 
operated throughout the United States until the 
early 1990s. 


SHOPPING CENTERS, MALLS, 
AND MEGA MALLS 


At the end of the nineteenth century, general 
stores no longer served the needs of the grow- 
ing number of customers in urban areas. A new 
form of mercantile establishment developed: the 
department store, combining the convenience of 
the general store with the variety of the one-line 
store. Within the department store, each line was 
merchandised and sold within a separate depart- 
ment. The success of the department store at- 
tracted small storeowners, who opened shops 
nearby in an effort to attract customers. Larger 
stores such as Sears became the main store in 
strip centers. The first shopping center, the Coun- 
try Club Plaza in Kansas City, Missouri, opened 
in 1922. 
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As the number of customers increased, the de- 
partment stores became anchors for a collection of 
stores: the modern mall. Malls house retail estab- 
lishments, offer services, and provide entertain- 
ment under one roof for customers drawn from an 
average of a twenty-mile radius. When the first 
enclosed mall was constructed in 1956 just outside 
of Minneapolis, more than 2,000 strip shopping 
centers existed. During the next three decades, malls 
were constructed across America. During the 1980s 
and 1990s, approximately 60 to 100 large (400,000 
square feet or more) malls were built each year, usu- 
ally with two or more department stores as anchors. 
By the end of the 1990s, most cities had several malls 
from which customers could choose to shop. 

Many malls are located in downtown areas and 
were designed to attract customers back to the 
business district. These malls combine shopping 
with entertainment and sightseeing. Ghirardelli 
Square in San Francisco, Harborplace in Baltimore, 
Faneuil Hall in Boston, and South Street Seaport 
in New York are examples of these types of malls. 
The 1,500 malls nationwide generate approxi- 
mately 30 percent of all retail sales in the country. 

During the 1980s and 1990s, several larger 
mega malls were constructed in the United States. 
A mega mall contains at least 5 large department 
stores and 300 small shops and draws customers 
from a 100-mile radius. In 2000, 350 mega malls 
existed. The world’s largest mega mall, the West 
Edmonton Mall, was built in Alberta, Canada, in 
1981-1985. The mall encompasses 5.3 million 
square feet of space and contains 800 shops, 110 
restaurants, 19 movie theaters, 11 department 
stores, an ice-skating rink, and the largest indoor 
water park in the world, along with a collection of 
Siberian tigers and penguins. In addition, custom- 
ers can stay at a hotel located within the mall, visit 
the chapel, drink at one of its thirteen nightclubs, 
or see a replica of Christopher Columbus's Santa 
Maria. Another large mega mall was constructed 
in 1992 in Bloomington, Minnesota. The Mall of 
America is over 4.2 million square feet and con- 
tains a seven-acre amusement park at its center. 


RETAIL STORES 


In the United States, retail stores account for a 
large portion of trade conducted within the coun- 


try. The larger stores with more than $500,000 in 
sales accounted for three-fourths of the $2.7 tril- 
lion in sales in 1998. The remaining stores usually 
employed fewer than ten employees and ac- 
counted for the remainder of the sales. Total num- 
ber of employees exceeded 19 million. The latest 
trend in retailing has been the introduction of 
discount stores that charge members a fee, like 
Sam’s Club or Costco, but offer goods at a dis- 
counted price for items purchased in bulk. An- 
other trend is toward superstores such as 
Wal-Mart, where merchandise is purchased in 
such a large volume that prices can be discounted. 


OFF-SITE STORES 


While most purchases have been made in the past 
at a physical location, the marketplace today has 
shifted to anonphysical location. Mail order cata- 
logs, started by Montgomery Ward (1872) and 
Sears, Roebuck, and Company (1886), once of- 
fered customers the convenience of ordering by 
mail. Sears has shifted its emphasis to retail sales, 
whereas Montgomery Ward ceased operations in 
2001. Many customers have transacted off-site 
purchases by telephone or, since advent of the 
Internet, by computer. Many companies, such as 
Amazon.com, sell exclusively in this market. 

Whereas ancient cultures moved from shops 
to central business districts that provided for 
their religious and political needs as well, mod- 
ern civilizations have moved from the general 
store to the entertainment and convenience of 
the mall to an impersonal approach to purchas- 
ing goods. Instead of developing personal rela- 
tions with customers, retailers have been forced 
to rely more on advertising than ever before for 
Internet sales. 

The Internet has not eliminated the shopping 
centers and malls, but the latter have shifted to- 
ward entertainment more than ever before. Most 
malls now have a movie theater on the premises 
as well as other facilities such as ice rinks or video 
arcades. The combination of commerce and en- 
tertainment continues to be a successful formula 
for sales, while religion and politics have been ex- 
cluded from the marketplace. 


Cynthia Clark Northrup 


See also: Agora; Fairs, International Trade; Festivals and Fairs, 
Medieval. 
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MARSHALL PLAN 


The U.S. effort to aid war-torn Europe and 
contain Soviet communism after World War II. 


The Marshall Plan (also known as the European 
Recovery Program) became one of the two pillars 
supporting the containment policy. George F. 
Kennan, head of the U.S. Department of State’s 
Policy Planning Staff, first coined the concept ina 
famous article he wrote anonymously for a 1947 
issue of Foreign Affairs. While Kennan described 
containment as a check on the expansionist ten- 
dencies of Soviet Russia, President Harry S 
Truman and Secretary of State George C. Marshall 
transformed the concept into U.S. policy. 
Truman laid the groundwork when he deliv- 
ered an address before a joint session of Congress 
on March 12, 1947. In seeking funds for military 
and economic assistance to block communist in- 
surgents in Greece and Soviet military pressure 
on Turkey, Truman suggested that any time di- 
rect or indirect aggression threatened free 
peoples, U.S. security would be undermined. The 
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Truman Doctrine grabbed the attention of the 
American people and galvanized political opin- 
ion into a powerful, anticommunist consensus. 
His administration, at loggerheads with the par- 
simonious national legislature over the subject of 
postwar aid, found the right argument to secure 
the financial resources necessary to catapult the 
United States into a major leadership role in world 
affairs. 

The passage of the Greek-Turkish aid bill in 
May opened the door for the far more ambitious 
American proposal for the European Recovery 
Program. The proposal became named after Sec- 
retary of State Marshall, who announced the plan 
during his commencement address at Harvard 
University on June 5, 1947. Although largely jus- 
tified to the public on humanitarian grounds, the 
plan also reflected the U.S. government's concern 
about Western Europe’s large and powerful com- 
munist parties. They had garnered prestige in the 
struggle against fascism and found political 
strength in the economic wreckage left in the 
wake of World War II. The Marshall Plan thus be- 
came a logical extension of the Truman Doctrine. 

On the surface, the plan offered U.S. aid to 
all European nations devastated by the recent 
conflict. From the vantage point of U.S. policy 
makers, however, it would also reduce com- 
munism’s appeal, hence Soviet influence, in West- 
ern Europe by promoting economic stability. The 
Truman administration naturally hoped the So- 
viets would turn down the opportunity to par- 
ticipate in the U.S. program; American officials 
were not disappointed. Indeed, they helped guar- 
antee Soviet rejection by insisting that future par- 
ticipants open all economic records to public 
scrutiny to expose, and allow to be addressed, 
economic shortcomings. Such transparency in 
exploring economic problems proved alien to the 
secretive Soviets. When the Soviet Union decided 
in July 1947 against seeking Marshall Plan aid, its 
leader, Joseph Stalin, prohibited participation by 
the Soviet bloc countries of Eastern Europe. 
Czechoslovakia had expressed an interest in the 
program when the Marshall Plan was first 
announced. 

In February 1948, the Soviet Union backed a 
coup in Czechoslovakia that removed the last 
semiautonomous coalition government in the 
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Under the Marshall Plan, the United States provided billions of dol- 
lars in aid to postwar Western Europe, as this 1951 scene in West 
Germany indicates. Supporters of the plan believed that a prosper- 
ous Western Europe would act as a bulwark against the spread of 
communism and operate as a major trading partner for the United 
States. (National Archives at College Park) 


Soviet sphere. The event handed the Truman 
administration the culminating argument needed 
to secure congressional approval of legislation 
implementing the Marshall Plan. In April 1948, 
President Truman signed into law an act creating 
the Economic Cooperation Administration (ECA). 
Directed by Paul G. Hoffman, the ECA increased 
European industrial production, strengthened 
local currencies, and promoted international trade 
through the first installment of $4 billion in U.S. 
funds. The ECA accomplished these tasks by way 
of collaboration with the Organization for Euro- 
pean Economic Cooperation (OEEC; later the 
Organization for European Recovery and Devel- 
opment; now the Organization for Economic 
Development and Cooperation). 

Sixteen recipient nations formed the OEEC 
and shared $12.4 billion before the program ended 
at the beginning of 1952. Approximately half of 
this aid went to France, Great Britain, and the 
Federal Republic of (West) Germany. Because 
funds involved credits spent in the United States, 
the Marshall Plan influenced both American and 


European economies and served as a basis for the 
resurrection of postwar trade among countries of 
the North Atlantic. At the conclusion of the 
Marshall Plan, West European economies had 
fully recovered from wartime devastation. For 
example, the collective gross national product of 
participants jumped 32 percent from $120 billion 
to $159 billion during the Marshall Plan era. More- 
over, industrial output for the same nations dem- 
onstrated a 40 percent increase over prewar levels, 
and even agricultural production improved by 
more than 10 percent. 

Scholars and commentators point out that the 
Marshall Plan should not receive exclusive credit 
for the palpable strengthening of the economies 
of Western Europe between 1948 and 1952. On the 
other hand, the ECA was responsible for attacking 
import quotas among OEEC members, promoting 
transferable currencies, and adjusting European 
exchange rates. Intra-European trade, which had 
been largely conducted on a bilateral basis (i.e., 
commercial agreements between two countries) 
before World War II, was transformed to a multi- 
lateral approach, unleashing market forces that as- 
sisted European nations in moving toward 
economic integration. The capstone to that pro- 
cess would emerge later with the appearance of 
the European Community (after 1991, the Euro- 
pean Union). Meanwhile, the ECA merged in 1951 
with the U.S. Mutual Security Administration, 
which continued American aid to Western Europe, 
but generally in the form of military hardware. 


James K. Libbey 


See also: Cold War; Containment; European Union; Soviet 
Union. 
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MARX, KARL (1818-1883) 


One of the most widely cited works on the 
subject of philosophy, politics, economics, and 
world trade is Karl Marx’s Das Kapital, thus 
positioning his economic doctrine as one of 
the most famous in the history of ideas. 


Marx descended from a Jewish family in Trier, Ger- 
many. Marx's father had converted to Lutheranism 
to pursue his career as a lawyer in the years of post- 
Napoleonic reaction; thus Marx was brought up a 
Protestant. Marx completed his high school edu- 
cation at Trier and progressed to the University of 
Bonn to study law in 1835. A year later, he aban- 
doned his studies and moved to the University of 
Berlin to study philosophy. He obtained a doctoral 
degree from the University of Jena three years later 
at the age of twenty-three. 


BACKGROUND OF HIS 
ECONOMIC PHILOSOPHY 


The Marxian economic philosophy, as it were, is 
an eclectic combination of German Hegelian phi- 
losophy, French socialism, and English political 
economy. Also, others had preceded Marx on 
some of the socioeconomic doctrines he later con- 
jectured. For instance, Baruch Spinoza and 
Ludwig Feurbach had written of historical ma- 
terialism; Saint Simon and Francois Guizot, the 
class struggle; Jean Sismondi, economic crises; 
Moses Hess and Francois Babeuf, the rise of the 
proletariat; Charles Fourier and such post- 
Ricardians as John Francis Bray and Thomas 
Hodgskin, the notions of exploitation and sur- 
plus value. What mattered was how Marx syn- 
thesized, shaped, and promoted his ideas. His 
mission was but one: the demise of capitalism 
and the enthronement of the proletariat. He was 
a protagonist of economic determinism, which 
holds that “[iJn every historical epoch the pre- 
vailing mode of production and exchange, and 
the social organization necessarily following from 
it, form the basis upon which is built up, and from 
which alone can be explained, the political and 
intellectual history of that epoch.” 

Observably, the economic interpretation of 
history by Marx and Friedrich Engels (Marx’s clos- 
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Karl Marx (left), a nineteenth-century German political theorist, 
shown here with his collaborator Friedrich Engels, provided one of 
the most thorough and scathing analyses of capitalism’s inequities 
in his masterpiece Das Kapital. (Mary Evans Picture Library) 


est associate) is one of their interesting contribu- 
tions to society and history and the foundation 
for all his other philosophical disciplinary tenets. 
Marx held that history follows scientific law just 
as does the world of nature. The meaning of his- 
tory, according to Marx, can best be understood 
when one realizes that man’s first concern has al- 
ways been to obtain food and possessions. There- 
fore, he maintained, it is economic forces such as 
the way goods are produced and distributed that 
shape history. Throughout history there have 
been two classes of people that constitute soci- 
ety: the “haves” (bourgeois) and the “have-nots” 
(proletariat). The “haves” control the means of 
production and most of the wealth. However, 
Marx maintained that history is moving toward 
a goal: the classless society, where equality, jus- 
tice, and plenty will prevail. 


LABOR THEORY OF VALUE 


This Marxian economic theory discusses the use 
value and exchange value of a commodity. The 
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use value refers to its utility or usefulness, the 
service it renders to humanity. The exchange 
value refers to the fact that it can be obtained at 
some cost, which Marx also referred to as “eco- 
nomic value.” Marx sought to find in labor a com- 
mon denominator in which to express values. He 
believed there was a need for an absolute mea- 
sure of value, and “socially necessary labor,” he 
argued, provided the solution to the absolute 
standard. As such, the amount of labor that goes 
into the production of a commodity is what de- 
termines its value or cost. 


THEORY OF SURPLUS VALUE 


Marx’s theory of surplus value is an indictment 
of the exploitation of labor by the capitalist and 
hinges on the labor theory of value. As Marx sub- 
mits, “Now suppose that the average amount of 
the daily necessaries of a laboring man require 
six hours of average labor for their production. 
... But our man is a wages laborer. He must, 
therefore, sell his laboring power to a capitalist 
[who will] therefore, make him work six other 
hours, which I shall call hours of surplus labor, 
which surplus labor will realize itself in a sur- 
plus value.” Marx defines surplus value as any 
extra time spent by the laborer beyond that nec- 
essary for his own subsistence. The surplus hours 
of labor by the laborer result in a surplus value 
to the capitalist who does not pay for it, thereby 
exploiting the laborer. 


COMING OF SOCIALISM 


Marx viewed the motive force of every capitalist 
society as that of maximization of profit. The capi- 
talist achieves this profit through exploiting the 
laborer by paying him less in wages. Thus, while 
pauperizing the worker, the capitalist is enriched 
even more. This evil, Marx alleged, dehuman- 
izes the laborer, reducing him to a mere machine. 
Marx branded the plight of the laborer in the capi- 
talistic society self-alienation. The laborer is de- 
tached from the product of his labor, which exists 
independently, outside his control, standing alien 
to him and autonomous from him. However, the 


worker, Marx believed, will one day become 
aware of the capitalist’s exploitation. This will au- 
tomatically engender a conflict between the 
former and the latter. Consequently, the worker 
will take over the means of production, giving 
rise to socialism. Marx believed that there is no 
ethical warrant for the evident continuation of 
unequal wealth and opportunity. 

This humanistic relevance of Marxian social- 
ist ideology has given it a prominence especially 
among the developing countries of the world. 
Many socialists claim that only through Marxian 
principles can development take place quickly in 
politics, technology, trade, and society. In Africa, 
for instance, it is believed by many that adopting 
Marxian principles may be the best socioeconomic 
and political policy. 

Thus, Kwame Nkrumah admonishes African 
nations to go back to the egalitarianism and 
communalism of traditional African society. 
Nkrumah maintains that, by adopting socialism, 
which is a developed form of communalism, Af- 
rican nations not only will be going back to their 
roots, but also will experience rapid development 
in all areas. 

Marxian ideas still enjoy a prevalent notori- 
ety among modern economists and other theo- 
rists. However, scholars point out that several of 
Marx's predictions were wrong. Also, events in 
the decades following Marx’s predictions revealed 
that commerce and industry, among other things, 
do not prosper more in a socialist state than in a 
capitalist society as Marx assumed. For example, 
statistics show that trade has not grown better in 
socialist states than in capitalist states. 


John U. Anaba 
See also: Communism. 
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MAYAN CIVILIZATION 


An ancient culture in the tropical rain forests 
of Guatemala, Belize, the Yucatan of Mexico, 
and parts of Honduras and El Salvador. 


The Mayan civilization is known for its monu- 
mental stone architecture, elaborate hieroglyphic 
writing, sophisticated knowledge of mathemat- 
ics and astronomy, pictorial painted pottery and 
carved stone, and a complex trade and economy. 
Hieroglyphs record historical information about 
the royal Maya, but unfortunately are virtually 
silent about Mayan economy and trade. 

Some researchers believe that the southern 
Mayan lowlands were decentralized or seg- 
mented into some eighty independent city-states, 
whose royal leaders established alliances with one 
another through trade, including marriage and 
gift exchange. But other researchers regard the 
lowlands as more centralized, both politically and 
economically. 

Mayan trade was carried out through two dis- 
tinct economic spheres. The political economy 
was focused on the distribution of goods and re- 
sources for the royal and other elite Maya. The 
subsistence economy included food and other 
basic daily resources in demand by all households. 

The political economy served to establish, 
maintain, and display the high rank and political 
and economic links of the elite. Trade goods 
tended to be highly crafted, in limited supply, and 
obtained from long distances through traders af- 
filiated with the state. Scarce resources such as 
jade were obtained from distant locations and 
crafted by artisans attached to the royal Mayan 
palaces in lowland cities. This “attached special- 
ization” of production also included fancy painted 
pottery, elaborate stone carving, and books made 
from local resources of high craftsmanship. There 
was limited distribution of the finished goods. The 
royal Maya controlled the production of goods 
in royal workshops and the distribution of the 
elite paraphernalia among the elite within and 
between Mayan polities. 

The subsistence economy was focused on the 
household and community. Trade goods ex- 
changed through the subsistence economy in- 
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A technologically advanced civilization of Central America in the 
early part of the second millennium c.e., the Maya built monuments 
like this one at Quirigua, Guatemala, and developed an elaborate 
regional trading network. (Library of Congress) 


cluded food and resources of utilitarian value that 
generally were obtained locally or within a city- 
state. The household was the unit of production 
and distribution, with trading partnerships estab- 
lished between real or fictive kin (an affiliative 
family that holds an emotional regard for others) 
within the community or other communities to 
obtain goods and resources not produced or ex- 
tracted by an individual household, as well as by 
periodic marketplace trade in the polity capital. 
Archaeologists who favor the centralized 
model of Mayan politics and economy view the 
royal Maya at urban centers controlling the pro- 
duction and trade of goods and resources beyond 
simple household production for immediate fam- 
ily consumption. Some support for the centraliza- 
tion of the economy derives from scenes of Late 
Classic (600-800 c.£.) painted pottery vessels that 
depict people giving bundles of chocolate beans 
and other resources to a royal Maya. Could these 
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be tribute from a subordinate community to be 
used by the royal Maya and their administration, 
including corn and other food for Mayan laborers 
carrying out labor duty in urban centers? In a more 
decentralized model of Mayan economy and poli- 
tics, the control of production and trade rested at 
a more local level, with the urban royal Maya 
maintaining access to desired commodities and re- 
sources through marriage and trade alliances with 
local communities engaged in production. 

Decentralized control of production and distri- 
bution, documented by Thomas Hester and Harry 
Shafer, is demonstrated by the production and dis- 
tribution of chert (flint) tools from the mines at 
Colha in northern Belize and by the production of 
salt cakes in Punta Ycacos Lagoon in southern 
Belize, as documented by Heather McKillop. In 
both cases, workshops were located away from cit- 
ies and near the location of the raw material. High- 
quality outcrops of chert at Colha were quarried to 
make a variety of utilitarian and elite stone tools in 
“household workshops,” akin to a cottage indus- 
try, and distributed to other communities within 
northern Belize and beyond. In contrast, the pro- 
duction of salt cakes in Punta Ycacos Lagoon by 
boiling brine in pots over fires was carried out in 
“independent workshops” not associated with 
households and in fact located away from residen- 
tial communities. The salt cakes were traded to in- 
land cities during the Late Classic period to satisfy 
the basic daily dietary need as well as any acquired 
taste for salt. The Punta Ycacos salt workshops have 
been submerged by a rise in the sea level that be- 
gan in the Classic period. These and other salt works 
along the coast of Belize arguably satisfied the needs 
of the inland Maya of the southern Mayan low- 
lands during the Mayan civilization. 

The rise to prominence of Chichén Itza and 
other cities in the northern Mayan lowlands fol- 
lowing the collapse of the southern lowland cit- 
ies was accompanied by an increase in sea trade 
and the collection of salt by solar evaporation 
along the northern Yucatan coast. Post-Classic 
Mayan trade expanded to include trade with 
more distant lands and to include more resources, 
notably gold, copper, and turquoise. By the Late 
Post-Classic period (1200-1500 c.s.), the Maya be- 
longed to a Mesoamerican world system and used 
chocolate beans as currency. 


TRADE ROUTES 


The distribution of exotic trade goods at sites within 
the Mayan lowlands indicates that trade goods 
were transported by water and by overland routes. 
Sea trade was accomplished in dugout canoes and 
although none have been preserved, small boat 
models are preserved at Altun Ha, Moho Cay, and 
Orlando’s Jewfish site. There are pictorial depic- 
tions of canoes with paddlers from a royal tomb in 
Tikal’s burial 116 in Temple 1 and elsewhere. Over- 
land trade used human porters, as witnessed by 
the sixteenth-century Spanish conquistadors and 
necessitated by the lack of suitable domestic ani- 
mals as beasts of burden. 

Reconstructing the routes and mechanisms of 
Mayan trade requires estimation of the origin of 
local and more exotic goods and resources, which 
are variously easier or more difficult to assign to 
their place of origin. The distribution of resources 
within the Mayan lowlands meant that some ma- 
terials (such as granite from the Mayan mountains, 
which was used to make metates for grinding corn), 
were closer to some communities than others. Ar- 
tistic depictions on painted pots and stone carv- 
ings indicate that jaguar pelts, macaw feathers, and 
other rainforest products were traded. Generally, 
goods and resources for the political economy of 
the royal Maya were more exotic and included ob- 
sidian, basalt, and volcanic ash (for tempering pot- 
tery vessels) from volcanic regions of Mesoamerica, 
gold from lower Central America, and jade from 
the Motagua River basin in Guatemala. Additional 
Post-Classic exotics included, for example, copper 
from Honduras and central Mexico, turquoise from 
northern Mexico, and Tohil Plumbate pottery from 
Pacific Guatemala. Salt, granite, chert, limestone, 
pottery vessels, and some foods were traded within 
the lowlands. 


Heather McKillop 


See also: Archaeology; Art; Aztecs; Chocolate; Copper; Corn; 
Egypt; Gold; Incas; Jade; Marketplaces; Pottery; Salt; Water. 
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MEDIA 


Mass communication sources, including news- 
papers, magazines, radio, television, and the 
Internet. 


Newspapers were the original mass media 
through which trade was promoted and dis- 
cussed. European and colonial newspapers were 
relatively expensive to print because of the cost 
of paper and ink, so important trade news would 
appear in articles but advertising was limited. The 
cost of changing the layout of the ads meant that 
some ads maintained the same appearance for a 
year or more. During the early 1800s, the cost of 
newspapers and printing decreased with the in- 
vention of the rotary press. With the price of a 
newspaper lowered to a penny, more people 
could afford to buy and read it. Advertising space 
was increased and changed daily. Important news 
over trade issues such as the tariff was reported, 
and in some cases political debates on the sub- 
ject appeared as well. After the War of 1812, Niles’ 
Register became the first newspaper to take a 
strong stand on the issue of trade. Article after 
article was printed in support of a protective tar- 
iff. Soon, other newspapers across the country 
began reprinting the stories. 

After the Civil War, newspapers continued to 
print articles on trade, including the great tariff 
debate of 1888. Most editors took strong positions 
on the subject. Free traders and protectionists alike 
vied for the attention of voters, who were directly 
affected by high duties. The media had shifted 
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from being a source of information to an instru- 
ment of persuasion. 

Newspapers continued to promote the vari- 
ous positions of their owners and editors on the 
issue of trade. Each time the tariff was revised, 
stories were printed on the subject. The newspa- 
pers affected trade locally by devoting more space 
to advertising. Most papers received at least a 
third of their revenues from advertisers. 

During the 1920s, a new form of media, the 
radio, was sold to Americans across the country. 
Newspaper companies realized the potential 
threat of this new media outlet to their existing 
business. Instead of resisting the new technology, 
newspaper editors often established the first ra- 
dio station in their market. Early programming 
included a few hours of airtime divided among 
inspirational broadcasts, news, sports updates, 
and music. The popularity of the radio would 
eventually bring entertainment shows to the air- 
waves and with them sponsors who received air- 
time to promote their products. 

This marriage of the media and advertisers be- 
came even stronger with the advent of the televi- 
sion. By the twenty-first century national, and 
sometimes international, audiences watch events 
such as the Super Bowl and are enticed to pur- 
chase goods advertisers promote during the broad- 
cast. Sports figures and entertainers are featured 
in shoe, clothing, soft drink, and even pantyhose 
ads. Image has become everything. Although ad- 
vertising costs have increased, so have the sales. 

Television first became popular after World 
War II, when the United States was promoting 
free trade under the General Agreement on Tar- 
iffs and Trade. Debates on trade remained lim- 
ited at first. However, when the United States, 
Mexico, and Canada signed the North American 
Free Trade Agreement (NAFTA) in 1992, the me- 
dia played a central role in the debate over ratifi- 
cation. Vice President Al Gore and independent 
candidate Ross Perot appeared on the television 
program Larry King Live to argue their positions 
on the subject. Gore presented Perot with a photo 
of Representative Willis Hawley and Senator Reed 
Smoot, the two sponsors of the Hawley-Smoot 
Tariff of 1930 that raised rates to record high lev- 
els and covered most products grown and manu- 
factured. By linking high tariffs with the Great 
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Depression, Gore was able to argue that a free- 
trade zone would be beneficial for all three na- 
tions. Perot, on the other hand, raised issues such 
as transportation safety, since Mexican trucks did 
not have to meet the same standards as those in 
the United States and Canada, and the loss of 
American jobs to factories in Mexico, where wages 
were lower. The debate persuaded most Ameri- 
cans that they should not fear adverse economic 
consequences, while labor and environmental 
groups continued to oppose NAFTA’s ratification. 
Again, newspapers helped persuade Americans 
that issues of concern by these two groups would 
be addressed and that the overall impact of the 
agreement would be positive. President William 
Clinton reassured these activists that side agree- 
ments would be reached, and they were. 

Since the ratification of NAFTA, the issue of 
trade has been featured in the media with pro- 
ducers and editors usually promoting the idea of 
free and open trade. Although some debate oc- 
curred in the media over the creation of the World 
Trade Organization, the new international body 
was portrayed as a necessary vehicle for interna- 
tional trade negotiations. Stories of protests were 
reported but they were not covered extensively 
or in a positive light. 

The mass media has proven most influential 
on issues of trade when society is in a period of 
transition. Following the War of 1812, newspapers 
persuaded the American public of the need for a 
protective tariff. During the debate of 1888, when 
the treasury operated with a surplus, free traders 
and others who simply wanted a reduction in the 
tariff pushed their message through the media. 
When the administration of George H.W. Bush 
recognized the need to establish a free-trade zone 
in North America to counterbalance the creation 
of the European Union, the media was again in- 
strumental in persuading the public that free 
trade was the best course of action. 

Between these high points of involvement, 
the media reports trade events but not with the 
same intensity. Throughout the debates over free 
trade and protectionism, the media has contin- 
ued to impact trade by offering companies the 
opportunity to advertise through its medium. 


Cynthia Clark Northrup 
See also: Advertising. 
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MEDICI FAMILY 

A powerful banking and business family that 
dominated the financial markets of Europe 
during the fifteenth century. 


Giovanni di Bicci de’Medici founded the Medici 
bank around 1397. Having already worked at a 
bank in Rome, he decided to open his own bank 
in Florence, where the Medici family would come 
to dominate both economically and politically. 
The Medici bank followed the business practices 
established by other banks such as the House of 
Bardi. Papal prohibitions on the charging of in- 
terest for loans forced bankers to seek innovative 
means of making a profit, which they accom- 
plished by adding transaction fees on the ex- 
change of bills and on-time deposits. The Medici 
family opened three branches under the leader- 
ship of Giovanni, but it was during the period of 
Cosimo’s leadership that the bank expanded and 
became a powerful entity throughout Europe. 

One of the primary decisions that had to be 
made before the opening of branches in the im- 
portant cities throughout Europe was who would 
run them. The choice of manager could poten- 
tially make or break each branch. Cosimo opened 
each branch as a partnership in which the man- 
ager had a vested interest. The Medici bank re- 
tained a minimum of 50 percent ownership in 
each of the branches and therefore ultimate con- 
trol. All the branches operated under a holding 
company until the mid-fifteenth century. The 
partnership arrangement limited the liability of 
the bank to the individual branch only. If a claim 
was made against one branch, the rest of the 
branches were insulated from any potential legal 
action. 

The Medici family learned from the mistakes 
of other great banks, such as those run by the Bardi 
and the Peruzzi families, which failed in the 1340s 


Lorenzo de Medici, shown in this fifteenth-century portrait, helped 
his family build a vast mercantile and banking network in northern 
Italy. (Library of Congress) 


when King Edward III defaulted on the repayment 
of their loans. The Medicis attempted to avoid loan- 
ing money to nobles and kings; however, on occa- 
sion they were forced to loan money in exchange 
for monopolies or sometimes to obtain permission 
to establish residency. Instead of relying on the 
profits from large loans to kings and princes, the 
Medicis became the bankers of the pope. With 
branches throughout Europe, the Medicis were 
able to collect the taxes and tithes owed to the pope 
and transfer the funds to Rome. When the pope 
traveled outside of the Holy City, the Rome branch 
of the bank followed the pope and handled his 
monetary needs out of the church accounts. Dur- 
ing the 1440s, the Medici bank derived as much as 
half of its profits from papal transactions. 

With large sums of capital to invest, and a 
desire to avoid the pitfalls of early banks, the 
Medici family diversified its holdings by engag- 
ing directly in trade. Cosimo opened three wool- 
producing facilities in Florence and established 
trade with England for raw wool to manufacture 
into cloth. The spread of silk manufacturing from 
China to Constantinople and then to western 
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Europe was another industry that the Medicis 
found profitable. The strong relationship between 
the papacy and the Medici family resulted in its 
involvement in the trade of alum, a commodity 
needed in the textile dying process, from the pa- 
pal mines. The cornering of the alum market re- 
sulted in huge profits for both the pope and the 
Medici family. 

Thanks to the economic strength of the Medici 
bank, Cosimo became the unofficial leader of Flo- 
rence. Ina period of kings and princes, the leaders 
of the Italian republics sought ways to legitimize 
their rule. Cosimo became a benevolent ruler who 
listened to the people of Florence and also became 
a patron of the arts. His grandson, Lorenzo the 
Magnificent, was the largest benefactor of the arts 
in Florence, and under his patronage the city be- 
came the cultural center of the Renaissance. 

Unfortunately, Lorenzo was not as adept at 
business as Cosimo had been. While Cosimo ruled 
the Medici empire with strict supervision and dic- 
tated its policies, Lorenzo relied on the branch 
managers to make most of the business decisions. 
Lorenzo also issued loans to the nobility, who 
spent the resources on lavish court lifestyles. 
Slowly, the power of the Medici bank began to 
decline. Piero, Lorenzo’s son and successor, was 
even more inept than his father. The Medicis still 
retained influence—the family produced two 
popes and two queens of France—but by 1494 the 
Medici banking empire had collapsed. The fam- 
ily no longer ruled in Florence, and the economic 
powerhouse of Europe was no more. 

A number of factors contributed to the decline 
of the family business. They employed bad man- 
agement practices, and the widespread use of sil- 
ver created a disadvantage for the Florentines, 
who relied on the gold florin as the basis of their 
exchange. In 1494, the French invasion of Italy 
ended Medici control over Florentine politics and 
business. 

Cynthia Clark Northrup 


See also: Bardi House of Banking; Renaissance; Wool. 
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MEDICINE 


Breakthroughs in the art or practice of cur- 
ing humans have been stimulated as a result 
of the development of long-distance trade 
that brought with it the introduction of new 
diseases and medical knowledge from other 
cultures. 


When isolated clusters of people foraged for food 
in their remote hunter-gatherer environment, the 
risk of disease remained small. As the ancient civi- 
lizations along the Tigris and Euphrates Rivers 
brought people into closer contact with each other, 
disease occurred but not with the devastating ef- 
fect of later centuries. Some medicine was prac- 
ticed, although the extent of the treatments have 
not survived in records other than in the Laws of 
Hammurabi (from the Sumerians), which contains 
the first known code of medical ethics and estab- 
lished a fee schedule for specific procedures, in- 
cluding surgery. 

The ancient Egyptians, like the Hittites and 
the Sumerians, remained fairly isolated from 
other cultures. Trade occurred between the dif- 
ferent regions but was usually conducted by a lim- 
ited amount of men, and the length of the journey 
was longer than the period of incubation for most 
diseases. The ancient Egyptians practiced a rudi- 
mentary form of medicine. Lacking an under- 
standing of the human anatomy, they did not 
focus on surgery but instead employed a variety 
of drugs and other substances, such as castor oil, 
senna, opium, colchicine, and mercury to cure 
ailments. The ancient Egyptians also had ad- 
vanced embalming skills. 

As trade spread throughout the eastern 
Mediterranean, medicine began to develop, es- 
pecially as a response to war. Homer records the 
first known account of medical treatment for 
injuries in The Iliad, in which he describes more 
than 150 different types of wounds. In one par- 
ticular account, he notes that an arrow pen- 
etrated a warrior in the right buttock, missed 
the pelvic bone, and entered the bladder, result- 
ing in death. The account reveals the extent of 
Greek knowledge of human anatomy. Medical 


By the end of the eighteenth century, Dr. Edward Jenner was able 
to cultivate a serum that led to the worldwide eradication of small- 
pox. Jenner is pictured here inoculating a child. Because of his 
medical breakthrough, smallpox no longer posed a threat to mer- 
chants who traveled the world. 

(Courtesy of the National Library of Medicine) 


treatment, however, usually consisted of simply 
trying to keep the wounded patient comfortable. 
One account in The Iliad involved a doctor 
named Machaon, who, after being wounded, 
treated his injuries with a cup of hot wine with 
grated goat cheese and barley sprinkled on top. 
The Greeks had learned some of their use of 
herbs and drugs from the Egyptians and rou- 
tinely incorporated this knowledge into their 
practice of medicine. 

By the sixth century B.c.£., medical schools had 
been established to further the wisdom of the 
physicians. One of the most prominent physicians 


to come out of these schools was Hippocrates of 
Cos. Hippocrates believed that to diagnosis and 
treat a patient, one first had to observe the pa- 
tient to deduce what form of ailment was present. 
Treatment often included a regimen of diet and 
exercise. Several of his students traveled through 
northern Greece recording their observations of 
the people, their constitutions, and illnesses. 
These works remained scattered throughout 
Greece until the librarians at Alexandria at- 
tempted to collect them all after the death of 
Alexander the Great. Hippocrates inspired his stu- 
dents and is credited with much of their work in 
addition to his own. The physicians’ Hippocratic 
Oath is named for him. 

During the age of Pericles, when Athens was 
at its height of power at the head of the Delian 
League, a plague struck the city with devastating 
results. The historian Thucydides recorded the 
spread of the disease from 430 to 427 B.c.z. He 
noted that there had been no illness that year until 
the plague struck and indicated that the origin of 
the mysterious disease was Ethiopia. Traders trav- 
eled between Ethiopia, Egypt, and Libya, then 
sailed into the Athenian port of Piraeus, and from 
the port the disease spread through the city of 
Athens. At the time, Athens was overcrowded be- 
cause much of the rural population had moved 
to the city to seek refuge during the Peloponnes- 
ian War. 

Thucydides observed that the symptoms 
started with “strong fevers, redness and burning 
of the eyes, and the inside of the mouth, both the 
throat and tongue, immediately was bloody-look- 
ing and expelled an unusually foul breath. Follow- 
ing these came sneezing, hoarseness... a powerful 
cough ... and every kind of bilious vomiting... 
and in most cases an empty heaving ensued that 
produced a strong spasm that ended quickly or 
lasted quite a while.” The flesh became “reddish, 
livid, and budding out in small blisters and ulcers.” 
Most of the victims died in the second week of the 
illness, while others lingered but experienced 
severe bowel problems, including ulceration and 
diarrhea, before they died. Physicians who at- 
tempted to attend the sick contracted the disease 
themselves. Ancient physicians failed to discover 
what the disease was, but modern health research- 
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ers postulate that the disease might have been a 
strain of Ebola. The Plague of Athens marked the 
end of the golden age of Greece. Even though 
Greece’s power had begun to decline, Aristotle ad- 
vanced medical knowledge of anatomy through 
animal dissections. 

Gradually, the Roman empire consolidated 
control over the eastern Mediterranean as well 
as the rest of the known world. Trade flourished 
throughout the empire, but even the health- 
conscious Romans were not immune to the 
spread of plagues. Merchants and soldiers trav- 
eling from all parts of the empire helped to 
spread diseases. The Roman empire, stretching 
from Britain to India, relied on the ability to move 
troops to all parts of the realm within a short 
period. Soldiers were employed in constructing 
roads and bridges as well as viaducts that car- 
ried fresh water to the cities. Silver water ves- 
sels prevented the contamination of stored water 
and the availability of Roman baths produced a 
generally clean population. Grain was regularly 
imported, as were a variety of other foodstuffs. 
Ambassadors traveled east to China, but each 
culture had developed a resistance to disease 
from the other. At the time, the Roman empire 
under the reign of Marcus Aurelius had reached 
a population of approximately 54 million people, 
while Han China had 59 million people. Troops 
moved regularly throughout the Roman empire, 
either for protection or to expand the borders 
through warfare. 

Troops returning from Mesopotamia in 165 
c.E. brought with them a disease that historians 
believe was either smallpox or the measles. Until 
then, the only diseases known in the Mediterra- 
nean region were malaria, mumps, influenza, 
diphtheria, and tuberculosis. In affected areas, 
25 to 33 percent of the population died, but the 
real change that occurred was that the Roman 
army ceased further efforts to expand eastward, 
which subsequently ended attempts to establish 
a direct trade route from China to Rome. It was 
the first time that Rome had failed to retaliate 
immediately against barbarians who attacked the 
borders of the empire. Physicians were unable 
to prevent the spread of the disease, which lasted 
until 180 c.E. 
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Another plague occurred in 251 and lasted 
until 266 and is commonly referred to as the 
Plague of Cyprian, after the bishop of Carthage. 
During this outbreak, 30 percent of the popula- 
tion in affected areas died. In Rome, more than 
500 people died each day, forcing a change in 
imperial policy. Negotiations began with barbar- 
ians, who then served in the Roman army, and 
those who tilled the soil were tied to the land in 
an effort to maintain the production of food. 

The last of the plagues that affected the Ro- 
man empire occurred in 542 and is known as the 
Plague of Justinian. Sweeping across the empire 
at a time of crisis along the borders, the disease 
wiped out 33 percent of the population. Invasions 
and political instability followed, along with the 
disruption of trade as the Western Roman em- 
pire, starting with the sack of Rome in 476, fell to 
barbarian forces. 

The only advancement in medicine during the 
period involved the work of Galen (129-c. 216). 
Born in Greece, Galen served as the court physi- 
cian under Marcus Aurelius. He compiled previ- 
ous medical knowledge in all fields and correlated 
all the information with his own discoveries, which 
were based on experimentation and dissection of 
animals. He discovered that the arteries carried 
blood, not air, and provided information about the 
brain, spinal cord, nervous system, and pulse. Un- 
fortunately, his work was so revered that it re- 
mained unchallenged until the sixteenth century, 
when researchers realized some of his errors. 


MIDDLE AGES 


Throughout the Dark Ages, medicine advanced 
very little in Christian Europe. Islamic scholars 
managed to preserve many of the ancient Greek 
texts on medicine as well as other subjects, and 
the reemergence of this knowledge sparked the 
Renaissance. Unfortunately, the invasion of the 
Mongol hordes throughout Russia, eastern Eu- 
rope, and the Middle East led to another medical 
crisis. One of the requirements for Mongol com- 
manders was that they never leave the field of 
battle without achieving victory. However, if the 
khan died, all Mongols were required to return 
to their home country to elect a new leader. In 
1346, a Mongol commander had laid siege to the 


city of Kaffa, on the Black Sea. The city was 
equipped with an underground water supply and 
adequate provisions, and after a long siege the 
commander received word that he had to return 
to Mongolia to elect a new leader to succeed the 
one who had just died. During the siege, many 
soldiers died of a mysterious disease. So that he 
could end the siege and return to Mongolia, the 
commander catapulted the decaying corpses of 
his men over the wall around the city, and the 
disease spread throughout the population, forc- 
ing it to surrender. Rats ate the corpses and even- 
tually made it on board ships headed for Genoa 
and Venice. With up to half the population of 
some regions in Europe succumbing to what be- 
came known as the Black Death, physicians were 
powerless to combat the new disease. The only 
perceived preventive remedy appeared to be for 
unaffected individuals to put posies in their 
pocket to ward off the disease, hence the nursery 
rhyme “Ring around the rosies, a pocket full of 
posies.” The plague continued to affect the popu- 
lation of Europe until the seventeenth century. 


EARLY MODERN AGE THROUGH 
THE NINETEENTH CENTURY 


In the meantime, explorers like Christopher Co- 
lumbus had spread other diseases such as small- 
pox to the New World. Although the incubation 
period for smallpox was only twelve days, many 
of the sailors on board the ships carried the dis- 
ease in their scabs. The indigenous population 
was decimated by the disease, with estimates of 
the number of fatalities ranging as high as 95 per- 
cent of the local populations. Although Europe- 
ans remained susceptible to smallpox, most had 
acquired some immunity to the disease. Since chil- 
dren were most susceptible to the disease, they 
remained at the greatest risk. 

In 1717, Lady Mary Wortley Montague arrived 
in Istanbul with her husband, the British ambas- 
sador, where she observed young children being 
given a mild dose of smallpox by injection, 
whereby they developed immunity to the disease. 
She relayed the information to medical profes- 
sionals in England on her return, and by the end 
of the eighteenth century, Edward Jenner was 
able to cultivate a serum that led to the world- 


wide eradication of the illness. Because of medi- 
cal breakthroughs, smallpox no longer poses a 
threat to merchants who travel the world or to 
the populations that they visit. 

Another disease that sailors encountered dur- 
ing the age of discovery was malaria. Portuguese 
explorers charting the coast of Africa found that 
malaria prevented them from penetrating the in- 
terior of the continent. As a result, slave traders 
and merchants had to conduct all business 
through intermediaries along the coast. The dis- 
covery of quinine in the nineteenth century al- 
lowed Europeans to control the disease, and a 
scramble for colonies in Africa began. 

Medical experiments also allowed for the suc- 
cessful completion of the Panama Canal, a feat 
that decreased the distance for goods to be 
shipped from the Atlantic to the Pacific coast of 
North America by 8,000 miles. The death of French 
workers from yellow fever, along with technologi- 
cal difficulties, had prevented the French from 
successfully completing the canal and forced them 
to sell their assets to the United States. Army sur- 
geon Walter Reed had conducted experiments on 
the cause of yellow fever in Cuba after the 
Spanish-American War (1898). His team, working 
from prior research, concluded that the mosquito 
was the carrier of the disease and that the incu- 
bation period was twelve days. The spraying of 
mosquitoes eliminated outbreaks of yellow fever 
on the island of Cuba, and the army later used 
this information to protect workers constructing 
the Panama Canal. 


TWENTIETH CENTURY 


While these are a few examples of the changes in 
the field of medicine brought about through the 
course of trade around the world, medicine has 
mushroomed into a huge industry since the twen- 
tieth century. The globalization of the world 
economy and the speed of travel have exposed 
the world to a greater risk of disease. At the same 
time, modern medicine, beginning in the eigh- 
teenth century, has offered solutions to many 
common diseases. Research and development 
continues on new diseases such as Acquired Im- 
mune Deficiency Syndrome (AIDS) and Severe 
Acute Respiratory Syndrome (SARS). 
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Since AIDS became a worldwide problem in 
the 1980s, pharmaceutical companies have in- 
vested billions of dollars in research to develop 
drugs to prolong the life of those with the dis- 
ease. By 1999, the average cost of drugs for AIDS 
patients amounted to $22,000 per year. While 
health care insurers covered much of the cost for 
AIDS patients in the United States, the continent 
hardest hit has been Africa, where the average 
government expenditures per year for health care 
amount to under $100. 

In 2003, President George W. Bush, in his 
state of the union address, announced a major 
policy initiative that would provide low-cost 
drugs to African countries to combat AIDS. Other 
countries, such as Brazil, have analyzed the 
drugs and began producing their own in viola- 
tion of patents filed in the United States. The 
World Trade Organization continues to try to 
address this issue. 

SARS, another recent disease, caused a reduc- 
tion of travel between China and the West. Sci- 
entists are still working on a vaccine for SARS, 
which means that quarantine remains the most 
effective means of preventing the spread of the 
disease at this time. As long as worldwide trade 
continues, the risk of new diseases decimating 
large segments of the population will remain and 
medical professionals will continue to explore 
new methods for preventing epidemics. 


Cynthia Clark Northrup 


See also: Bioterrorism; Black Death; Columbian Exchange; 
Disease; Greek City-States; Roman Empire. 
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MEDITERRANEAN SEA 


The world’s largest inland sea, with an area 
covering more than 969,000 square miles. 


The Mediterranean Sea stretches more than 2,400 
miles from its western point at the Strait of 
Gibraltar to its easternmost point along the 
Levantine coast. Its broadest expanse from North 
Africa in the south to Europe in the north is nearly 
1,000 miles. Although it is typically shallow com- 
pared to other oceans, with an average depth of 
only 4,900 feet, it reaches a maximum depth of 
nearly 17,000 feet. An undersea ridge that runs 
between North Africa and the island of Sicily rises 
close to the surface and divides the Mediterra- 
nean into two main basins. While the marine life 
in the Mediterranean is not as abundant as in 
other bodies of water, it is home to about 400 spe- 
cies of fish. Plant life, as well as marine organisms 
such as coral and sponges, are found in large num- 
bers in several areas. 


GEOGRAPHY AND CLIMATE 


The Mediterranean was created during the Oli- 
gocene Epoch, when part of the huge ancient 
ocean Tethys was nearly enclosed by plate tec- 
tonic movement that brought the African and 
Eurasian plates into contact. The collision of these 
two plates also created many islands of all sizes 
throughout the Mediterranean, such as Malta, 
Sicily, Sardinia, Corsica, the Balearic Islands, Crete, 
the Cyclades, the Dodecanese, the Aegean Islands, 
Rhodes, and Cyprus. These coastal areas are char- 
acterized by a rocky, mountainous landscape, and 
earthquakes and volcanic activities are common 
occurrences. While the terrain can be inhospitable 
in some areas, there are many beaches, coastal in- 
dentations, and anchorages scattered around the 
Mediterranean that have provided protection to 
ships for centuries. Besides these shelters, the 
Mediterranean Sea’s weak tides and currents 
made it safer for sailing ships to enter and leave 
harbors as well as easier to beach vessels. 

The Mediterranean Sea serves as a meeting 
point connecting three continents (Africa, Eu- 
rope, and Asia) and three bodies of water (the 
Black Sea, the Red Sea through the Suez Canal, 


and the Atlantic Ocean). Important branches of 
the Mediterranean include the Aegean and 
Ionian Seas, off the coast of Greece, and the 
Tyrrhenian and Adriatic Seas, off the coast of Italy. 
The only major rivers that empty into the Medi- 
terranean are the Nile, the Po, and the Rhone. 
This low volume of water flowing into the Medi- 
terranean fails to offset what is lost to evapora- 
tion, so the Mediterranean Sea has higher salinity 
than most oceans and requires a massive inflow 
into the Mediterranean through the Strait of 
Gibraltar to offset the evaporation loss. This im- 
mense influx of water creates a strong surface 
current that affects the entire Mediterranean Sea. 
From antiquity until the Middle Ages, sailing 
ships had a difficult time exiting the Mediterra- 
nean into the Atlantic against this current as it 
entered the strait. As this current travels from the 
Strait of Gibraltar through the Mediterranean, it 
creates a counterclockwise current that varies in 
intensity from place to place. 

The Mediterranean Sea is also a major influ- 
ence on the region’s meteorological conditions. 
The weather pattern in the Mediterranean is 
stable in the summer months because of the in- 
teraction between a high-pressure system sta- 
tioned over the Azores and a low-pressure system 
in the Middle East. This produces clear skies, little 
rain, high heat, and strong winds that blow from 
the north. In the winter months, these two sys- 
tems weaken and the weather pattern in the 
Mediterranean changes and becomes less predict- 
able. Frequent storms move rapidly eastward 
across the Mediterranean Sea, bringing rain and 
high winds. This resulted in two basic seasons for 
sailing in the Mediterranean in antiquity: the sum- 
mer, running from May to September, and the 
winter, running from about October to April. 

The relatively calm sailing period during the 
summer months, coupled with the many anchor- 
ages and weak tidal flow, resulted in the Mediter- 
ranean being ideally suited for communication 
and commercial exchange. As a result, many di- 
verse civilizations sprang up and flourished on the 
its shores. The Mediterranean Sea linked these dif- 
ferent societies together and promoted cultural 
unity. Despite some obvious differences, the cul- 
tures that inhabited and still inhabit the areas 
surrounding the Mediterranean share certain 


common cultural traits and a similar structure in 
their daily routines. 


MEDITERRANEAN 
CIVILIZATIONS 


The Phoenicians, Minoans, and Etruscans were 
among the first to establish well-defined trading 
routes throughout the Mediterranean in the sec- 
ond millennium B.c.£. In Greece, the Athenians 
depended on Mediterranean trade for the impor- 
tation of grain and the exportation of wine and 
olive oil. After developing a powerful navy of 
triremes, Athens was able to create an empire 
based on its control of coastal cities in the Aegean 
during the fifth century B.c.z. The importance of 
the Mediterranean to the Greeks was not lost on 
Socrates, who remarked in the Phaedo that “[w]e 
live around the Mediterranean Sea like ants or 
frogs around a pond.” 

After the Romans defeated the Carthaginians 
in the third century B.c.£., they slowly but steadily 
created an empire that encompassed all the Medi- 
terranean Sea. The Romans, in fact, referred to 
the Mediterranean as Mare Nostrum or “Our Sea.” 
Financial and tax records from this period illus- 
trate that an extensive trading network was in 
place, which made it easy and economical to move 
items from one location to another, thereby allow- 
ing goods to circulate around the Mediterranean. 
The geographic location of cities was conducive 
to communication and commercial exchange. 
Most cities were positioned close to the Mediter- 
ranean, which allowed for easy contact with other 
cities and regions by way of sea travel, as water 
transportation was the least expensive of all meth- 
ods for the transportation of goods. 

As the eastern half of the Roman empire 
evolved into the Byzantine empire, it found itself 
ina struggle with the Arab empire for control over 
the Mediterranean during the seventh to tenth 
centuries c.z. The importance of this struggle be- 
tween the Byzantines and Arabs over control of 
the Mediterranean Sea has led to several impor- 
tant historical models, most notably the “Pirenne 
Thesis.” Henri Pirenne, in his 1937 work Moham- 
mad and Charlemagne, advanced the theory that 
antiquity ended and the Middle Ages began only 
after the Arab invasions of the seventh and eighth 
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centuries had gained control of the southern pe- 
rimeter of the Mediterranean Sea. Pirenne be- 
lieved that this destroyed the Roman empire, 
since its unity depended on controlling the en- 
tire Mediterranean. During the twelfth to the four- 
teenth centuries, the Byzantines competed for 
control of Mediterranean commerce with Italian 
cities such as Genoa and Venice. Throughout 
these periods and conflicts, the Mediterranean 
remained a crucial link in the trade between Eu- 
rope and Asia, particularly for luxury goods. 


MODERN ERA 


The age of exploration and the search for new 
lands and new routes to the Far East had a detri- 
mental impact on commercial activity on the 
Mediterranean Sea, particularly in the eastern 
half. The creation of a new trading route around 
the Cape of Good Hope in the late fifteenth cen- 
tury, which allowed European traders to bypass 
Arab traders, meant that long-distance trade di- 
minished sharply in the Mediterranean for the 
next several centuries. The opening of the Suez 
Canal in 1869 ensured that the Mediterranean Sea 
once again became an important link in long- 
distance trade. The discovery of oil in the Middle 
East further increased the Mediterranean Sea’s 
importance to global trade, as countries became 
dependent on Middle Eastern oil exports. This 
new found importance resulted in control of the 
region becoming strategically important during 
the two world wars. During the Cold War, the 
Mediterranean Sea became a battlefield between 
the Soviet Union and the United States, as each 
superpower attempted to control trade and ac- 
tivity in the Mediterranean. It is stilla region with 
great political importance, since it serves as a mari- 
time passage for the countries of the former So- 
viet Union and gives Europe and the United 
States access to the Persian Gulf region. 


R. Scott Moore 


See also: Egypt, Ancient; Exploration and Trade; Greek City- 
States; Phoenicia; Roman Empire; Suez Canal. 
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MELAKA 


A sultanate located in the present-day coun- 
try of Malaya between Singapore and Kuala 
Lumpur that controlled much of the Spice Is- 
land trade. 


A prince from the declining kingdom of Srivijaya 
founded the small sultanate of Melaka (Malacca) 
around 1400 c.z. Before establishing his own coun- 
try, Prince Parameswara had seized power in 
Singapore for five years before being forced to flee 
by the inhabitants. He arrived in Melaka and de- 
cided to establish his own kingdom there along 
with some refugees from his home country. The 
country was established as a Muslim sultanate 
and continued under this form of government 
until the arrival of the Portuguese at the begin- 
ning of the sixteenth century. 

During their 115-year rule, the sultans encour- 
aged trade, primarily because the land was not fer- 
tile, the weather was hot and humid, and a 
deep-water channel ran close to the coast of Melaka 
in the straits. Merchants did not have to seek royal 
commissions to conduct trade on their own, and 
occasionally the sultan would offer them the op- 
portunity to invest in some of his own trading ex- 
peditions. Prices were determined by supply and 
demand. Situated on the Strait of Melaka, the sul- 
tanate had the largest harbor in Southeast Asia and 
was located at the crossroads of east-west trade and 
connected the Indian Ocean, Red Sea, and Persian 
Gulf trade routes. Melaka, located halfway between 
China and India, was also within easy access of 
the Spice Islands. Melaka’s merchants traded in a 
variety of goods but focused on bulk, instead of 
luxury, items. However, sunken ships in the straits 
have yielded gold, silver, precious stones, and por- 
celain. Before the arrival of the Europeans, more 


These fortifications helped the Portuguese maintain their hold over 
trading routes through the critical Strait of Melaka in the early six- 
teenth century. (© Bill Bachmann/The Image Works) 


than eighty languages were spoken in the main 
city of Melaka, but the main trading language of 
Southeast Asia was Melay. 

By the beginning of the 1500s, the Portuguese 
had heard of the trading wealth of Melaka. In 
1509, a fleet under the command of Dom Diego 
Lopez de Sequeira arrived in the port city and 
attempted to negotiate trading rights with the 
sultan. The local merchants were concerned that 
such an agreement would destroy their own trade 
and persuaded the sultan to refuse to sign an 
agreement. Two years later, the Portuguese re- 
turned with sixteen ships under the command of 
Alfonso d’Albuquerque; when the fighting began, 
the sultan fled to Johor, never to return. For the 
next 130 years, the Portuguese ruled Melaka and 
controlled the Spice Island trade. Fortifications, 
knownas A Foma (the famous), were erected that 


allowed the Portuguese to withstand attacks dur- 
ing their rule. 

During the late 1500s and early 1600s, the 
Dutch and then the British attempted to gain ac- 
cess and control over Southeast Asia. In 1606, the 
Dutch arrived in the harbor of Melaka and on Au- 
gust 16 a battle followed. After several days of 
fighting, the Dutch withdrew after sustaining 150 
casualties. The Portuguese lost 500 men. The Dutch 
attacked again in 1640 and in early 1641 defeated 
the Portuguese. For the next 160 years, the Dutch 
ruled the country. After they took over the coun- 
try they established a blockade to prevent Mus- 
lim traders from shipping spices and pepper to 
the West. By 1800, the Dutch had turned over the 
country to Great Britain, and it became part of the 
Straits Settlements until the Japanese conquered 
the area during World War II. Meanwhile, trade 
shifted to Singapore after the harbor was opened 
there. On August 31, 1951, Melaka became one of 
thirteen states that make up Malaysia. 


Cynthia Clark Northrup 


See also: Spice Islands. 
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MERCANTILISM 


An early modern economic theory that sup- 
ported the creation of colonies that could pro- 
duce raw materials for the mother country and 
reduce its dependence on foreign nations. 


Late in the fifteenth century, Europe began the pro- 
cess that would lead it to dominate the rest of the 
world for 500 years. Kings consolidated their terri- 
tory, forming the early nation-states. They over- 
turned trade restrictions dating from the Middle 
Ages. Rulers repealed the tolls and tariffs levied at 
every city or river crossing and assisted nascent 
industry, realizing for themselves more taxes to fi- 
nance better armies and a more effective central 
government. With internal reform under way, the 
rival nations turned their attention to the rest of 
the world. 


MERCANTILISM 623 


Spain and Portugal excelled first in the race to 
the East Indies. Portugal explored the west coast 
of Africa and did not cease until it had gone around 
that continent and then on to India, founding a 
great empire in the East. Portugal’s conquests in- 
cluded Goa, India (1510); Melaka (Malacca), near 
Singapore (1511); Ormuz in the Persian Gulf 
(1515); and the Moluccas (1528). Also, the Portu- 
guese established the first European presence in 
China and occupied Ceylon. Spain claimed the 
Philippines and tried for the Moluccas (already 
Portuguese), but its main empire remained in the 
Western Hemisphere, in the Americas from 
Mexico to Chile. Portugal controlled Brazil. 

Spain had success in the East, but its glory ra- 
diated from the New World, whose silver financed 
the sixteenth- through eighteenth-century Euro- 
pean competition for world economic advantage. 
Much New World treasure ended up in the cof- 
fers of the buccaneers of the Spanish Main and 
their backers in England and elsewhere. Never- 
theless, more than enough reached Spain. Span- 
ish wealth spread throughout the Hapsburg-ruled 
lands, paying off debts from the religious wars in 
Germany and the Spanish Netherlands. It bought 
ship stores from the Baltic. It circulated and en- 
tered Holland and Britain legally or otherwise. As 
European trade spread to Asia, silver purchased 
Asian spices, silk, calico, and tea. Asia desired few 
European goods until after the Industrial Revolu- 
tion. In the meantime, silver remained the medium 
of exchange. 

After the initial glut, the silver supply shrank— 
Spanish bullion imports dropped 40 percent be- 
tween 1590 and 1640. Still, the demand for Asian 
products grew, and European nation-states accu- 
mulated large bills because of their frequent reli- 
gious and commercial wars. Europe experienced 
a shortage of money and a recession. Commerce 
provided the solution. Buy little, sell much, and 
become a winner in a mercantilist world. 


GENERAL CONCEPTS 


Adam Smith coined the term retrospectively: as 
he defined “mercantilism,” the home commercial 
sector used foreign trade to create a monopoly of 
the home market because a monopoly would gen- 
erate a favorable balance of trade, all in the 
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nation’s interest. Mercantilism remained the 
dominant economic theory. Applied mercantilism 
varied from state to state and over time. Despite 
variation, all mercantilists intended to bring pros- 
perity through economic regulation and control. 
The idea persisted between 1600 and 1800 and 
influenced most west European states and their 
trading partners and colonies throughout the 
world. Mercantilists believed: 


1. A nation’s economic well-being rested on 
the amount of gold or silver the country 
owned. Britain, France, and Spain out- 
lawed the export of gold or silver bullion 
because they believed that the precious 
metals represented the national wealth, 
that a reserve remained necessary for fluc- 
tuations in supply, and that such a finite 
supply meant any loss became a rival’s 
gain. But it was a leaky system. 

2. A favorable balance of trade would in- 
crease the national supply of bullion while 
decreasing that of the competition. 

3. Colonies and a domestic agricultural sur- 
plus promoted self-sufficiency and in- 
creased national revenue by providing 
raw materials, tax revenue, and markets. 

4. Regulated commerce, with high tariffs on 
imported finished goods that might com- 
pete with domestic manufactures, and low 
tariffs on raw materials, provided cheap 
raw material and food, and kept wages low, 
all of which promoted the favorable bal- 
ance of trade. Selling higher priced finished 
goods brought more wealth than trading 
in raw materials. Quality mattered for re- 
peat business, so states controlled for high 
quality at low cost. Thus, European gov- 
ernments tightened tariffs and trade/ 
manufacturing legislation. 

5. A strong fleet would promote indepen- 
dence from foreign ships or navies and en- 
hance the ability to reach and maintain 
overseas markets. A strong navy also 
served as a marker of prestige and mili- 
tary might. 

6. An expanding economy and empire re- 
quired a large population to work and to 
people the overseas lands. 


7. A conservative style of living became de- 
sirable because luxuries took money that 
could be allocated elsewhere in the 
economy. 

8. The state remained necessary for enforc- 
ing policies and regulating the various el- 
ements involved. 


SPANISH MERCANTILISM 


Although European explorers had penetrated 
Asia, Russia, and eastern Europe at the start of 
the seventeenth century, the prize possession was 
Spain’s New World. The royal monopoly, the Casa 
de Contratacioén, made Seville the sole entrepdt 
for trade with colonial Spain. Carrying goods to 
exchange for Bolivian and Mexican silver, Span- 
ish ships to the New World rose from 10,000 tons 
in 1540 to more than 40,000 tons in the peak year 
of 1608. The amount of silver brought to Seville 
grew sevenfold during the same period. The sil- 
ver paid for foreign manufactured goods that 
Spanish manufacturers lacked the capability and 
capacity to supply to the New World. It also 
bought Spain military might and an aggressive 
foreign policy. Silver flowed to Genoa, Italy, En- 
gland, and the Netherlands, enabling merchants 
and bankers there to trade with the Baltic and 
Scandinavian regions, whose demand for West- 
ern goods was smaller than the Western demand 
for their raw materials. Silver also bought Asian 
goods: silver in Manila bought silk for Acapulco, 
then Vera Cruz, and finally Spain. 

Spain and England had a long history of ani- 
mosity dating back to the time of Henry VIII 
(1509-1547), Spain’s attempt to subvert Elizabeth’s 
claim to the British Crown (1558-1603), the Span- 
ish Armada (1588), and the reversal of Henry 
VIII's taking over of the Roman Catholic Church 
in England (1553-1558). Spain wanted to kill En- 
glish trade, to monopolize the trade of its colo- 
nies, and to keep the English away from Spanish 
territory. As early as the 1530s, English seamen 
went after Spanish vessels. By 1560, Sir John 
Hawkins, who ranked among the most famous 
of the “sea dogs,” sailed from Plymouth and 
brought England precious metal seized from 
Spanish galleons from the New World. Francis 
Drake followed in Hawkins’s footsteps with 


Elizabeth’s backing. His 1577-1578 path of plun- 
der took him through the Strait of Magellan, up 
the west coast of America, and by the Spice Is- 
lands through the Cape of Good Hope, then back 
to England. His success brought the queen 264,000 
pounds, a 4,000 percent profit to other investors, 
and a knighthood for him. But the Spanish sys- 
tem held together for centuries. 


NEW WORLD SPAIN 


Ambitious Spaniards saw in the New World an 
opportunity to be the equal to Castilian nobles. 
The land proved suitable for agriculture and the 
raising of livestock, and an indigenous peasant 
class remained available. A colonial society came 
into being with Spanish overlords working na- 
tive workers. 

The encomienda system gave large grants and 
labor rights to the recipient, which led not only 
to virtual serfdom and the working to death of 
the peasants, but also to a prosperous agriculture. 
Efforts to improve the near-slavery system came 
to nothing—reformers lived in Europe and ex- 
ploiters resided on site. Regardless, the large plan- 
tations prospered. European plants and animals 
flourished, but there was a ban on Spanish crops 
such as olives, grapes, and hemp. 

The Spanish empire in America in 1600 was 
divided into the governing units of New Spain 
and Peru. New Spain included the mainland north 
of the Isthmus of Panama, the West Indies, and 
present-day Venezuela. The viceroyalty of Peru 
included all territory south of New Spain except 
Brazil and the Venezuela area. A viceroy, respon- 
sible only to the Crown, governed each colony. 
The Council of the Indies handled colonial corre- 
spondence, advised the Crown on colonial legis- 
lation, and served as the court of appeals for the 
Casa de Contratacion. The system was bureau- 
cratic, and generally each new situation was re- 
solved by the creation of a new regulation. 

Slavery supplemented the rapidly shrinking 
indigenous population as early as 1503. In that 
year, African slaves first arrived in the Caribbean. 
They reached the mainland by 1510. African slaves 
survived malaria and forced labor better than 
natives. Although blacks proved ineffective in the 
highlands, they provided extensive labor in Span- 
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ish Cuba, Haiti, Puerto Rico, and elsewhere. The 
Spanish king contracted the slave trade out, giv- 
ing monopolies to private traders for seven to ten 
years (the asiento). Slaves were transported on 
Spanish as well as Flemish, Genoese, Portuguese, 
Dutch, French, and English ships. Controls lim- 
ited the volume of imports, kept prices high, and 
promoted smuggling. 


PHILIPPINES 


Spain also controlled an Asian empire. Ferdinand 
Magellan, a Portuguese circumnavigating the globe 
in the employ of Spain, landed in the Philippines 
in 1521, where he died the same year. His crew 
completed the circumnavigation in 1522. Spaniards 
returned in 1565, establishing permanent settle- 
ments from which to expand Christianity into Asia 
and to take over the spice trade. Damaged by the 
defeat of the Spanish Armada by England in 1588, 
Spain turned its effort to its American colonies. Still, 
it controlled the Philippines for three centuries. It 
imposed the encomienda system, under which 
Spanish owners exacted forced payment of money 
and labor from the indigenous population. Manila 
served as a stopover for the trade between Mexico 
and China that lasted from the sixteenth through 
the nineteenth century. Spanish galleons brought 
Mexican silver to Manila and carried back Chinese 
silk and porcelain. To limit losses of silver and pro- 
tect Spanish markets from a flood of Chinese 
goods, Spain allowed only one galleon per year. 
Eventually, with the demise of Spanish mercan- 
tile controls, the galleon trade gave way to direct 
trade between the Philippines and Europe and the 
United States. 
Spanish mercantilism rested on three rules 


1. All colonial trade had to be cleared 
through Spain. Until 1720, the initial single 
port was Seville. Then Cadiz became the 
single port. Finally in 1765, other ports 
received the right to trade. 

2. No foreign ship could enter a Spanish co- 
lonial port, and all foreigners had to have 
a license to send goods to colonies or take 
bullion out. All goods had to go through 
Spain, and Spain received the inter- 
mediary’s cut. 
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3. Colonies operated for the benefit of Spain. 
They could not manufacture or grow 
items that Spain chose to export to them. 
Spain came first; the well-being of the 
colony remained secondary. 


There was a fourth rule—extreme controls led 
to extreme smuggling. Too many people on both 
sides of the ocean had interests in trade. In the 
eighteenth century, Spain finally realized the rules 
had become outmoded and unenforceable. By 
1789, ships could sail directly to most Spanish 
ports. By the end of the eighteenth century, the 
asiento had disappeared and slave imports be- 
came uncontrolled. 


PORTUGAL 


Part of the Spanish system from 1580 to 1640, 
Portugal's power and prestige peaked before the 
mercantilist era. Despite having only 1.25 million 
people at the beginning of the fifteenth century, 
Portugal flourished because of maritime trade with 
the northern states. Portugal's position on the west 
coast of Iberia made the sea a natural avenue. 
Lisbon and Oport’s experience in maritime 
commerce naturally expanded into exploration 
and trading to the west in the New World but, 
more important, to Africa, India, and Asia. The 
New World was initially seen as an obstacle; the 
prize remained the East Indies, and Spanish com- 
petition encouraged the smaller Portugal to turn 
its attention to the known lucrative goal. Portu- 
gal raided and traded for slaves, gold, pepper, and 
ivory on the west African coast. Portugal moved 
to the Atlantic islands, finding honey, timber, and 
other raw materials. Settlement came later. Prof- 
itability of the commercial ventures led the Crown 
to finance ventures of its own. King Manuel fi- 
nanced Vasco da Gama, who found the sea route 
to India. Portugal’s monopoly of the spice trade 
followed. But Portugal failed to establish political 
control over its territories as Spain did. And the 
disadvantages of a small population caught up 
with Portugal by the end of the sixteenth century, 
when the overseas population became too great 
for the home population to support; Portugal ex- 
pelled the Jews and Muslims and suffered a 
disastrous plague. The final blow came with the 


death of King Sebastian in 1578. His uncle, King 
Philip II of Spain, annexed Portugal in 1580. The 
union gave Philip an Atlantic seaboard, a fleet, 
and an empire that extended from Africa to Bra- 
zil and from Calicut to the Moluccas. Portugal re- 
gained independence in 1640, but the Dutch and 
English had taken its eastern trade in the early 
1600s. 

Spain sacrificed the colonies to the home 
country, exploited the natives, and gave the colo- 
nists little input or influence. And mercantilism 
became inflationary because of Spain’s economic 
backwardness; much Spanish wealth financed its 
competitors. Still, Spain had the most sophisti- 
cated colonial society and remained the leading 
colonial power into the eighteenth century. 

After the silver supply declined, the need for 
money led nations to debase their coin, produc- 
ing an economic crisis from 1619 through 1622. 
Spain devalued in 1603, 1636, and 1641. Easy ex- 
pansion to Asia ended in the mid-1600s. A new 
approach became necessary. Success came when 
and where merchants took over trade from gov- 
ernments, developed creative tactics, moved 
away from bilateral exchange, and reduced trans- 
fer costs (information, paperwork, transportation, 
money transfer fees, and so on). This happened 
first in the Netherlands. 


NETHERLANDS 


The United Netherlands came into being in 1581. 
Between 1648 and 1672, the Dutch dominated Eu- 
ropean trade. Northern ports such as Amsterdam, 
Hamburg, and Antwerp controlled European 
commerce. Dutch shipping dominated the trade 
from the Baltic to western Europe, had a large 
share of imports from the Americas and the East 
to Europe, and dominated reexports through 
Amsterdam. Antwerp controlled trade from Ibe- 
ria to the Baltic, and even the Asian trade. 

In 1640, Antwerp took over from Genoa and 
London the lucrative work as disbursing agent 
in the North for Spanish silver. The Dutch had 
been dominating Europe economically since the 
early sixteenth century because of their trading 
skill and their fleets. They were dominant in the 
North Sea, aggravating the English by catching 
huge amounts of herring from Britain’s east coast, 


running a factory-style salting operation, and ex- 
porting British fish throughout Europe. The 
Dutch built a bulk trade using off-season fishing 
vessels filled with the goods of Antwerp mer- 
chants. Some fishermen traded on their own, car- 
rying grain, timber, salt, and other bulk goods. 
They adapted readily to the carrying of woolens, 
silks, spices, and other goods of the colonies. 

The Dutch also cut costs: they launched the 
first fluitschip in 1595. Low, flat, longer than com- 
petitors, and made of cheaper wood (pine and fir 
instead of oak), this vessel required half the crew 
and was half the cost to construct of more tradi- 
tional vessels of comparable size. It was built in 
large numbers with cheap loans. And since it was 
for commerce only, it did not have the costly 
armaments and defenses characteristic of compet- 
ing vessels. The ships belonged to small compa- 
nies with many small investors and a broad source 
of capital. By the 1670s, the Dutch merchant fleet 
exceeded those of England, France, Spain, Portu- 
gal, and Germany combined. The volume of Eu- 
ropean shipping peaked at record levels. Dutch 
diversification in types of goods and the opening 
of new routes in Europe meant they had 30 per- 
cent less likelihood of sailing without cargo than 
the English did. Dutch expansion reversed the un- 
favorable balance of trade with the Baltic, more 
than compensating for the loss of Spanish silver. 

Other European merchants borrowed from 
the Dutch, whose credit system was the most reli- 
able in Europe, so the Dutch also benefited from 
growth elsewhere. The Dutch made the internal 
improvements, set up special financial instru- 
ments to ease the flow of trade, extended the use 
of credit, and, with the creation of the public Bank 
of Amsterdam, provided a public bank with pri- 
vate capital rather than the government-funded 
charter companies that had dominated banking 
until that time. 

The Dutch established colonies in Asia and 
America, seeking sources of raw materials. Barred 
from Lisbon by Philip II of Spain, they established 
their own route around the Cape of Good Hope 
to Indonesia. They bested the Portuguese in a se- 
ries of encounters in the late sixteenth century. The 
Dutch founded Batavia, Java, in 1597, the Dutch 
East India Company and a stock exchange in 1602, 
the Dutch West India Company in 1621,and New 
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Amsterdam in 1625-1626. But rivals fought back; 
the first Anglo-Dutch war took place between 1652 
and 1654 and a second from 1665 to 1667. From 
1653 through 1672, the Dutch lacked strong lead- 
ership. New Amsterdam fell to England, but the 
Asian effort remained viable for centuries after 
mercantilism and Dutch dominance faded. 
France worked against the Dutch by raising 
tariffs and port fees and by cracking down on 
Dutch smuggling in the West Indies. It also set 
up state companies to compete with the Dutch 
companies in the Baltic and East and West Indies. 
When the cost of the effort became too high, Jean 
Baptiste Colbert, the chief minister of Louis XIV 
from 1661 to 1683, invaded and lost. The compa- 
nies proved too expensive as was the war, so 
France went into a slump. As wars occurred again 
in 1652-1654, 1665-1667, and 1672 (this one in- 
cluded a French land war)—the unarmed Dutch 
ships, even with escorts, began to fade. The Dutch, 
with a population of two million, faced foes three 
to ten times as numerous, and the instability killed 
the entrepdt business. Dutch trade at Bordeaux 
dropped more than half from 1651 to 1684. Be- 
tween the 1660s and 1700, the Dutch trade con- 
tinued to decline, and British exports grew by 50 
percent, half from reexport of colonial imports, 
primarily to Europe. The eighteenth century be- 
longed to England and France. But the Dutch did 
lower trade and transportation costs for all. 


FRANCE 


Jean-Baptiste Colbert strongly advocated eco- 
nomic regulation, but he understood as a practi- 
cal politician that his well-being depended on the 
middle class. He used France’s strong central state 
to ban the export of money, set high tariffs on for- 
eign finished goods, and provide generous boun- 
ties to shipping. He bought Guadeloupe and 
Martinique, pushed for the settlement of Santo 
Domingo, Canada, and Louisiana, and established 
armed trading posts/settlements in Africa and 
India. He required French manufacturers to ob- 
tain their raw materials from French domestic or 
colonial sources. His merchant fleet consisted of 
almost 300 vessels. He discouraged the taking of 
holy orders and exempted families with ten or 
more children from taxation. National power 
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rested on self-sufficiency, hard money, and large 
families. 

Although he banned the export of bullion, his 
real goal was to replace bullion with export earn- 
ings as the method of paying for imports. State 
subsidies, the recruitment of foreign artisans, and 
emphasis on high-value products such as quality 
furniture, glass, and tapestries made French work- 
manship legendary. Tariffs protected French indus- 
tries from foreign competition, as in the case of 
cloth where he doubled the duty on imports to 
keep the better-established British cloth from com- 
peting. He also tried to keep domestically pro- 
duced raw materials for the exclusive use of 
domestic manufacturers. Heavy restrictions on ex- 
ports kept sheep and wool for the domestic cloth 
industries. Manufactures, not raw material, were 
the desired exports, because they helped the bal- 
ance of trade and broughtin bullion. Likewise, the 
import of manufactured goods was discouraged. 
Importing raw materials was acceptable, but the 
use of domestic products was preferred. 

Colbert challenged the Dutch. His merchant 
marine fleet grew from 60 to more than 700 ships 
of 300 tons or more, rivaling the Dutch. His navy 
grew from 20 ships to 250. Unlike the English, he 
did not let merchants affect his decisions, which 
he based on reasons of state. Colbert was also a 
mercantilist in regarding commerce as a zero-sum 
game, and he liked to boast that his creation of a 
French glass industry by importing Venetian 
glassblowers cost Venice one million livres a year. 
Between 1715 and 1771, French foreign trade grew 
eightfold, almost reaching the British trade level. 
Exports multiplied more than four times between 
1716 and 1789. 


ENGLAND 


England also had problems with the Dutch. In 
1601, London’s port handled 360 Dutch ships and 
only 207 English. The Navigation Acts of 1651 
were directed primarily at the Dutch. The first 
Navigation Act required that Asian, African, and 
American goods could only be brought to En- 
gland in English ships. And European imports 
had to enter England either on English ships or 
on ships of the producing country. 

Spanish wealth aided English mercantilists, 


who operated on the assumptions enunciated by 
Thomas Mun in the 1620s: 


1. English industry should have English raw 
materials, so exports of wool, fuller’s 
earth, pipe clay, and the like should be 
barred, especially exports to the chief ri- 
val, Holland. 

2. English ships and merchants had to be 
barred from furnishing Spanish or Turk- 
ish wool to Dutch competition. 

3. Home manufacturers in linen, hemp, and 
flax would make England self-sufficient 
and reduce the loss of bullion that came 
with importing goods. 

4. The English should take over Dutch 
fisheries. 

5. Foreign ships and merchants who made 
money in England should have to spend 
that money on English goods. 

6. Foreign goods should enter England in 
either English ships or those of the manu- 
facturing country. 


The system intensified under the Stuarts after 
1660 with increased emphasis on planning, indus- 
trial output, and increased awareness of interna- 
tional competition and diplomatic maneuvering. 

Mercantilists wanted low unemployment be- 
cause it was most efficient. They also assumed that 
colonies were suppliers of raw material to home 
industry and markets for home goods, not com- 
peting sources of industry. 

In 1704, England restrained Irish industry, but 
allowed the Irish linen industry to help Protes- 
tant flax growers and linen weavers in northern 
Ireland. Ireland exported little to the colonies. 
Previously, in 1668, the English Parliament ruled 
that cattle could no longer be imported to En- 
gland and that there was to be no competition 
with English wool, either in raising sheep or in 
converting wool into fabric. The American colo- 
nies had fewer limits, thanks to the 3,000 miles 
between them and England. 


THE NAVIGATION ACTS 
Regulation of shipping dated to the fourteenth- 


century reign of Richard II, but as late as 1642, 
the Long Parliament declared New England im- 


ports and exports free of duties, and shortly there- 
after the Parliament put goods entering southern 
colonies on English ships on its free list as well. 
The first act that restricted trade was passed in 
1651, when Oliver Cromwell ruled England. 

As stated in the previous section, the first 
Navigation Act required that Asian, African, and 
American goods could only be brought to En- 
gland in English ships. European imports had to 
enter England either on English ships or on ships 
of the producing country. The act, as did those 
that followed, affected England’s American colo- 
nies differently in the northern and southern re- 
gions. Because northern goods tended to be the 
same as those produced in England, the barring 
of those goods was damaging. In the south, which 
produced rice, tobacco, and other goods that En- 
gland could not produce itself, the impact was 
not nearly as serious. But the impact of the act on 
the colonies was not the primary consideration 
of the English Parliament, which was to harm the 
Dutch, England’s primary commercial rival. En- 
forcement remained lax to nonexistent in the colo- 
nies, especially in New England. 

The second act, that of 1660, incorporated the 
first and prohibited colonial imports and exports 
on other than English or colonial vessels. It also 
enumerated items that could be shipped only to 
England or English territory. Enumerated items 
included cotton, wool, tobacco, sugar, and other 
items. Over time, the list of enumerated items 
grew. There was also a duty assessed on items 
shipped to England. A law of 1672 set the duties 
on intercolonial sales of the enumerated items. 
The duties had a potentially disastrous impact on 
intercolonial trade as well as trade with other 
countries. However, enforcement again proved 
lax to nonexistent. Trade restrictions also provided 
protection for goods such as grain and salt, which 
England produced for itself. On the other hand, 
the act protected colonial tobacco and iron from 
European competition by establishing high tar- 
iffs, and it provided subsidies through bounties 
on certain colonial products. 

Other legislation hampered colonial develop- 
ment while promoting domestic interests. The 
Corn Laws, first enacted in 1666, shut out colonial 
grain shipments, leading New York and New En- 
gland to shift to manufacturing. But England pro- 
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hibited colonial manufacturing. In 1708, New York 
manufactured about 75 percent of its own woolen 
and linen goods; the English prohibition killed that 
manufacture. Additional eighteenth-century re- 
strictions damaged colonial hat manufacture for 
domestic use and export. Similarly, restrictions on 
iron and wool industries hurt the northern colo- 
nies. The Molasses Act of 1733 proved to be the 
worst act of all. 

The act set prohibitively high duties on mo- 
lasses and sugar that the colonies obtained from 
the French West Indies. New England had a 
flouishing trade with the West Indies, exchang- 
ing flour, lumber, fish, and livestock for the mo- 
lasses and sugar. Because of the Corn Laws, New 
England had no English market for its products 
other than the French colonies. Again, serious en- 
forcement would have had significant adverse im- 
pacts in New England, but neglect and subterfuge 
allowed New England to prosper. 

English enforcement, even after the establish- 
ment of the Board of Trade and Plantations in 1696 
to oversee trade and colonial affairs, remained weak 
and mostly produced colonial lawbreaking with the 
connivance of customs officials and sometimes 
even the governors. Widespread smuggling in the 
face of Admiralty courts occurred because juries 
refused to convict. The impact of the Molasses Act 
also included increasing contempt for Parliament 
because that body could not enforce its laws. 

Smuggling was not confined to the colonies. 
An estimated 40,000 British smugglers were ac- 
tive in bringing in French silk and Indian tea well 
beyond import restrictions. 

Some of the trade laws were actually advan- 
tageous to the colonies. The prohibition on grow- 
ing tobacco in England that originated under 
James I, who regarded the weed as noxious, pro- 
tected colonial interests. Also, to counter an unfa- 
vorable balance of trade in naval stores with 
Russia, Sweden, and Norway, England established 
bounties on colonial stores, such as hemp, lum- 
ber, tar, and turpentine, which generated a sur- 
plus of naval stores. Eventually, England was able 
to export these and other products, rather than 
import them from Russia, Norway, and Sweden, 
as it had previously done. 

Because mercantile theory defined colonies as 
consumers of finished goods and exporters of raw 
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materials, England usually had a favorable balance 
of trade. For instance, in 1759 New England exported 
to England 38,000 pounds worth of goods while im- 
porting 600,000 pounds. Presumably, income from 
smuggling helped to finance the importation of Brit- 
ish goods. Still, the policy did work significantly to 
New England’s advantage because the laws defined 
colonial shipping as English, thereby promoting the 
New England shipping industry. 

Between 1702 and 1772, British trade tripled. 
Matching that growth rate, shipping exceeded a 
million tons in 1788. Growth meant wealth, pri- 
marily from the Americas. In 1700, British traders 
still looked to Europe, but by 1776, non-European 
areas accounted for two-thirds of British trade. 
Between 1700 and 1763, there was a fivefold in- 
crease in exports to the West Indies and America 
and a fourfold increase in imports. Control of 
trade with the Western Hemisphere, as with In- 
dia, was worth going to war over. 


WORLD MERCANTILISM 


The southern American, Caribbean, and Brazil- 
ian colonies shipped raw materials—tobacco, rice, 
coffee, sugar, and rice—to Europe, which sent fin- 
ished goods back to the plantations. Atlantic cit- 
ies from Lisbon and Cadiz to Bordeaux, London, 
and Liverpool prospered from the Atlantic trade. 
For cities such as Liverpool, the reexport of plan- 
tation products was important, but more so was 
the trade in plantation labor—slaves. 

Slavers sailed from Liverpool, or Lisbon, for 
West Africa. There they traded cheap finished 
goods for live bodies. Slaves were packed tightly 
on the voyage to the Caribbean and the Ameri- 
can south, where the survivors were sold. Slave 
ships returned with cotton, tobacco, or other plan- 
tation crops. Meanwhile, Portuguese slavers took 
their plantation cargoes to Brazil. 

European finished goods made their way to 
Spanish America as well. Half a million settlers in 
Mexico and Peru initially paid for goods with sil- 
ver. As silver became scarce, Latin America became 
more self-sufficient. Meanwhile, North American 
trade continued to grow. Eventually, North 
America diverged from England into self- 
sufficiency, self-determination, and dissatisfaction 
with a subordinate and dependent status. 


Mercantilism had an adverse impact on Asia. 
Asian trade helped Europe to expand by promot- 
ing the rise of new commercial organizations, 
opening new markets, and encouraging ship- 
building and related industries. Initially, it was 
mutually beneficial if not more advantageous to 
the Asians, who had superior abilities and re- 
sources. But the European companies violated 
mercantilist theory in the pursuit of more trade, 
more goods, and more profits. They spent pre- 
cious metals in exchange for textiles (flying in the 
face of mercantilist advocacy of home labor). 

The mercantilist pattern developed in Asia 
only after free trade replaced mercantilism; that 
is, after the Industrial Revolution, when European 
merchants exchanged manufactured goods for 
Asian agricultural products and when restrictive 
trade practices were set into place. 

In India, English mercantilism was more a com- 
pany venture than a government effort. The 
government awarded a monopoly to a group in- 
corporated on December 31, 1600, as the East In- 
dia Company. Eight years later, in 1608, the first 
company ships arrived, and in 1615 Sir Thomas 
Roe, the emissary of James I, received the right to 
establish a factory at Surat. Over time, the British 
dominated and the Portuguese faded. English com- 
munities grew in Calcutta, Bombay, and Madras, 
and factories sprang up along the east and west 
coasts. In 1717, the Mughal emperor exempted the 
company from paying customs in Bengal. In the 
eighteenth century, Robert Clive of the British East 
India Company defeated the Bengali ruler in the 
Battle of Plassey in 1757, and within a few years 
the company was collecting revenues for the em- 
peror. Company rule was, if not rapacious, at least 
detrimental to the province. The company’s rev- 
enues and volume of trade continued to grow, but 
so did its military expenditures, and the company 
eventually needed the assistance of the state. Lord 
Frederick North’s India bill, the Regulating Act of 
1773, placed the company and India under gov- 
ernmental control. The company continued opera- 
tions until 1858. 

Although each nation had its own variations, 
during the seventeenth and eighteenth centuries, 
each had economic policies intended to maximize 
national wealth, specifically bullion. Means of 
obtaining wealth were either the acquisition of 


territory or the creation of a trade surplus. State 
involvement in economic development was nec- 
essary to attain maximum wealth. Restrictions on 
the colonies’ trade and manufacturing and subsi- 
dies for raw materials—self-sufficiency within the 
system—reduced imports from rival mercantilist 
systems. And it was all enforced through the 
Navigation Acts, which restricted imports, ex- 
ports, and shipping. Economic autonomy and a 
large share of a finite economic pie is what the 
European nation-states were striving for to in- 
crease their wealth and power. But, as Adam 
Smith’s An Inquiry into the Nature and Causes of the 
Wealth of Nations (1776) points out, wealth lies in 
productivity, not metal, and the pie has no limit. 
Eventually, mercantilism gave way to free trade. 


John Barnhill 
See also: British Empire; Smith, Adam; Spanish Empire. 
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MERCHANT GUILDS 


Medieval guilds of export-import merchants 
that evolved into powerful institutions to pro- 
tect and extend the interests of overseas trad- 
ers, especially in the Spanish world, well into 
the nineteenth century. 


In the eleventh century, Christian control of ports 
in Syria, Egypt, Lebanon, and Asia Minor opened 
the way for revived commerce with the East. Ital- 
ian ports eventually displaced the Byzantine ports 
in dominating the trade of the eastern Mediter- 
ranean in the eleventh and twelfth centuries. 
Merchants, who were not a part of the nobility 
and who were often disparaged as a class, formed 
the rank and file of the private guilds that began 
to develop trade with the East. These early mer- 
chant communes eventually became formal, char- 
tered merchant guilds, working in alliance with 
their city’s prince. Among the earliest were those 
at Ravenna and Amalfi, whose guilds as early as 
1010 proclaimed a written code of maritime and 
commercial law, rooted in Greco-Roman legal 
precedents and the Rhodian Sea Laws of the sev- 
enth century. 

Newer, more dynamic merchant communities 
with highly organized guilds emerged in north- 
ern Italy in Venice, Genoa, Florence, Pisa, Sienna, 
Bologna, and later Sicily. From Italy, the institu- 
tion spread northwestward through Provence and 
Languedoc to towns along the coast of Aragon. 
Eventually, among the most important of the west- 
ern Mediterranean merchant guilds were those 
of Barcelona and Valencia. These medieval mer- 
chant guilds—or sea consulates—became one of 
the more enduring institutions throughout the rise 
and decline of the Spanish empire, continuing well 
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MERCHANT GUILDS 


Merchant guilds were established in medieval Europe to maintain 
standards and prices for goods. Shown here is a guild merchant’s 
seal from thirteenth-century Gloucester, England. 

(© North Wind Picture Archives) 


into the nineteenth century, with modern vestiges 
still in existence. In these early merchant guilds, 
we find the origins of modern commercial legal 
codes, chambers of commerce, and diplomatic 
consulates in foreign places. 

By the thirteenth century, the institution was 
well established in Italy, supervising and protect- 
ing commerce and providing a court for commer- 
cial litigation. Pope Gregory VII had formally 
granted Pisa’s consular court in March 1075. In 
the twelfth century, the Pisa merchant guild had 
begun to name consuls in foreign ports, first in 
Sicily and later in North Africa and the eastern 
Mediterranean. Genoa and Venice followed suit. 
Genoa established its sea consulate in 1206 and 
expanded its overseas consulates rapidly after 
that, taking over Sardinia by 1323. These foreign 
consulates secured privileges for the northern Ital- 
ian merchants, often including most-favored- 
nation treaties and the right for their consuls to 
hear cases involving their subjects in those foreign 
ports. These Italian sea consulates (consoli del mare) 
had full authority to supervise trade and conduct 
judicial proceedings involving commerce. 

Merchant guilds also emerged early along the 
French Mediterranean, although they did not gain 
judicial functions until 1549 in Toulouse and 1563 


in Paris. Promulgated in the thirteenth century by 
Louis IX, legal precedents recorded on the island 
of Oléron, near the Atlantic port of La Rochelle, 
came to be highly influential on the commercial 
and maritime law of France, Britain, Flanders, 
Prussia, and to some degree Spain. Elsewhere, the 
institution of the merchant guild extended north- 
eastward into Russia by the mid-twelfth century. 
Merchants in the Hanseatic cities of northern Eu- 
rope organized in the thirteenth century. There, 
the commercial Ordinances of Wisby (formally 
codified in 1407) emerged in the fourteenth cen- 
tury to have great influence throughout the Bal- 
tic region and into Russia. Meanwhile, England 
developed maritime courts, which sat in English 
seaports to administer Admiralty law before the 
town mayor and burgesses and juries of mariners 
and merchants. 


EARLY MERCHANT GUILDS 
IN SPAIN 


Merchant guilds, or consulados, developed and 
survived most fully, however, in Catalonia, and 
were later adopted in Castile and eventually in 
Spain’s overseas dominions. Spain was later than 
Italy in developing overseas commerce. The king- 
doms of the Iberian Peninsula had slight partici- 
pation in the Crusades, as they were involved in 
their own campaigns against the Muslims, who 
had overrun the peninsula in the eighth century. 
Significant economic growth and renewal of over- 
seas trade accompanied that Reconquista, espe- 
cially in Catalonia. Barcelona became one of 
Europe’s wealthiest cities in the thirteenth cen- 
tury and a rival of the Italian city-states. Its mer- 
chants faced formidable danger on the high seas. 

Minimal knowledge of navigation, inad- 
equate charts, lack of proper navigational instru- 
ments, and the limitations of their vessels in severe 
weather could cause long delays at best, and ship- 
wreck, lost cargoes, or death at worst. If ship- 
wrecked on foreign shores, custom permitted 
local inhabitants to salvage both cargo and ves- 
sel, and on enemy shores the survivors could be 
enslaved, ransomed, or killed. Pirates and enemy 
privateers added to the risks. The use of convoys 
enhanced safety, but the necessity of hiring armed 
naval units greatly increased freight costs. Thus, 


merchants normally armed their ships and pro- 
vided defensive personnel and equipment to de- 
fend the cargoes throughout the Mediterranean. 
Indeed, when the princes of that era needed 
navies, for example, as in the Catalan invasion of 
Mallorca in 1229, they created such forces by as- 
sembling armed merchant ships. Guild organiza- 
tion allowed merchants to maximize their 
defensive resources, as well as to provide sympa- 
thetic courts to hear commercial disputes. 

As elsewhere in Spain, the municipal council 
handled mercantile justice in medieval Barcelona. 
It appointed consuls in the foreign ports with 
which Barcelona traded. The consuls could gov- 
ern, judge, and punish all the subjects of the 
Crown of Aragon who resided in those ports. A 
guild of prominent overseas merchants, however, 
had existed there at least as early as 1243 and af- 
ter James I recognized it in 1257 it began to take 
over those responsibilities. Under James and his 
successors, Catalan merchants developed great 
wealth and power as they courted royal favor 
with gifts and loans and received many conces- 
sions and privileges. Their commercial empire 
stretched throughout the Mediterranean, making 
Barcelona a serious competitor of Genoa and 
Venice. Its merchant guild evolved into a more 
formal institution that represented the power of 
its wealth and the recognition of the Crown, for- 
malized by Peter IV into a formal tribunal and 
chamber of commerce in 1347, privileges that 
were repeated and extended by subsequent mon- 
archs. It became the model for those who followed 
in the Spanish world. Its maritime tribunal 
evolved a detailed code of commercial custom and 
law, the Libre del Consolat del Mar, that became rec- 
ognized as the principal code of maritime and 
commercial law throughout the Mediterranean. 

With the rise of national states by the fifteenth 
century, royal navies began to protect overseas 
commerce, but the tradition of merchant respon- 
sibility for their own defense lingered on as a sub- 
stitute or supplement to such protection even into 
the nineteenth century. The great House of Trade 
(Llotja) in Barcelona stands today as a monument 
to the strength and power of the merchant com- 
munity there before the Black Death and continu- 
ing warfare began to stunt further Catalan 
expansion in the mid-fourteenth century. The 
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Catalan merchants maintained their guilds and 
zealously protected their commerce by subsidiz- 
ing privateers and cooperating with the state in 
dispatching naval expeditions recommended by 
the merchants and shippers. The consulados usu- 
ally paid at least a third of the total costs of arm- 
ing and maintaining coast guard vessels and 
helped build shore fortifications, lighthouses, 
wharves and dry-docks, and other public works 
in support of overseas trade. They also proposed 
and promoted navigational aids and regulations. 
Various fees and duties assigned to the consulados 
provided significant sources of income for these 
activities. As the consulados became wealthier, 
they were pressured to support other activities, 
such as religious and civic affairs, but they still 
directed most of their resources toward the pro- 
tection and promotion of commerce. 

Besides the consulados in Barcelona, Valencia 
(1283), and Palma de Mallorca (1343), others ap- 
peared in Tortosa (1363), Gerona (1385), Perpignan 
(1388), and Sant Feliu de Guixols (1443). Their 
courts eliminated the expense of lawsuits and 
strife in mercantile litigation as they circumvented 
the legalism and obstruction encountered in the 
ordinary courts. In addition, the consulados had 
a council (junta) to represent the merchants in 
negotiations with other organizations and at trade 
fairs, to administer the finances of the guild, and 
to enforce trade regulations within the area of its 
jurisdiction. The early consulados were allied 
closely with the municipal administration of their 
respective cities and played important roles in the 
economic and political structure of eastern Spain 
by 1450. Membership in these guilds comprised 
resident merchants who met specific qualifica- 
tions of age, property, occupation, and reputation. 
They elected their officers and the justices of the 
tribunal, usually a prior and two consuls, either 
directly or by lot from a group of electors chosen 
by the general membership. 


UNION OF ARAGON AND 
CASTILE 


After the union of Aragon and Castile in 1469, 
Catalan commercial customs influenced those of 
Castile. There had been merchant guilds in 
Burgos, Bilbao, and other northern Castilian 


634 MERCHANT GUILDS 


towns for a half-century before the union with 
Aragon, but not until after unification did the 
Crown grant them judicial privileges. Burgos’s 
merchants had thrived on the wool trade with 
Flanders and in 1494 became the first Castilian 
community to receive royal privilege as a 
consulado. Its ordinances, obviously taken from 
the Catalan models, also authorized it to outfit 
corsairs and to arm its merchants’ ships. By 1500, 
many Spanish merchants were operating not only 
in Flanders and the Netherlands, but also in En- 
gland and elsewhere in northern Europe. Bilbao, 
rivaling Burgos, received its own consulado in 
1511. The wars between Charles I of Spain and 
Francis I of France heightened the need to pro- 
tect the Castilian fleets that departed from Bilbao 
in March and October of each year for Flanders 
and other northern ports. The wars of the Protes- 
tant Revolution and eventually the Dutch war for 
independence would bring a virtual end to this 
lucrative trade. By 1600, it had declined notably, 
leaving many Burgos merchants in ruin. By then, 
the primary focus of Spanish trade had shifted to 
the Indies. 

The Board of Trade (Casa de la Contratacion) 
established in Seville in 1503 supervised every 
detail of the transatlantic trade, following the 
pattern established by the Portuguese to regu- 
late their overseas trade. In 1543, Charles I 
granted the Seville merchants a Consulado de la 
Universidad de los Cargadores a las Indias, which 
worked closely with the Board of Trade to pro- 
tect the interest of the city’s merchants, strenu- 
ously resisting any curtailment of the monopoly 
that they held on the trade with the Indies. Al- 
though this trade had initially been open to pri- 
vate initiative and enterprise, the challenge of 
French corsairs by the 1540s forced Spain to re- 
quire traders to travel in annual convoys to the 
viceroyalties of New Spain and Peru. The Seville 
consulado built and operated from the great 
Lonja (today the Archivo General de Indias) as 
it supervised the fleet system that channeled le- 
gal trade to and from annual fairs at Portobelo 
for Peru and Veracruz or Jalapa for New Spain. 
It collected an averia tax to help pay for defend- 
ing and supervising the fleets and collaborated 
with the government in the collection and ad- 
ministration of many other taxes on trade, all of 
which raised the price of legal goods to heights 


that encouraged smuggling. 

Besides giving the merchants their own court 
of commercial law for the trade with Indies, the 
Seville consulado followed the practice of the 
Catalan and Burgos consulados with a junta de 
comercio that met regularly to consider all matters 
relating to the protection of merchant interests. 
Presided over by its prior, the junta also included 
the two consuls, nine elected councilors, an ap- 
pointed syndic, accountant, secretary, and trea- 
surer, and sometimes, other officials. An annual 
merchant assembly selected the officers of the 
consulado. Merchant assemblies were also called 
on other occasions to discuss matters of serious 
concern. The junta became a major advisor to the 
Crown on economic matters, increasingly bypass- 
ing the Casa de Contratacién. One of its major 
activities came to be assembling funds to provide 
large loans to the Crown as well as outright do- 
nations (donativos) in times of war or other crisis. 
In return, the Crown favored the Seville mer- 
chants by accepting their consulado’s recommen- 
dations on economic policy, issuing blanket 
pardons for violations of laws regarding smug- 
gling or tax payments, and sustaining its mo- 
nopoly over the American trade. Their consulado 
also regulated marine insurance, carried on sal- 
vage operations for shipwrecks, and in 1628 be- 
gan to operate a system of aviso ships that carried 
mail and royal orders across the Atlantic and gath- 
ered intelligence on enemy forces. 


SEVILLE GUILDS 


From 1500 to 1620, the Seville merchants enjoyed 
growing trade, with the system operating for the 
benefit of royal as well as private interests, but 
from the 1590s onward, the challenge of foreign 
interlopers and contraband traders began to break 
their monopoly. Despite the continued flow of 
American silver, the legal commerce declined both 
in numbers of ships and the tonnage they carried. 
This would not begin to turn upward again until 
the middle of the eighteenth century, providing 
the statistical foundation for the hypothesis of a 
serious seventeenth-century depression in the 
Spanish world. The founding of Manila in 1571 
was another inroad into the Seville monopoly, as 
an annual galleon plied between Manila and 
Acapulco, supplying Mexican merchants with 


Oriental goods that competed successfully with 
the expensive European goods of the Seville fleets. 
Although foreigners were excluded from direct 
legal trade with the Indies, there were nonethe- 
less many foreign merchants in Seville and else- 
where in Spain. By operating through the Seville 
consulado’s merchant houses, they in effect par- 
ticipated legally, although indirectly, in the trade. 
The Seville merchants were increasingly mere 
fronts for these foreign entrepreneurs. To this was 
added rising contraband trade that in the seven- 
teenth century undermined the Seville monopoly, 
so that despite the decline in the size and tonnage 
of the fleets, the amount of goods that flowed into 
the American dominions actually increased 
throughout the century, enriching the merchant 
communities of Lima and Mexico City. 

In 1592 and 1593, the Crown authorized 
consulados in Mexico City and Lima, respectively, 
that were initially composed of representatives 
from the Seville merchant houses. The Mexican 
consulado began formal sessions in 1604 and the 
Peruvian consulado in 1613. In the seventeenth 
century these two consulados enjoyed great 
power as the bastion of the European residents, 
serving as a sympathetic tribunal to hear disputes 
over contracts, bankruptcy, shipping, insurance, 
and other commercial litigation. They established 
consular deputations in ports throughout their re- 
spective viceroyalties. Through collection of the 
averia and other taxes, they accumulated funds 
for the construction of public works and loans to 
the viceregal governments. The Mexican 
consulado armed vessels to help protect the Ma- 
nila galleons, carry on port improvement and 
defensive installations at Veracruz, and maintain 
a private police force to patrol the road between 
the port and the capital. The establishment of the 
Mexican consulado coincided with the peak of 
Mexican-Spanish trade (1595-1625), but it trailed 
off steadily after 1625 as Mexican merchants found 
less expensive goods than those provided in the 
annual Seville fleet. In the viceroyalty of Peru, too, 
rising contraband in the Pacific as well as the 
growth of Buenos Aires began to divert Peruvian 
silver from the galeones of Seville. Despite the com- 
bined efforts of the Crown and the Lima con- 
sulado, African slaves, machine goods, sugar, and 
textiles poured into the Rio de la Plata to be sold 
all along the route to Peru. 


MERCHANT GUILDS 635 


The merchants in the viceregal capitals jeal- 
ously guarded their privileged monopolies and 
successfully opposed new consulados in America 
for two centuries, despite petitions for such insti- 
tutions from other cities from the mid-seven- 
teenth century onward. Outside of Lima and 
Mexico City, their commercial deputies exercised 
limited functions as commercial judges and tax 
collectors in an ill-defined system that frequently 
led to confusion, delay, and sizeable backlogs of 
cases. A royal decree in 1632 authorized the es- 
tablishment of new consulados in towns that had 
“a sufficient number of merchants,” but none won 
charters anywhere in the Spanish world until 
1682, when San Sebastian, which became an im- 
portant city for the overseas trade from the Basque 
provinces in northern Spain, received a con- 
sulado. In Latin America, a royal effort to increase 
the collection of the averia tax to pay for the armed. 
vessels that accompanied the annual transatlan- 
tic fleets led the Crown to authorize a consulado 
at Bogota in 1694, but financial mismanagement 
of its tax license led to its dissolution by 1713. The 
Crown of Aragon erected a third new consulado 
in Malta in 1697. 


SLAVE TRADE 


The slave trade within the Spanish empire, first 
granted to the Portuguese, but in the eighteenth 
century to the French and English as well, opened 
wider doors to smuggling and erosion of the 
Seville monopoly. The rising challenge of England 
and other north Europeans forced the merchant 
guilds to devote greater sums toward naval and 
coastal defenses in Spain and the Indies. At the 
root of a growing division between the interests 
of the Seville merchants and those of the Indies 
was the reality that colonials depended decreas- 
ingly less on the metropolis, while the metropolis 
depended increasingly more on the colonies. The 
Seville monopoly was a system of scarcity that 
encouraged contraband. By the end of the six- 
teenth century, a rising part of the Seville-Ameri- 
can trade came from colonial merchant houses or 
resident foreign merchants, rather than from mer- 
chants of the Seville consulado, who were acting 
as agents only for the foreigners or colonials. 
Cheaper foreign goods satisfied demands from a 
growing population in the Indies from 1660 
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onward. Delays, high transport costs, taxes, com- 
plicated credit terms, inefficiency, and corruption 
characterized the mercantilist system of the Seville 
merchants. Thus, contraband became the norm 
in both viceroyalties of the Indies, financed with 
American silver and supplied especially by the 
English Industrial Revolution and sophisticated 
Dutch merchants. In Veracruz, a tax official in 1685 
estimated that the contraband amounted to twice 
that of the legal trade. Thus, what had become a 
“century of depression” for Spain was for the 
Indies a period of rising affluence. 

Spanish reliance on precious metals and too 
little attention to a broader-based economic devel- 
opment rooted in industry and commerce left 
Spain well behind its European rivals by the eigh- 
teenth century. As the cost of defense continued 
to rise, the consulados of Seville, Mexico City, and 
Lima lent and donated millions of pesos to the 
Crown in this futile effort. The Lima consulado 
bore most of the cost of maintaining the Armada 
del Sur, a fleet of four to six warships that protected 
the traffic between Lima and the fairs in Panama. 
Yet, by the beginning of the eighteenth century 
these ships were in miserable shape and the mer- 
chants increasingly resisted paying for their main- 
tenance. The consulados, of course, were not 
limited in their support of the defense establish- 
ment to maritime matters. In Mexico and Peru, they 
also subsidized urban militias that quelled inter- 
nal disturbances and protected overland routes of 
commerce. Yet, the more taxes rose, the more at- 
tractive smuggling became, and foreigners increas- 
ingly dominated both the legal and illicit trade. By 
1700, the Seville merchants had perhaps no more 
than 5 percent of the legal trade, while French 
merchants participated at a level of 25 percent, 
Genovese at 22 percent, Dutch at 20 percent, and 
English and Flemish at about 10 percent each, with 
various Germans taking about 8 percent. 

By the time the Bourbons came to the Span- 
ish throne in the eighteenth century, Spanish 
trade had suffered greatly. Many of the earlier 
consulados had declined in their economic for- 
tunes and vitality, although the Lima and Mexico 
City guilds had grown into powerful institutions 
in the viceregal capitals. In Andalusia, the diffi- 
culty of navigating the shallow Guadalquivir 
River had led to a shift of activity from Seville to 
Cadiz, which became the monopoly port in 1680. 


In 1717, the Seville consulado formally moved to 
Cadiz, along with the Casa de la Contratacion. 
The sweeping “Nueva Planta” reforms for 
Catalonia in 1716 involved some revitalization of 
the Barcelona consulado, which was now more 
of a government development agency, using the 
merchants to the state’s advantage. Madrid was 
centralizing control while encouraging new pri- 
vate economic development. The establishment 
of private trading companies, notably the Caracas 
Company where the Basque interests of San 
Sebastian received exclusive rights to trade with 
Venezuela in 1728, took whole provinces outside 
of the Cadiz merchant monopoly. 

The Bourbon ministers made a concerted ef- 
fort to rationalize Spain’s antiquated commercial 
system and slowly abandoned the fleet system in 
favor of licensed individual sailings (buques de 
registro). Their efforts to stamp out contraband still 
fell heavily on the merchant guilds. For example, 
coast guard ships in the Caribbean were largely 
supported by the Cadiz consulado, the Lima mer- 
chants continued to maintain a major fleet in the 
Pacific, and several consulados maintained pri- 
vateers. The Crown repeatedly called on the 
consulados for loans and donations to supple- 
ment rising naval and coast guard expenditures. 
Yet, the contraband still flourished, even more in 
the peripheral areas than in the centers of Span- 
ish authority. Outlying areas, such as Central 
America, Venezuela, and the Rio de la Plata, es- 
pecially benefited from the end of the fleet sys- 
tem and the expansion of the buques de registro 
in the mid-eighteenth century. 


BRITISH INROADS 


Britain’s inroads into Spanish America rose rap- 
idly after it gained the right in 1714 to sell slaves 
within the Spanish empire and to send an annual 
trading ship to Portobelo and Veracruz. When the 
British captured Havana and Manila in 1762 in 
the Seven Years’ War, Spain finally enacted more 
radical commercial reforms that challenged the 
established consulado monopolies. Trade liberal- 
izations beginning in 1765 culminated with the 
Free Trade Act of 1778, which was strenuously op- 
posed by the consulados of Cadiz, Mexico City, 
and Lima. It opened most major ports in Spain 
and the Indies to each other’s direct commerce. 


It also stimulated remarkable expansion of legal 
trade in Central America, the Rio de la Plata, Chile, 
Cuba, and Venezuela, where Basque entrepre- 
neurship was notable. The old merchant guilds 
remained powerful special interest groups in de- 
fense of traditional ways, but private companies 
and foreign merchants had become far more im- 
portant to the economy than the old consulados. 

The 1778 Free Trade Act specifically called for 
new consulados in ports opened by the act. Ma- 
nila had already received a consulado in 1769. 
Now Seville, in 1784, received a new consulado 
replacing the one that had moved to Cadiz in 1717. 
Its charter became the model for other new 
consulados in Spain and in America. Merchants 
of Malaga, Alicante, Coruna, and Santander all 
received consulados in 1785, and San Cristobal de 
Tenerife, in the Canaries, received one in 1786, but 
other Spanish cities that proposed consulados 
failed. In Spanish America, the consulados of 
Mexico City and Lima effectively lobbied against 
the petitions for consulados from merchants in 
other colonial cities until after the outbreak of wars 
arising from the French Revolution. Then Charles 
IV erected new consulados in Caracas and Gua- 
temala City in 1793, Buenos Aires and Havana in 
1794, and Veracruz, Santiago de Chile, Guadala- 
jara, and Cartagena de Indias in 1795. 

The new Buenos Aires consulado promptly 
established a consular deputation in Montevideo, 
but Montevideo merchants protested their sub- 
ordination to Buenos Aires and in time, although 
never formally chartered by royal order, the 
Montevideo deputation functioned as an autono- 
mous consulado. The Havana consulado received 
broad authority over Spanish Caribbean com- 
merce. In San Juan, Puerto Rico, its deputation 
there later transformed itself into a virtual, if tech- 
nically “provisional,” consulado. The consulado 
granted to Cartagena intensified a long rivalry 
between the merchants of that port and those of 
Bogota, which now had only a deputation of the 
Cartagena consulado. Bogota complained that the 
Cartagena consulado paid little attention to the 
commercial interests of the interior, and although 
never receiving royal approval, much like those 
in Montevideo and San Juan, Bogota’s merchants 
proceeded to convert their deputation into a full- 
fledged consulado. Valparaiso, too, sought full 
consulado status from 1810 onward, finally achiev- 
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ing it after independence. Similarly, Saltillo sought 
its own consulado autonomous from Guadalajara. 

The charters of the new consulados followed 
the patterns established by the earlier consulados, 
but also specified the Ordinances of the Con- 
sulado of Bilbao as the legal code for the com- 
mercial tribunals. Issued in 1737, with several later 
revisions, these Ordenanzas had become the stan- 
dard code for commercial law in the Spanish em- 
pire. These charters also defined the “principal 
duty” of the new consulados to be the protection 
and advancement of commerce. They also re- 
quired the consulados to be composed of both 
merchants and planters, clearly making it an in- 
stitution for the landholding as well as the com- 
mercial elite. The inclusion of planters made it 
clear that the Spanish government envisioned an 
institution that would represent the economic 
elites in each colony and bring merchants and 
planters together in an effort to increase produc- 
tivity and exports. The Havana consulado espe- 
cially represented planter efforts to expand sugar 
production in the early nineteenth century. 

Planter and merchant interests did not always 
coincide, of course, and the desire of the con- 
sulado merchants to maintain a monopoly over 
trade and to exclude foreigners often contrasted 
to landowners’ desire for free trade to expand 
their markets. This issue became increasingly im- 
portant and in many cities became closely related 
to the question of political independence. It was 
an issue that foreign, especially British, trading 
interests may have encouraged. The consulados 
jealously protected monopolies for a privileged 
class of merchants that often excluded less afflu- 
ent merchants. In fact, some merchants resisted 
consulado efforts to register all merchants, realiz- 
ing that registration made them more vulnerable 
to forced loan levies, special taxes, and govern- 
ment regulation. Since contraband trade repre- 
sented a significant part of the actual commerce 
of many merchants, marginal merchants usually 
preferred anonymity. 

The range of consulado development projects 
at the end of the eighteenth century was broad. 
Most of the consulados supported the construc- 
tion of roads, bridges, wharves and other port fa- 
cilities, new ports, and navigational aids, as well 
as city street paving, other urban improvements, 
river navigational aids, and flood control projects. 
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But their autonomy was limited. The government 
insisted on detailed reports on projects and often 
disapproved of consulado proposals while direct- 
ing the consulados to undertake other projects that 
it favored. The consulados provided other services 
to facilitate the expanded commerce of the late 
colonial period. They regulated insurance prac- 
tices for shipping and freight losses, which was a 
frequent source of litigation in the consulados’ tri- 
bunals. They provided information to the mer- 
chant community regarding ship arrivals and 
departures and other news relating to commerce. 
Most maintained reading rooms and libraries. 
They also paid for security personnel to guard 
warehouses and shipments. 

Most of the consulados established schools or 
classes for modern languages, bookkeeping, math- 
ematics, drafting, piloting and navigation, and 
other subjects useful to commerce. Some pub- 
lished instructional pamphlets on new agricultural 
or industrial methods or on the cultivation of new 
crops in the region. All prepared detailed reports 
on the state of agriculture, industry, and commerce 
in their jurisdictions. They called on their 
consulado deputations for detailed statistical and 
descriptive reports so that consulado archives are 
often a rich source of data on the state of the 
economy in various regions. They awarded prizes 
for essays or inventions that promoted commerce. 
The Havana consulado maintained armed forces 
to pursue runaway slaves and offered handsome 
rewards for their return. Always concerned for the 
defense of shipping, some consulados outfitted 
privateers to protect shipping and offered large 
rewards for the capture of enemy corsairs and 
pirates. The Buenos Aires consulado’s privateers 
particularly distinguished themselves. A royal 
order in 1817 finally abolished the consulado pri- 
vateers, incorporating these ships into the Span- 
ish navy, but in Havana, the consulado continued 
to outfit privateers for several more years. 


LATIN AMERICAN 
INDEPENDENCE 


By 1820, the consulados had become burdened 
with increasing responsibility for collecting taxes 
and loaning money to the besieged Spanish mon- 
archy. The consulados had been among the 
Crown’s staunchest supporters in America, even 


as they had competed fiercely with their 
Andalusian counterparts. But by 1821, their pa- 
tience and their pocketbooks had been stretched 
beyond reasonable limits, and in both Mexico and 
Peru the consulados gave up the fight and ac- 
cepted independence. Even after independence, 
some consulados continued to outfit privateers 
in defense of commerce, but with the restoration 
of peace this kind of activity largely ended. The 
Havana consulado continued to complain of the 
losses to commerce occasioned by the lack of ad- 
equate armed protection, but it was now called 
on increasingly to support abortive Spanish ef- 
forts to reconquer the mainland dominions. At the 
same time, the Crown allowed the Cuban mer- 
chants to continue to trade with the new Latin 
American states as long as they were not outfit- 
ting privateers against Spain. 

By the beginning of the nineteenth century, 
liberals throughout the Spanish world thought 
of the consulados as a vestige of a mercantilism 
that preserved monopoly and stifled competition. 
A few new consulados formed during the struggle 
for independence, including one at Puebla in 
Mexico, and at Guayaquil, Cuenca, and Angos- 
tura (today Ciudad Bolivar) in South America, 
although all these were short lived. In Spain, it 
was an institution that had flourished principally 
from the thirteenth to the seventeenth centuries, 
after which it had been definitely in decline. 

The revitalization of the institution in the eigh- 
teenth century had largely come at the initiative 
of the government in an effort to control merchant 
activity more closely while encouraging increased 
production and revenue. The consulados did, of 
course, aid merchant communities in the admin- 
istration of justice and merchant communities 
coveted that privilege. But the consulado had also 
become a kind of quasi-governmental agency for 
the promotion of public works and economic de- 
velopment, and its control by a privileged group 
of the wealthiest merchants usually meant that 
its projects principally benefited that class rather 
than the nation as a whole. Outlying areas regu- 
larly complained of the neglect of their economic 
interests. Thus, most Latin American nations abol- 
ished their consulados soon after independence. 

Already in serious decline, several of the 
consulados had cut the salaries of their officers, 
as they could no longer pay their employees. 


There were demands for a modern commercial 
code in Spain from the 1780s onward. Represent- 
ing the principal of commercial monopoly, the 
consulados fell before the dominance of classical 
liberal economic philosophy in the nineteenth 
century. 

The enormous increase in commercial litiga- 
tion, with disputes over jurisdiction and the sub- 
ordination of the judicial to administrative and 
political functions, had brought the consular 
courts into disrepute by then. Thus, in most of 
the Spanish world, governments suppressed the 
institution in the 1820s. Spain replaced the 
consulado tribunals in 1829 with a uniform code 
applicable to all commercial litigation. This ap- 
plied to Cuba and the Philippines as well. 

In various forms, the development functions 
of the juntas de comercio remained for many 
years thereafter, evolving into chambers of com- 
merce. Valencia revived its consulado in 1934 and 
it is still functioning there, but primarily as a cham- 
ber of commerce. The role of the consulados as 
development agencies, in fact, continued in many 
areas in various forms, even to the present in 
modern Catalonia, where the Cambras oficiales de 
Comerg, Industria I Navegacié continue as modern 
chambers of commerce and promoters of the 
economy. In Latin America, the conservative re- 
action against the liberal innovations of the 1820s 
resulted in the restoration of the consulado in sev- 
eral countries, so that it survived until 1862 in 
Buenos Aires, 1871 in Guatemala City, 1875 in 
Santiago de Chile, and 1887 in Lima. 


Ralph Lee Woodward Jr. 


See also: Law. 
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MESOPOTAMIAN ARCHITECTURE 


The design and construction of buildings from 
before 6000 8.c.e. onward in an area roughly 
corresponding to modern Iraq, northeast Syria, 
and southeast Turkey; the northern grasslands 
are referred to as Syria, and the southern al- 
luvial plain as Babylonia. 


The word “Mesopotamia” is derived from the 
Greek for “the land between the rivers,” the Tigris 
and the Euphrates. Although archaeologists have 
found architectural remains predating 6000 B.c.z., 
the most significant building in the region occurred 
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The massive ziggurat at Aqar Ouf (in modern-day Iraq) demonstrates the wealth of ancient Mesopotamia—wealth created by agricultural 
surpluses, the rise of crafts, and increased trade. (© Topham/The Image Works) 


from roughly 3000 B.c.e—the beginnings of the 
world’s first civilization, the Sumerians—to 539 
B.C.E.—the fall of Babylon to the Persians. All as- 
pects of Mesopotamian life during this period, in- 
cluding architecture, were deeply influenced by 
the environment. Although much of Babylonia 
was dry steppes or desert, the land near the two 
rivers was richly productive as a result of the allu- 
vium deposited by floods each year, yet the flood- 
ing could also be irregular and destructive. Efforts 


to control the rivers, especially through irrigation 
canals, are often credited with giving rise to the 
Sumerians’ advanced government. 

The rivers made Mesopotamia rich in agricul- 
ture and clay, but the region lacked, beyond some 
limestone in Assyria, stone and timber; it also 
lacked metals. Thus, Mesopotamian settlements 
began importing these materials early in their his- 
tory by way of trade routes from such places as 
Cyprus, Afghanistan, and Lebanon. Because of the 


expense of its transportation, stone was never im- 
ported in amounts large enough for primary use 
in major building projects. Instead, Mesopotamian 
architecture was based on the locally produced 
sun-dried mud brick. Usually held together with 
a mud-based mortar, these bricks were cheap and 
their supply was limitless. 

The most important Mesopotamian structures 
were temples, ziggurats, and royal palaces, which 
were often part of a massive complex of living, 
religious, and administrative quarters. Temples 
emerged well before 3000 B.c.£., but the Sumerians, 
who flourished until roughly 2000 B.c.k., typically 
used two similar forms: platform temples and 
temples built at ground level, both dominated by 
a long central sanctuary. The mud-brick plinths 
of platform temples evolved into massive stepped 
towers called ziggurats. The early White Temple 
at Uruk (ca. 3500-3000 B.c.k.), for example, is el- 
evated on a forty-foot mound, a form that would 
become highly stylized over the next millennium 
with the addition of staircases, surface recesses 
and buttresses, and inclined, wedding cake-like 
levels. A temple was located on its highest level, 
with other temples at its foot within a courtyard. 
The ziggurat of Ur-Nammu at Ur (c. 2150-2050 
B.C.E.) is perhaps the best Sumerian example; it has 
three levels, with the lowest roughly 100 by 165 
feet. Other important ziggurats were built at Kish, 
Uruk, and Nippur. 

Sumerian palaces and other secular buildings 
are less well known; palaces of later periods, how- 
ever, are. The six-acre palace of Zimrilim at Mari 
has been extensively excavated. Like most palaces 
and private homes throughout Mesopotamia’s 
history, its floor plan is centered around court- 
yards—here, at least ten—onto which rooms ad- 
join. A more elaborate royal complex can be found 
at Khorsabad (Dur-Sharrukin), a square-mile city 
built by Sargon II. Like many rulers during the 
neo-Assyrian period (c. 1000-600 B.c.£.)—includ- 
ing Assurnasirpal II at Nimrud and Sennacherib 
at Nineveh—Sargon embarked on a major build- 
ing campaign funded by money from tribute and 
taxation on trade. The complex features a platform 
or citadel on which were built several palaces and 
temples. Several forty-ton human-headed, winged 
bulls flanked gates leading to this platform. These 
bulls were carved from stone, which here—as 
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throughout the era—was used almost exclusively 
for decoration. 

Mesopotamian architecture enjoyed its great- 
est flowering during the brief neo-Babylonian 
period (c. 625-539 B.c.£.), just before the region was 
absorbed first into the Persian empire, and then 
into Alexander the Great's empire. Especially un- 
der Nebuchadnezzar II, Babylonian rulers rebuilt 
their centuries-old cities and extravagantly im- 
proved the flourishing Babylon. New, massive city 
walls were built by Nebuchadnezzar, and in- 
cluded among the city’s gates was the imposing, 
four-towered Ishtar Gate. Sited at the end of anew 
processional street, the seventy-five-foot-tall gate 
was made of brilliant blue-glazed bricks inset with 
green, yellow, white, and black bricks to create ab- 
stract patterns and repeating bulls, lions, and drag- 
ons. The gate—like Babylon’s ziggurat, is thought 
to be a source for the biblical Tower of Babel— 
was an expression of the city’s wealth and power. 

The relentless expansion of the Greek world 
and the Persian capture of Babylon diminished 
the power of Mesopotamian rulers. Because Hel- 
lenistic trade routes bypassed these cities and 
spread a largely Greek-influenced architectural 
style across the region, these buildings eventu- 
ally disappeared as locals reused their mud bricks. 
Study of Mesopotamian architecture in the West 
began in the early nineteenth century, when Brit- 
ish, French, and German adventurers rediscov- 
ered their sand-buried ruins. 


J.E. Luebering 


See also: Alexander the Great. 
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Mesopotamia, a part of the area known as the 
Fertile Crescent, was important not only for 
food production, but also for connecting the 
East to the West. 
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Mesopotamia (meaning “between the rivers,” re- 
ferring to its location between the Tigris and 
Euphrates Rivers) became the linchpin of ancient 
international trade. Rivers provided the water 
that made agriculture possible in Mesopotamia. 
The fertile soil between the Tigris and the 
Euphrates produced a large surplus of food. Ag- 
riculture, in turn, enabled people to settle in one 
area and to accumulate a food surplus that al- 
lowed them to pursue tasks besides growing food, 
namely, to create a civilization. They chose lead- 
ers, such as kings and priests; they built monu- 
ments; they devised systems of morality and 
religion; and they started to trade. 

At the same time, Mesopotamia did not sup- 
port forests to produce the timber necessary to 
build permanent structures. The region also 
lacked the mineral resources to make metals. Ac- 
cordingly, the early inhabitants of Mesopotamia 
were forced to go abroad and trade their food for 
other raw materials. They found copper at Magan, 
an ancient city that lay somewhere in the con- 
temporary state of Oman, and, by way of Magan, 
traded with people in the Indus Valley for lum- 
ber and other finished goods. 

Trade between Mesopotamia and India was 
facilitated by the relatively short distance between 
the two and the prevailing tradewinds, allowing 
ships to move along the coasts of Persia and In- 
dia until they reached the mouth of the Indus 
River in present-day Pakistan. In addition, 
Mesopotamia was connected by overland and 
short sea routes to Egypt, the other major civi- 
lized region of the Western world in the fourth 
and third millennium B.c.£. 

Merchants and sailors became middlemen 
who used their position to profit from the move- 
ment of goods through the gulf. The people of 
Magan were both middlemen and suppliers be- 
cause the city was a source of copper as well as a 
transit point for Indian trade. Over time, other 
cities developed that were exclusively entrepédts 
or commercial way stations. One of the best 
known of these cities was Dilmun. 

Dilmun probably lay on what is now the is- 
land state of Bahrain. Excavations on the island 
reveal rich burial mounds from the Dilmun pe- 
riod (c. 4000-2000 s.c.z.). Scholars believe the 
monuments on the island indicate that residents, 


besides farming, earned money from the east- 
west trade and that those other cities on the gulf 
coast survived similarly. 

The trading cities on the gulf were closely 
linked to Mesopotamia, as reflected in the simi- 
larities between the archaeological finds in the two 
areas. The similar finds suggest that the people of 
the gulf coast and the people of the Tigris and 
Euphrates valley developed increasingly complex 
societies and beliefs. 

The people of the gulf coast differed from 
those in the interior of the Arabian Peninsula. The 
people in the interior were nomads who had no 
time to build cities or monuments and no need to 
develop elaborate social structures. When the 
desert provided insufficient food for their flocks, 
the tribes pushed into the date groves or farm- 
lands of the settled towns. Centers on the gulf 
coast were subject to such nomadic incursions, as 
were the people of Mesopotamia. As a result, af- 
ter the second millennium 8.c.£. the gulf began to 
take on an increasingly Arab character. Some Arab 
tribes from the interior left their flocks and took 
over the date groves that ringed the region’s oa- 
ses, while others took up sailing and began to take 
part in the trade and piracy that were the region’s 
economic mainstays. These nomadic incursions 
periodically changed the ethnic balance and lead- 
ership of the gulf coast. 

Meanwhile, trade flourished in the second 
millennium B.c.£., as reflected in the wealth of 
Dilmun. In about 1800 B.c.£., however, both the 
quality and the amount of goods that passed 
through Dilmun declined, and many scholars at- 
tribute this to a corresponding decline in the 
Mesopotamian markets. Concurrently, an alter- 
nate trade route arose that linked India to the 
Mediterranean Sea by way of the Arabian Sea, 
then through the Gulf of Aden, and finally into 
the Red Sea, where the pharaohs had built a shal- 
low canal that linked the Red Sea to the Nile. This 
new route gave access not only to Mediterranean 
ports, but also, through the Mediterranean ports, 
to the West as well. 

One of the ways that rulers directed goods 
toward their own country was to control transit 
points on the trade routes. Oman was significant 
to rulers in Mesopotamia because it provided a 
source of raw materials, including minerals and 


timber, as well as a transshipment point for goods 
from the East. Although a valuable prize, Oman’s 
large navy gave it influence over other cities in 
the gulf. When Mesopotamia was strong, its rul- 
ers sought to take over Oman. When Oman was 
strong, its rulers pushed up through the gulf and 
into Mesopotamia. One of the basic conflicts in 
gulf history has been the struggle of indigenous 
peoples against outside powers who sought to 
control the gulf because of its strategic impor- 
tance. 

Competition between Red Sea and Persian 
Gulf trade routes was complicated by the rise of 
new land routes around 1000 B.c.z. Technological 
advances in the second and first millennia B.c.£. 
made land routes increasingly viable for moving 
goods. The domestication of the camel and the 
development of a saddle, thus enabling the ani- 
mal to carry large loads, allowed merchants to 
send goods across Arabia as well. As a result, in- 
land centers developed at the end of the first mil- 
lennium B.c.£. to service the increasing caravan 
traffic. These overland trade routes helped to 
Arabize the gulf by bringing the nomads of the 
interior into closer contact with their relatives on 
the coast. 


Albert Atkins 


See also: Persian Gulf. 
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MIDDLE AGES 


Aperiod in Western history, between the clas- 
sical world and the emergence of the modern 
world, that opened with the disintegration of 
the Roman empire in the West and the con- 
traction of that in the East, and closed with 
Europe having recovered its political stabil- 
ity, urban life, and local and long-distance 
trade, and being poised to begin its economic 
domination of much of the world. 
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Much of the economy of medieval Europe was based on agricul- 
ture, as this manuscript miniature of peasants sowing and cultivat- 
ing their fields reveals. (© North Wind Picture Archives) 


EARLY MIDDLE AGES 


Scholars have long debated the extent to which 
political and demographic change from the mid- 
fourth to the early seventh centuries affected the 
exchange of goods within the borders of what was 
or had been the Roman empire, and between 
those in it and those situated on its shrinking bor- 
ders. Clearly, Rome’s vibrant long-distance trade 
with Han China and parts of the Indian Ocean 
had long since withered. Nonetheless, in the East 
the emerging Byzantine empire, with its sustained 
imperial leadership and bureaucracy, coinage, 
urban life, military viability, and naval control of 
the eastern Mediterranean basin retained its eco- 
nomic vitality while the West receded. The rela- 
tive poverty in the West and that of its Celtic, 
African, Germanic, and Scandinavian neighbors 
meant that much was lost when the money 
economy, viable and secure roadways, and safe 
coastal seaways disappeared as Germanic tribes 
and then kingdoms replaced the relatively uni- 
fied and effective Roman state. Wealth had been 
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flowing eastward since the early fourth century, 
with the flow turning to a flood as Germanic tribes 
moved through Gaul, northern Italy, and Spain 
at will. New and unstable coinages served local 
needs, but found little acceptance elsewhere. Pi- 
racy at sea, brigandage on land, and urban decay 
discouraged both movement of goods and the 
accumulation of wealth. Rome itself shrank to 
perhaps 5 percent of its highest population level, 
after having been sacked in 410 by Goths and 
again in 455 by Vandals. Disease took its toll on 
the population, too, in both the East and West, 
killing buyer and supplier alike. 

By the seventh and eighth centuries, large- 
scale migrations in the West had ended; tribal 
kingdoms of Lombards, Franks, Burgundians, and 
Anglo-Saxons had organized rudimentary terri- 
torial governments. Kings, nobles, and higher 
Christian clergy demanded and obtained some 
measures of luxury goods, but trade had hardly 
revived: the vast majority of people produced 
what they needed and exchanged locally for what 
they could not. Town life had not died out, espe- 
cially in southern Gaul and Italy, but neither had 
it become a force in the economy of any Western 
region. 

During the same period, the Muslim world 
emerged and raced across the former Persian 
empire and much of the Byzantine. While this 
erased many of the barriers to trade within the 
area now to be deemed Islamic, it erected barri- 
ers between the Byzantine world in the East and 
its former territories and lands beyond. Arab pi- 
rates preyed on Byzantine and what Western 
shipping still remained. Constantinople became 
the true metropolis of eastern Christendom, and 
both the major supplier and market for goods of 
all sorts. Its wealthy and lavish imperial court sup- 
ported manufacturers of luxury goods in the city 
and scattered throughout the empire and im- 
ported goods when practicable. Muslim capitals 
at Damascus and Baghdad, and later Cordoba and 
Cairo, did likewise. Placed as they were along 
major trade routes from Africa, the Indian Ocean 
and further east, Muslim merchants outstripped 
their Christian counterparts in variety, quantity, 
and quality of merchandise handled. Through 
trade, Muslims were able to expand Islam’s pres- 
ence in all these areas. 
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The era of the Carolingian empire of the early 
ninth century saw a return of relative security and 
an accompanying revival of town life and trade 
on a low level, but even that was disrupted later 
in the century by Viking and Muslim attacks on 
ports, rivers, and coastal areas and Magyar de- 
struction of towns in central Europe and Italy. The 
feudal economic system that evolved encouraged 
both self-reliance and purely local economies. 
Local trade for manufactures and other necessi- 
ties remained, and markets that had been active 
earlier retained some of their vigor, despite the 
chaotic conditions. 


HIGH MIDDLE AGES 


By the early eleventh century, western Europe 
began to undergo a radical change in political, 
social, and economic conditions. The church and 
the emerging states coped with and eventually 
dampened the threats to security, both from for- 
eign attacks and internal feuding, making town 
life and travel viable again. Vikings had evolved 
from raiders to traders, establishing themselves 
in communities from Dublin to Novgorod to 
Constantinople. Northern long-distance mari- 
time trade developed, and Mediterranean trade 
activity picked up as open hostilities and piracy 
declined. Italian cities like Amalfi, Pisa, and Genoa 
began struggles for dominance in the western 
Mediterranean, while Venice slowly increased its 
influence in the East. Arab merchants in Alexan- 
dria, Damascus, and Beirut exchanged spices and 
fine cloth for gold. Pilgrimages to the Holy Land 
exposed many to these luxuries and to the wealth 
that generally characterized the East. At the end 
of the century, the First Crusade brought East and 
West into direct conflict that would eventually 
see the Italian maritime fleets dominate the seas 
and gain direct access to the Black Sea, and 
Constantinople fall to Western Christians who 
slaughtered and pillaged and then established a 
new trading center. 

Goods from the East found their way to cen- 
tral points in northern Italy and roadways that 
took them to fairs and markets as far away as 
England and Scandinavia. As Italy and Flanders 
developed their industrial bases, fairs midway 
between became international emporia for a 
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plethora of goods, from the surpluses of the ma- 
norial economy to raw materials from the Baltic. 
Early on, the counts of Champagne recognized 
their key geographic position in this new world 
and provided facilities and services to encourage 
the gathering of merchants and the exchange of 
goods that would help line their own coffers. As 
towns grew in size and local importance, their 
functions as markets for both local and imported 
goods expanded. 

More secure governments produced stable 
silver (and later gold) coinages, and these facili- 
tated exchanges and the keeping of accounts. In 
addition, the revival of Roman law and its wide- 
spread teaching and adoption provided a sounder 
basis for state intervention in the economy and 
regulation of merchant practices than did any 
earlier medieval law codes. Its universal nature 
made it a useful foundation for international as 
well as domestic legal structures. Urban growth 
and that of civil law spurred the reemergence of 
notaries and the culture of legal documentation. 
Partnerships and ever more complex forms of 
mercantile arrangements developed, especially in 
Italy, along with accounting fundamentals and 
even insurance agreements. Relatively uniform 
understanding of contract principles and govern- 
ments willing to create, impose, and enforce laws 
that protected these contracts allowed merchants 
to organize on terms more reliable than trust, and 
to take risks with large amounts of capital that 
might now be accumulated. Merchants who had 
once spent their lives traveling with their goods 
increasingly settled in one place and established 
branches or partners in other cities. Agents would 
accompany shipments of goods, rather than the 
merchants themselves. In part, this developed 
from the commenda contract, through which in- 
vestors participated financially in a single ship- 
ment of merchandise that was accompanied by 
the partner whose profit reflected his personal as 
well as financial risk. Risk as well as profit was 
thus spread out, reducing the likelihood of bank- 
ruptcy on a single deal. 

Surpluses of cash that piled up soon became 
the capital for bankers who traded in currencies 
and good faith. Merchants could deposit cash 
with a banker in one city, travel without risking 
loss, and retrieve it in a second city from the 


banker’s partner who would recognize the re- 
ceipt provided by the merchant. Merchants 
stretched a bit thin could also borrow money 
against expected income, as could kings, nobles, 
and high clerics. Italian families like the Bardi, 
Peruzzi, and Medici became wealthy and pow- 
erful bankers to powerful men, but the first two 
crashed when their major creditor, King Edward 
III of England, reneged on the debt, forcing the 
bankers to call in debts, thus hurting the entire 
Florentine economy. 

The dangers of operating in a profit-moti- 
vated, cash-driven economy were not entirely 
secular. The Roman Catholic Church had long 
wrestled with the issue of licit, or acceptable, lev- 
els of profits from trade or money lending. Its 
scholastic theologians had determined that each 
item for sale had an absolutely just price, more 
than which one should not charge. Basing itself 
on notions of Christian charity and the fact that 
nonliving things, like money, should not be al- 
lowed to increase of their own accord (as with 
interest), the church tried to regulate profit mar- 
gins and lending for usury. As thinking became 
more sophisticated, factors such as scarcity and 
risk entered in, which allowed Thomas Aquinas 
to allow an acceptable profit of 5 percent under 
most circumstances. By linking violation of these 
strictures to sin rather than merely earthly penal- 
ties, the church could dampen economic activi- 
ties better than most states. On the other hand, 
by stressing the spiritual salve of confession and 
penance—often of a material nature—it could 
benefit from the merchants’ and bankers’ guilt. 

Urban populations and economic activity 
grew tremendously during the High Middle Ages. 
Fueled by local agricultural surpluses (grown on 
land increasingly controlled by urban dwellers), 
townspeople organized themselves around trade, 
crafts, and other occupations. Merchants, shop 
owners of various kinds, and professionals like 
lawyers and physicians formed associations 
known as guilds, through which they came to 
control urban governments and wrest certain 
privileges and liberties from kings or emperors. 
Towns were “cash cows” that made natural allies 
for needy monarchs who struggled with recalci- 
trant nobles and a demanding church. With their 
profits from industry and trade, towns paid their 


dues and taxes and could purchase useful privi- 
leges and liberties that supported their mercan- 
tile activities. They could also battle their rivals, 
as in the Italian wars between maritime Genoa 
and Venice, or landlocked Florence and Siena. 
Florence’s desire for control of a port through 
which to ship its goods led to successful wars with 
Pisa and eventually the creation of a major state 
in Italy. Trade led Venice to establish a maritime 
empire of colonies and trading stations from the 
northeastern Black Sea to its home base. The Ve- 
netian merchant fleets of state-owned galleys 
made regular runs through the Mediterranean 
and beyond to north European ports. While Medi- 
terranean powers bickered, cities across the North 
and Baltic Seas organized themselves into the 
Hanseatic League, whose members enjoyed trad- 
ing privileges and exemptions from tolls and pay- 
ments. Their success is symbolized by their 
prominent presence in London’s Steelyard and 
Venice’s Fondaco dei Tedeschi. 


LATE MIDDLE AGES 


Despite famines, wars, and the Black Death, trade 
in medieval Europe continued unabated. The Is- 
lamic world that had benefited from trade through 
the Indian Ocean and along the Silk Road from 
China began to suffer and, in areas like Egypt and 
Persia, never quite recovered. The Turkish con- 
quests effectively sealed the East off from the West, 
forcing Western states to seek other routes to the 
Far East and its treasures. Feudalism declined, the 
money economy filtered ever lower among social 
strata, and demand for goods, both local and ex- 
otic, continued to climb. When the Black Death 
killed off perhaps a third of Europeans, those re- 
maining tended to have higher incomes and 
greater wealth and filled the pockets of the likes 
of the merchant Francesco Datini, whose cargoes 
and correspondence stretched from the Black Sea 
to northern England. He dealt in every conceiv- 
able kind of merchandise and had permanent of- 
fices or partners in Florence, Barcelona, Milan, 
Avignon, Bruges, and London. The Renaissance 
would dawn on a Europe with a financial, politi- 
cal, and physical infrastructure that was prepared 
for the leap into the modern world. 


Joseph P. Byrne 
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See also: Bardi House of Banking; Black Death; Carolingian 
Empire; Crusades; Genoa; Hanseatic League; Medici Fam- 
ily; Merchant Guilds; Roman Empire; Vikings. 
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MIGRATION, HUMAN 


Mass movements of people that often disrupt 
trade but may also increase the transfer of 
goods from one country or region to another. 


PREHISTORIC MIGRATIONS 


The first human migrations, according to most 
archaeologists, began in Africa and moved north 
and east to Europe and Asia. According to skel- 
etal remains, this migration occurred between one 
and two million years ago. As the more modern 
humans migrated, they replaced the less-devel- 
oped Homo erectus. Ancient migrations from Asia 
to North America occurred somewhere between 
12,000 and 15,000 years ago. Scholars debate how 
and from where these people migrated, with the 
most popular theory being that the lowering of 
the sea level by 300 feet across what is today the 
Bering Strait allowed Asians to migrate to North 
America. Others hold that the Japanese settled 
the west coast of South America and that the mi- 
gratory groups arrived by boat instead of over 
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land. Since no written records from this time ex- 
ist, it is not known exactly why these people mi- 
grated, and since the land was uninhabited, the 
change created by the movement, as far as trade 
goes, was minimal. 

The pattern of human migration has shifted 
over the course of history. Initially, people mi- 
grated from one town or village to the next. As 
new forms of transportation became available or 
as droughts or other climatic changes occurred 
within areas, people moved to other regions, usu- 
ally as a matter of survival. After 1492, people 
migrated great distances to new lands for riches, 
fame, or a better life. Some less fortunate peoples 
were forced into slavery and transported against 
their will. From 1500 on, migrations have become 
more global in nature. Throughout history, people 
have migrated for a variety of reasons. The fol- 
lowing episodes illustrate when and why some 
of these migrations occurred. 

Since ancient times, the migration of large 
numbers of people has created an impact on trade. 
The early civilizations of the Middle East—em- 
pires such as the Egyptian, Hittite, Sumerian, 
Assyrian, and Babylonian—spent much of their 
energy trying to conquer neighboring countries. 
Through a series of wars, the empires might ex- 
pand or decline, but trade continued regardless 
of the political situation. Inhabitants rarely mi- 
grated except when forced into slavery after los- 
ing a war, as in the case of the Hebrews taken 
into captivity in Babylon. 

The first major migration of people occurred 
when the Sea Peoples descended on the eastern 
portion of the Mediterranean Sea around 1200 
B.c.E. Many blame the onslaught of these migrants 
(which included men, women, and children) for 
the demise of the Mycenaean civilization. 
Mycenaean traders had operated throughout the 
Mediterranean Sea, as had the Phoenicians. A 
disruption in trade occurred as a result of their 
presence. This warrior people, armed with iron 
weapons such as swords, defeated many of the 
more advanced armies with their charioteers. 
Moving along the coast of Asia Minor and into 
the Levant, the Sea Peoples threatened everyone 
in their path. The Hittite empire was weakened 
and collapsed as a result of their invasion. The 
Sea Peoples moved further south instead of re- 


maining in the Levant, possibly because there was 
a drought or famine in the region. They left in 
their wake a power vacuum that would later be 
filled by smaller tribal groups such as the Israel- 
ites, Edomites, Moabites, Midianites, and Ammo- 
nites. They reached as far south as Egypt, where 
their existence is recorded on the ancient temples. 
Ramses III defeated them at the Nile Delta and 
from there some were enslaved while others mi- 
grated to Philistia. 

By the first century c.£., another great migra- 
tion of people was under way. The Bantu-speak- 
ing people of central Africa began moving eastward 
and to the south. This group of people was able to 
incorporate most of the groups that it encountered. 
One of the primary explanations for this was that 
the Bantu had already developed the technology 
for iron production. The use and transfer of iron 
tools was a dramatic shift for these primitive cul- 
tures that had previously relied on stone tools. 

At the same time that the Bantu people were 
migrating across the continent of Africa, the 
Polynesian islands were being populated by 
Asian cultures. Scholars believe that the increase 
in rice production in Asia at the time created a 
population boom and the excess population mi- 
grated to find new lands. Using primitive forms 
of navigation, including counting the number 
of days for the journey and locating position 
based on astronomical sightings, these people 
explored the Pacific Ocean, probably in search 
of fishing grounds. They came across the islands 
of Hawaii and settled there. Initially, contact was 
maintained with the other islands to the south, 
but over time the islands became more popu- 
lated and contact with the southern islands 
diminished. 

Although in the ancient world people moved 
from one region to another and many remained 
in their new surroundings, these migrations were 
limited in scope. It was not until the fifth century 
c.g. that another major migration of people oc- 
curred. Throughout the Roman world, travelers 
could journey from England to India under the 
protection of the Roman legions. However, by the 
fifth century the western portion of the empire 
had weakened both militarily and politically. The 
military had begun incorporating foreign soldiers 
into its ranks. These new recruits were part of 


several Germanic tribes that included the Goths 
and Visigoths. In addition, the Lombards and 
Ostrogoths had also moved south. These migra- 
tions occurred when the Huns, a group of Turk- 
ish-Mongolian people, migrated west into the 
lands of the Germanic tribes, forcing them to re- 
locate. The Goths settled in the Black Sea region 
while the Ostrogoths moved south into Italy. The 
Visigoths later settled in the Iberian Peninsula. 
These migrations also included the resettling of 
the Angles and the Saxons into England. 

The collapse of the Western Roman empire 
affected trade in a negative manner. Merchants, 
who had relied on the protection of the Roman 
army as they journeyed from one town or region 
to another, no longer moved goods inland. Some 
trade continued along the coast of the Mediterra- 
nean at ports such as Marseilles, but it became 
dangerous to travel by land with wagons filled 
with valuable trade items. While the Catholic 
Church helped preserve the Roman law and cus- 
toms throughout much of western Europe, the 
priests did not promote long-distance trade. In- 
stead, any goods that might be sold by the mon- 
asteries or others would be primarily for local 
consumption. 

Beginning in the seventh century, another 
major migration commenced. The rise of Islam 
was followed by the explosive expansion of the 
religion across North Africa and into the Far East. 
Most of the migration occurred on the African 
continent and then the Iberian Peninsula. After 
the arrival of the Mongol hordes and their subse- 
quent retreat, the Arab people moved eastward 
into Central Asia (present-day Afghanistan and 
Pakistan) as well as into Southeast Asia, where 
governments established by the Islamic rulers 
controlled much of the spice trade until their de- 
feat by the Portuguese in the sixteenth century. 
The spread of Islam had a direct impact on the 
trade between Europe and the Far East because it 
prevented the free flow of goods. 

After 500 years of relatively limited trade with 
the outside world, western Europe witnessed a 
resurgence in foreign goods during the Crusades 
beginning in 1095. Arab traders had access to 
items such as spices, cotton, silks, and perfumes 
that were shipped into Europe once again. After 
the Mongol invasions in the thirteenth and four- 
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teenth centuries, trade began to flow along the 
Silk Road, which the Mongols protected so well 
that it was said that a virgin riding a camel laden 
with gold would not be attacked. Trade was an 
integral part of the Mongolian empire. While 
people moved back and forth during these cen- 
turies, no great migration occurred. Even after 
Christopher Columbus discovered the New 
World in 1492, few Spanish migrated to the West- 
ern Hemisphere. All that changed in the early 
seventeenth century. 

During the sixteenth century, Europe, which 
had once remained exclusively under the author- 
ity of the Catholic Church, went through the Ref- 
ormation. The doctrinal split that began over the 
idea of justification by faith instead of works di- 
vided the church. Further doctrinal variations 
between the Protestants resulted in the formation 
of many separate and distinct denominations. 
European leaders attempted to unite their coun- 
tries under one particular church or another. In 
England, King Henry VIII broke away from the 
Catholic Church, not over doctrinal differences 
but because the pope refused to grant him a di- 
vorce from his first wife, Catherine of Aragon (the 
daughter of the powerful Spanish rulers Isabella 
and Ferdinand). Under his heirs, England expe- 
rienced religious turmoil until Elizabeth I estab- 
lished the Anglican Church as the official church 
of the country. When several groups within the 
church began arguing that the Anglican Church 
was too much like the Catholic Church, the king 
and the archbishop of Canterbury persecuted 
them through arbitrary taxation, quartering of 
troops in their homes, imprisonment without 
being charged for a specific crime, and by other 
means that violated basic English rights. 

By the early 1600s, two of these groups, the 
Pilgrims and the Puritans, obtained charters to es- 
tablish settlements in the New World, where they 
might practice their religion in peace. Although 
the first colony of Plymouth struggled through 
hardship, disease, and starvation, the colony es- 
tablished at Boston prospered from the start. 
Founded in December 1620, the colony increased 
by over 14,000 people within the next decade. 
Over the next century, this region developed 
strong trade relations with Great Britain, the Ivory 
Coast of Africa, and the Caribbean. Shipbuilding 
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became a big business in cities like Boston, where 
merchants arranged for the trade of regional food- 
stuffs, especially salted fish. These goods were 
used to pay for slaves from Africa, who were 
shipped to the Caribbean and exchanged there 
for sugar and molasses. The triangle trade re- 
mained profitable until 1808, when the United 
States and Great Britain banned the slave trade. 

The migration of the English to New England 
resulted in one of the largest forced migrations in 
world history. Slaves taken from western Africa 
were shipped at first to the Caribbean, where they 
were used to cultivate sugar. Although the En- 
glish, French, and Dutch had initially attempted 
to use the indigenous population as laborers, dis- 
eases such as smallpox quickly decimated their 
numbers. African slaves survived much longer 
than other workers and slaves became an inte- 
gral part of the plantation process. Many Euro- 
peans reaped the profits of their labor and trade, 
with other portions of the New World being es- 
tablished as a result. 

While the migration of people from England 
to New England was primarily for religious rea- 
sons, the movement of large numbers of people 
to the southern colonies did not occur until after 
the cultivation of a mild blend of tobacco by John 
Rolf. Once tobacco became a cash crop for the 
South, along with other goods such as rice, in- 
digo, lumber, and naval stores, migration began. 
This migration was encouraged by the headright 
system, which provided those who paid for the 
transatlantic journey to the region with fifty acres 
of free land for each passage paid. The less fortu- 
nate of these English migrants arrived under a 
system of indentured servitude; Africans arrived 
primarily as slaves. Between 1619 and 1790, more 
than 700,000 Africans arrived in the British North 
American colonies alone, with millions more des- 
tined for the Caribbean or South America. The 
migration of both the English and the Africans to 
colonies such as Virginia and the Carolinas stimu- 
lated trade with Great Britain by the middle of 
the seventeenth century. The British government 
realized the future of this transatlantic trade and 
passed the first in a series of Navigation Laws 
designed to strengthen the British navy by de- 
manding that all colonial goods be shipped on 
British ships with at least three-fourths of the sail- 


ors being British (which included Americans at 
the time). British ships soon controlled the seas 
and would also come to dominate international 
trade after the wars for empire in the eighteenth 
century. 

From the seventeenth through the eighteenth 
centuries, the migratory pattern continued to 
originate in Europe and Africa and end in the 
Western Hemisphere. During the nineteenth cen- 
tury, the United States became the main destina- 
tion of most of the world’s great migrations. 

The first people to arrive in large numbers 
were the Welsh. Many of the Welsh came to the 
United States in search of work after the enclo- 
sure movement forced them off the land. Ameri- 
can companies often recruited Welshmen for their 
skills in mining and metalwork. During the po- 
tato famine of the 1840s, many Irish, already be- 
ing persecuted by the English for their religious 
beliefs, moved to the United States. Early Irish 
immigrants engaged in mining and the construc- 
tion of the railroads from the East Coast toward 
the West (the Chinese usually constructed the 
railroads in the West). Between 1840 and 1910, 
more the 5.5 million Irish migrated to the United 
States. 

A third wave of immigrants arrived on the 
U.S. West Coast in the mid-1800s from China. 
Chinese laborers, like the Irish, worked on the 
railroads and helped connect the East and West 
Coasts of the United States, an event that greatly 
expanded the ability of the country to increase 
both domestic and foreign trade. Between 1849 
and 1870, approximately 100,000 Chinese went to 
California, many of them because of the gold rush. 
Between 1870 and 1877, another 100,000 Chinese 
arrived, with an additional 75,000 migrating to the 
United States between 1877 and 1882, when Con- 
gress passed the Chinese Exclusion Act. Many of 
the Chinese worked for a few years and then re- 
turned to China, but enough stayed so that in 1880 
they comprised 10 percent of the labor force in 
California. 

The Japanese were the next group to migrate 
to the United States, but as their numbers in- 
creased the people of California closed the public 
schools to their children, an act that forced Presi- 
dent Theodore Roosevelt to reach the Gentlemen’s 
Agreement, whereby the Japanese government 


voluntarily restricted Japanese immigration. The 
labor of the Welsh, Irish, Chinese, and other im- 
migrant groups that arrived in the nineteenth cen- 
tury helped fuel the industrialization of the United 
States, an event that would push the country into 
a period of international imperialism as it sought 
foreign markets for its surplus goods. 

During the last few decades of the nineteenth 
century and first decade of the twentieth century, 
other waves of migration occurred, this time from 
eastern and southern Europe. These immigrants 
traveled to South America (predominantly Bra- 
zil) as well as the United States. Others left India 
and migrated to various parts of the British em- 
pire including South Africa, where they were 
employed as manual laborers. Russians migrated 
to Siberia and Turkestan, but few migrated to for- 
eign countries. After World War II and the Viet- 
nam conflict, many Asian immigrants fled their 
native lands for the United States and other des- 
tinations. Chinese moved to the west coast of the 
United States and Canada, and Central and South 
Americans moved north to the United States. 

Twentieth-century migrations have occurred 
for a variety of reasons including attempts to flee 
political or religious persecutions, famines, and 
other natural or man-made problems, but also 
because people can move to another country and 
enjoy a better standard of living while still be- 
ing able to communicate with and travel to those 
friends and families that they left behind. All 
these migrations contributed to the growth of 
their host countries as they brought with them 
a desire to purchase items from their native coun- 
tries as well as to purchase new items. The great 
migrations of the last three centuries have re- 
sulted in the globalization of trade—just the op- 
posite from the early great migrations of the 
ancient world. 


Cynthia Clark Northrup 


See also: British Empire; Industrial Revolution; Navigation 
Laws; Roman Empire; South America. 
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MILAN 


An Italian city founded by Celtic tribes along 
the Po River in the seventh century B.c.e. 


Milan has a long history of being conquered by 
opposing forces because of its location on the 
Padana Plain between Rome and the northern 
Italian peninsular region. During the third cen- 
tury B.c.E., Roman legions seized control of the 
town and named it Mediolanum, meaning 
“middle of the plain.” During the Roman period, 
Milan became an important link in the trade route 
from north and northwestern Europe to Rome, 
and subsequently the city prospered. In 313 c.z., 
the emperor Constantine issued the Edict of Milan 
from that city, a decree granting Christians the 
right to worship freely. 

After the demise of the Western Roman em- 
pire, Milan experienced centuries of decline until 
the eleventh century, when a council was estab- 
lished to govern the city and renew its former eco- 
nomic position in the region. The importance of 
the city and its rivalry with neighboring towns 
drew the attention of Frederick I Barbarossa, who 
attacked Milan in 1162. The invasion by an outside 
force spurred cooperation among the neighboring 
towns, which forced Frederick to retreat in 1176. 

During the Renaissance, the Torrianis, the 
Viscontis, and the Sforzas—wealthy families who 
promoted the arts and conducted extensive build- 
ing projects—ruled the city. Increased trade 
added to the economic prosperity of the town and 
once again resulted in an attempt by a foreign 
power, this time Spain, to control Milan in 1535. 
Milan was transferred to the Austrian empire in 
1713 at the end of the War of Spanish Succession. 
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Napoléon Bonaparte later captured the city and 
made it a regional capital until the end of the 
Napoleonic Wars, when the city reverted back to 
the Austrians. Napoléon III defeated the Austrian 
forces at the Battle of Magenta and Milan was fi- 
nally incorporated into the Kingdom of Italy in 
1860. As a result of the extensive Allied bombing 
of the town during World War II, the city was re- 
built in its modern form. Today, Milan is the loca- 
tion of Italy’s stock exchange and is renowned 
for its fashion houses. Many high-tech service 
firms have moved to Milan, as have Italy’s lead- 
ing media companies. Known as the cultural cen- 
ter of Italy, Milan continues to play a key role in 
trade in Europe and throughout the world. 


Cynthia Clark Northrup 
See also: French Empire; Roman Empire; Warfare. 
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MILL, JOHN STUART 
(1806-1873) 


English classical economist, political theorist, 
and philosopher who extended and deepened 
the classical analysis of the gains from inter- 
national trade. 


John Stuart Mill, a leading theorist of political lib- 
erty and of equality between the sexes, analyzed 
“international values” in book 3, chapter 28, of 
his Principles of Political Economy (1848), known in 
the trade literature as Mill’s “Great Chapter” (so 
named in 1894 by the neoclassical economist 
Francis Edgeworth). Parts of the chapter first ap- 
peared in the first essay of Mill’s Essays on Some 
Unsettled Questions of Political Economy (written 
between 1829 and 1830, and published in 1844). 
Unlike earlier classical economics, Mill’s chapter 
integrated demand conditions into price deter- 
mination. The earlier classical economists David 
Ricardo and Robert Torrens had used two-country, 
two-commodity, one-input examples of compara- 
tive advantage to demonstrate that both countries 


Nineteenth-century English philosopher and economist John Stuart 
Mill was the first to integrate demand into the determination of prices. 
(Library of Congress) 


could benefit from specialization and exchange 
even if one country had an absolute advantage 
(lower labor inputs per unit of output) in both 
goods, but had not shown what the equilibrium 
relative price of the two goods would be (except 
that it would be bounded by the cost ratios in each 
country, which would have been the relative 
prices in each country before trade) or how the 
gains from trade would be divided. Mill used the 
reciprocal demand of each country for the other 
country’s products to determine the equilibrium 
terms of trade. Thus he was able, in his numeri- 
cal example, to determine how the gains from 
trade (as compared to autarchy) would be shared 
between the two trading countries and how the 
gains from a cost-reducing improvement in the 
manufacturing process would be divided be- 
tween the trading partners. 

On the assumption that England had a com- 
parative advantage in producing cloth and Ger- 
many a comparative advantage in producing 
linen, Mill postulated reciprocal demand sched- 
ules that represented the terms on which each 


country would be just willing to exchange given 
quantities of its own product for the other 
country’s product. Such schedules reflected how 
both unit costs of production and intensity of 
demand changed with quantity (in contrast to 
Ricardo’s example, which assumed constant costs 
and neglected demand considerations). 

Though, like his father, James Mill, John Stuart 
Mill worked for the British East India Company, 
he was a consistent free trader and was opposed 
to monopoly and protection. In a much-quoted 
paragraph in his Principles of Political Economy, Mill 
accepted John Rae’s infant industry argument as 
the only valid economic case for protective du- 
ties or subsidies: costs would be reduced through 
learning from experience and through economies 
of scale, so that a country would have a compara- 
tive advantage in a certain industry if that indus- 
try could survive an initial, high-cost start-up 
period. Like Rae, Mill insisted that such protec- 
tion must be temporary. 


Robert W. Dimand 


See also: Comparative Advantage; Economics, Classical; Rae, 
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MING DYNASTY 


A stable and prosperous dynasty of China in 
power from 1368 until its ultimate decline in 
1644. 


The Ming dynasty was characterized by an offi- 
cial aversion to commercial overseas trade, al- 
though it expanded significantly during this 
regime despite the bans on it. 
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EARLY MING DYNASTY 


The Ming (meaning “brightness”) originated 
with Zhu Yuanzhang, who was the first Ming 
emperor and who ruled for thirty years. At one 
time a Buddhist monk, he joined an existing re- 
bellion that, under his control, overthrew the 
Yuan dynasty, thereby unifying China. Follow- 
ing Zhu’s rule, the autocratic regime was 
strengthened, paving the way for more Ming 
emperors to come. For example, the emperor 
would assert his authority by exacting embar- 
rassing ultimatums on rulers of neighboring 
lands, such as demanding groups of female vir- 
gins, oxen, and horses yearly from the king of 
Korea, to preserve diplomatic relations. The pres- 
ervation of strong rule was carried out in other 
ways in Ming history as well. 

One facet of this strong rule was the funda- 
mental Ming ban on maritime traffic, initially is- 
sued in the form of an edict on February 2, 1372. 
This disapproval of overseas trade existed in one 
form or another throughout most of the dynasty’s 
reign in China. Initially, the ban served to allevi- 
ate the emperor’s fear that his subjects would ally 
themselves with foreign powers. For example, be- 
cause he feared that Srivijaya had sent spies to 
China, Srivijaya was excluded from tributary re- 
lations. (The tribute system referred to trade le- 
gally conducted and administered by the state, 
an imperial prerogative rather than a private 
right.) However, the control measures (for in- 
stance, the 1394 ban on the use of foreign spices 
and foreign goods) were not carried out in a man- 
ner that made them effective on trade. 

One element of the Ming court that contrib- 
uted to the inconsistent application of Ming edicts 
was its widespread use of eunuchs (castrated 
males) to carry out court and administrative du- 
ties. Eunuch influence in traditional Chinese gov- 
ernment reached its climax during the Ming 
dynasty. The eunuchs, more than mere chamber- 
lains or slaves, often held high offices. They were 
clearly members of the inner court and were the 
sole male attendants allowed to reside in the im- 
perial palace. They cared for the needs of the pal- 
ace females as well as looking after the personal 
and daily wishes of the emperor. The eunuchs 
often originated from lower-status social classes 
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and became eunuchs (either voluntarily or at the 
behest of their parents) to gain the wealth and 
prosperity that they could not otherwise attain. 
The eunuchs played such a significant role in the 
empire’s administration that they would ulti- 
mately contribute to its downfall by extorting 
money and hoarding power, particularly during 
the latter portion of the reign of the Wanli em- 
peror. Especially during periods when weaker em- 
perors chose to withdraw from public life, leaving 
eunuchs (numbering in the tens of thousands) as 
the only emissaries between the outside world 
and the secluded one of the emperor, the eu- 
nuchs’ involvement in the affairs of the state could 
not be avoided as they decided which messages 
would be delivered to the emperor and which 
would not. Until that time, however, eunuchs also 
made strides in the advancement of the Ming 
dynasty. 

While the Ming dynasty’s use of eunuchs in 
itself was not extraordinary, what was unusual 
was the use of eunuchs on assignments outside 
the palace and the capital. 

The Ming dynasty reached its zenith during 
the Yongle period, from 1403 to 1424. Almost con- 
temporaneously, during the period from 1405 to 
1433, the Grand Eunuch Zheng He commanded 
seven costly naval trading expeditions to South- 
east Asia, India, the Persian Gulf, and East Af- 
rica. The emperor wished to extend his influence 
over lands of the South Seas, in the Indian 
Ocean, and kingdoms farther east. The eunuchs 
ensured that the vessels contained China’s fine 
textiles and other luxury goods to present to rul- 
ers that they would encounter in distant lands. 
Eunuchs who conducted foreign affairs and 
sought imperial treasure on behalf of the em- 
peror organized these voyages, which were 
manned by a crew of about 27,000 in total for all 
the voyages. Not only the emperor, but also the 
coastal provinces of China paid for the high cost 
of these expeditions. It is not clear why the em- 
peror arranged for these expeditions, although 
some suggest that they were self-indulgent voy- 
ages to seek treasure, to sate his appetite for 
glory, and to make use of his eunuch staff. The 
missions succeeded in extending the emperor’s 
influence, demonstrating Chinese military 
power, protecting Chinese interests, and bring- 


ing new people into the tribute system. How- 
ever, the Ming empire failed to follow through 
and exploit these gains. After 1433, these voy- 
ages never recommenced. Nevertheless, eu- 
nuchs continued to occupy other positions of 
commercial significance, such as special tax col- 
lectors and supervisors of foreign trade. 

While foreign trade largely meant maritime 
trade, during the Ming dynasty China also par- 
ticipated in barter with continental neighbors 
for necessary items. Most notably, China was 
continually aware of the Mongol threat to the 
north. Trade served as one way to attempt to 
improve Sino-Mongol relations, which had de- 
teriorated to a point that prompted the Ming to 
fortify and add to the wall separating them to 
the north, known today as the Great Wall. Mar- 
kets trading tea and horses lined the northern 
border. In addition to tea, the Mongols wanted 
silks, luxury items, agricultural items, and 
ironware in particular—these goods lent stabil- 
ity to the nomadic tribes of the steppe region. 
The Chinese were in constant need of horses for 
the empire’s cavalry, and China’s own horses 
were often of poor quality. Private merchants 
conducted this barter system along China’s bor- 
der. In this manner, because of the parties’ mu- 
tual needs, trade between the Chinese and the 
Mongols established a measure of temporary 
control in a historically tense relationship. 


PRIVATE MERCHANTS 


Private merchants played a significant role in the 
world of trade during the Ming era, from those 
conducting barter with the Mongols to those en- 
gaged in illicit maritime activity. The prevailing 
view of Ming merchant origins is that they 
turned to trade when they were unable to sur- 
vive by tilling fields. They began as peddlers and 
gradually rose to a more lucrative trade if luck 
was on their side. Where levels of production 
were too low to support the growing popula- 
tion, the poorest were left to seek a livelihood 
through small-time commerce. The dominant 
Confucian beliefs looked unfavorably on com- 
mercial gain. To be a merchant was to be at the 
bottom rung of the ancient social ladder, though 
the ability to transcend low social status with 


great wealth would become much easier for mer- 
chants of the late Ming. Before that time, how- 
ever, even while the Ming regime experienced 
peripatetic leadership and a negative attitude to- 
ward mercantilism, these characteristics did not 
succeed in stifling foreign trade. 

While Ming law allowed maritime trade as 
long as it was licensed, Ming ideology did not 
celebrate China as a commercial seafaring em- 
pire. Chinese commodities were permitted to 
travel outside so long as they were not consid- 
ered strategic items, such as horses, weapons, 
ironware, and copper coins. Building boats for 
foreigners was also prohibited under the portion 
of the Ming Code that barred weapons from 
leaving the country. Foreign goods could be im- 
ported as long as they arrived at designated ports 
and were valued with an import duty. There was 
even a limit on foreign boat size intended to con- 
strain the amount of wealth that prominent 
maritime traders could amass. The regulations 
were more severe for foreign trade than for do- 
mestic trade, so that the regime could collect its 
rightful share of the former. Later, however, the 
strict regulations served to discourage foreign 
trade altogether. 

In the late fifteenth and early sixteenth cen- 
turies, foreign trade came to be regarded with 
great trepidation. The maritime expeditions of 
Zheng He were viewed with such distaste that 
his expeditionary charts, preserved in the Min- 
istry of War, were burned on ministerial order. 
Chinese merchants in foreign lands were sus- 
pected of posing as imperial emissaries for the 
purpose of gaining an audience with the ruler 
of that land. 

Despite this antimaritime and antitrade sen- 
timent, knowledge of maritime routes and the 
desire to use them were not entirely gone by the 
middle of the Ming dynasty. Charts of maritime 
compass bearings and route maps dating from 
the fifteenth century continued to circulate 
among mariners by way of handmade duplica- 
tions even into the sixteenth century. Even 
though the state had withdrawn from maritime 
commerce, coastal merchants traded actively 
with Southeast Asia during the fifteenth century 
and continued to do so after the destruction of 
Zheng He’s charts and maps, expanding their 
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business in scale and in profitability through the 
middle of the Ming dynasty. 


PIRACY AND ILLEGAL TRADE 


By the end of the fifteenth century, the South- 
east Asian economy boomed due in large part to 
the business with Chinese coastal merchants, 
who demanded cloves, pepper, sandalwood, 
perfumes, and sappanwood for their distribu- 
tors and customers. The trading in Zhangzhou 
became so lucrative that merchants would sail 
in dangerous storms, risking the loss of their ves- 
sel rather than losing business. This interest in 
competition also led to the rise of piracy and cor- 
ruption. Pirate bands procured a livelihood from 
pillaging, trading, or both. Moreover, customs 
officials accepted bribes to allow more than the 
regulatory limit of commodities. The number of 
merchants expanded beyond the amount of 
available trade. Foreign trade soon became 
armed and violent as well, exacerbated by the 
illicit nature of trading of the time. The Portu- 
guese contributed to the changing face of mari- 
time trading by sinking almost every trading 
ship they came across between 1500 and 1520, 
hoping to destroy their competitors and take 
over the prosperous Indian Ocean trade. They 
captured the major trading center at Melaka 
(Malacca) and slaughtered the Chinese mer- 
chants there. They achieved their objective of 
arresting the region’s trade, over which they now 
had complete control. The spice trade went into 
a temporary slump. 

Illegal trading, though still armed and vio- 
lent, increased after 1520, forcing many Chinese 
merchants to conduct their business on offshore 
islands where they could not be easily detected, 
such as those off the coasts of Zhejiang and 
Fujian. There, the disparate groups of pirates and 
traders became increasingly organized and 
formed large fleets to conduct maritime trade. 
The headquarters of these groups in Zhejiang ex- 
isted on various islands off of the coast of Ningbo 
prefecture. In the safe harbors of these islands, 
the clandestine traders and marauders could 
unload both legitimate and illicit cargoes, distrib- 
ute them, make new contacts with foreign trad- 
ers, store supplies and arms, and make plans to 
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sell and purchase goods at the shore of the main- 
land. This type of overseas trade took place ini- 
tially at Shuangyu near Ningbo, which had 
existed as a trading cooperative since 1525. It was 
here that Portuguese merchants, banned in 
Guangzhou since 1522, were led in 1539 to con- 
duct their business. 

Japanese trading fleets arrived at the island 
in 1545, a milestone in Chinese trade because be- 
fore that time, private trade with Japan had been 
limited. Most trade with Japan took place in the 
context of the tribute system, which no longer 
suited the Japanese in the sixteenth century. At 
that time, three powerful Japanese families (Ise, 
Hosokawa, and Ouchi) vied for control of trade 
with China. They were willing to resort to brib- 
ery of eunuchs and piracy to gain this control and 
to acquire permission to trade. As the trading in- 
creased, however, so did the accompanying gov- 
ernment bans on overseas trade, climaxing with 
the Japanese pirate (wokou) raids of the 1540s and 
1550s. Local authorities simply ignored imperial 
edicts and allowed pirates to raid the coast for 
years without being apprehended. In addition, 
affluent families involved in the illegal trading 
declined to pay their debts to groups of maritime 
traders, sometimes threatening to rely on their 
influence to compel local officials to take action 
against their creditors. Overseas traders who 
served as creditors responded by pillaging and 
destroying the homes of those who refused to pay 
what they owed. This period was also racked with 
famine, forcing people to desperate measures. The 
turmoil would not be resolved until the reopen- 
ing of trade in 1567. 

Until then, however, the Ming regime held 
steadfastly to its ban on overseas trade. For three 
years, from 1547 to 1550, the Ming employed a 
high official, Zhu Wan, to reduce banditry along 
the coast. Zhu Wan aggressively sought out trad- 
ing enclaves to extinguish the seemingly endless 
piracy. He interpreted his role strictly and ex- 
ecuted all those that he succeeded in apprehend- 
ing. This strict interpretation proved unfortunate 
for him when one of those executed turned out 
to be a relative of a prefectural judge. As a result, 
Zhu Wan’s authority was reduced, and just as 
he seemed to be achieving considerable success 
in his efforts, he was dismissed from his office. 


Zhu Wan was accused of execution without ap- 
propriate authority to do so. In the face of em- 
barrassment, possible execution, and his own 
poor physical health, he committed suicide in 
1550. 

Zhu Wan’s failed mission set the stage for 
merchants such as Wang Zhi, who wished to in- 
fluence the Ming court’s policy on overseas com- 
merce. By assisting the government to stop 
pirates, Wang hoped to influence the Ming gov- 
ernment to lessen its resistance to legitimate over- 
seas trade. Instead, however, the ban became 
increasingly stringent. This reaction encouraged 
Wang to employ force, and the raids that occurred 
thereafter were not only large in scale, but also 
targeted at official government strongholds, such 
as offices, treasuries, and granaries. Wang came 
to be known as the “bandit sorcerer.” After sev- 
eral years, believing that he would be pardoned 
for his banditry as trade became more common, 
Wang turned himself in to authorities under the 
stipulation that his safety would be guaranteed 
and that he would be granted permission to trade. 
Two years later, Wang was executed. 

Following Wang’s death, China experienced 
a severe drought that destroyed crops and left 
people to starve. As suffering was rampant and 
relief was not, the court finally began to get news 
of the banditry that had plagued China’s clan- 
destine trafficking of goods. The Ming emperor 
never relaxed his opposition to foreign trade, as 
he consistently counseled to remain staunchly 
against it, but on his death in 1567, the governor 
of Fujian petitioned that the trading ban be lifted 
and that a customs administration be established. 
Piracy ceased to be the great obstacle that it once 
was. 

On the whole, the sixteenth century experi- 
enced abundant if erratic economic activity despite 
the empire’s efforts to stifle it. Furthermore, the 
establishment of Manila and Nagasaki as major 
trading centers in the 1570s increased the mari- 
time trading traffic in East Asian waters even fur- 
ther. By the late sixteenth century, silver began to 
flow into China in large quantities, augmented by 
supplies from mines in Mexico and Peru. Every 
member of Chinese society at every level began 
to use silver freely for all transactions. An estimate 
from the turn of the sixteenth century indicates 


that between 165 and 380 tons of silver were 
shipped from Acapulco annually. Chinese traders 
of this time also became aware of the Western de- 
mand for Chinese textiles, silk in particular, and 
porcelain. Chinese traders operating from the 
Philippines sent massive quantities of silver back 
to China. The Portuguese also brought significant 
quantities of silver to China by way of Macao. 

European demand for Chinese textiles re- 
mained high thanks to the abundant variety of 
cloth not available elsewhere: silks of every type 
and color, velvets (both plain and with detailed 
embroidery), brocade fabrics, damasks, satins, 
taffetas, grass linen, and white cotton cloth. Chi- 
nese merchants sold a wide range of other goods 
as well: musk, benzoin, ivory, bed ornaments, 
wall hangings, coverlets, tapestries, tablecloths, 
cushions, carpets, horse ornaments, pearls, ru- 
bies, sapphires, crystal, metal tubs, copper kettles, 
cast-iron pots, nails, sheet iron, tin, lead, saltpe- 
ter, and gunpowder. Foodstuffs and animals also 
figured prominently in merchandise from China: 
wheat flour; preserves made from orange, peach, 
pear, and other Chinese fruit; salted meat; live 
fowl; fresh fruit; nuts; buffaloes; geese; horses; 
mules; donkeys; and spices. Until the seven- 
teenth century, however, porcelain may have 
been the most precious Chinese commodity, of 
which the truly fine pieces came to be known in 
Europe as “china.” 

By the beginning of the seventeenth century, 
China was the most sophisticated and the largest 
of any cohesive realm in the world. For the first 
time in its history, west European explorers, trad- 
ers, and missionaries sailed to China in notable 
numbers. China had quite clearly experienced the 
rise of consumerism. Upper-class and wealthy 
Ming homes were decorated with paintings, 
sculptures, fine furniture, and other luxury goods, 
partly because of the great influx of silver. All the 
silver that foreigners had brought to purchase 
Chinese goods traded at a much higher value in 
China. Even silver dust was profitable. This reli- 
ance would prove detrimental by the end of the 
Ming dynasty. 

Even before the emperor Wanli died in 1620, 
China had begun to decline. The great flow of 
silver into China had negative repercussions. 
When the Portuguese blockaded Moon Harbor 
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in 1623 in an effort to force the Chinese govern- 
ment to open trade officially, Chinese merchants 
felt the effects of the reduced income of silver. Tra- 
ditional economic patterns were suddenly 
plagued by inflation, business speculation, and 
erratic economic expansion. In addition to these 
factors, Ming merchants who had effectively dis- 
tributed luxury items throughout China and de- 
veloped a sophisticated banking system began to 
suffer, contributing to economic decline. China 
had never efficiently or successfully taxed its trade 
because of the continuing emphasis on agricul- 
ture, rice production in particular. Eunuch com- 
missioners and their agents had been increasingly 
corrupt and often kept the taxes remitted for 
themselves. Poor flood control and lack of fam- 
ine relief (the situation was grim enough that can- 
nibalism and selling of women and children was 
not unheard of) also reduced the amount of ar- 
able land that could be taxed. 


FINAL YEARS 


During the final years of the emperor Wanli’s 
reign and the successors that followed after his 
death, Chinese peasants were in crisis. In addi- 
tion, strife in the West, with the Dutch and 
British seeking to overtake and destroy the com- 
mercial trading operations of the Spanish and 
Portuguese, caused a substantial decrease in the 
influx of silver. As a result, specie was hoarded. 
The value of copper declined sharply as its ra- 
tio to silver suffered, and peasants, who were 
required to pay taxes in silver, had no way of 
coming up with enough copper to exchange for 
the precious silver. The internal strife, in com- 
bination with increasing taxes, war, the lack of 
civil improvement projects, and the continuing 
struggle between commercialism and Confu- 
cian morality, set the stage for the Ming to lose 
control. 

During the Ming dynasty, Ming policy estab- 
lished control over the Manchus by bestowing 
titles of honor on the Manchus and by granting 
them trading privileges. The Manchu conquest 
of China occurred following a series of incompe- 
tent emperors, oppressive taxation, governmen- 
tal disunity, and peasant revolts. In Beijing, the 
Qing dynasty had proclaimed its success and its 
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conquest of China in the spring of 1644. The last 
Ming remnant was extinguished in Burma 
(Myanmar) in 1662. 


Sanchitha Jayaram 


See also: China; Iron; Manchu Dynasty; Silk; Srivijaya Em- 
pire; Tea. 
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MINOAN CIVILIZATION 


An ancient Bronze Age culture that dominated 
Crete and much of the Aegean. It is named for 
the semilegendary King Minos of Knossos. 


The Minoans were an extremely sophisticated 
people, under whose influence trade flourished. 
They were among the first people in history to 
build a large-scale navy and to develop a distinct 
writing system. The Minoans’ origins are uncer- 
tain; they were probably a mixture of many 
people who settled in Crete over the course of 
millennia. Most of their language, written in a 
script called Linear A, remains undeciphered, and 
it is impossible at this point to determine to what 
linguistic group they belonged. 

Sir Arthur Evans, who led the excavation of 
many Minoan sites during the early 1900s, divided 
Minoan history into three periods: the Early, 
Middle, and Late Minoan periods. Today, how- 
ever, it is customary to divide the history of the 


Minoans into five distinct eras: the Pre-Palace, 
First Palace, Second Palace, Post-Palace, and Sub- 
Minoan ages. 


EARLY HISTORY 


The Pre-Palace age (2600-1900 B.c.£.) began with a 
wave of settlement, possibly from Asia Minor. 
These new settlers introduced bronze tools and 
weapons (the previous inhabitants had used only 
stone implements). They built many settlements, 
which featured large stone and brick houses, of- 
ten covered with red plaster. The most famous of 
these sites are at Vassiliki and Myrtos. The Pre- 
Palace inhabitants of Crete also built extensive 
tomb complexes, which have yielded a wealth of 
archaeologically important artifacts. The Pre-Pal- 
ace Cretans were perhaps best known for their 
pottery, which featured painted and incised mo- 
tifs, and for gold jewelry as well as carved ivory 
seals (which indicate that the inhabitants had trade 
contacts with northern Africa). Society in the Pre- 
Palace age seems to have been organized in genos, 
or clans. Farming, herding, shipping, and com- 
merce began to be developed to a systematic level. 
The worship of a mother goddess figure seems to 
have developed during this period as well. 
During the First Palace age (1900-1700 B.c.£.), 
power began to be centered in the hands of local 
kings, and the first large palace centers came into 
being. These palaces, of which four (Knossos, 
Phaestos, Malia, and Zakros) have been excavated, 
had a great deal of cultural influence. Minoan 
palace architecture featured the arrangement of 
the buildings around a central court, fine facades 
of closely fitted blocks made of porous stone, sa- 
cred rooms, small staircases connecting different 
levels, and large, monumental entranceways. The 
pottery produced in the palace workshops was 
highly decorated, featuring abstract, colorful 
shapes ona glazed black background. Stone vases 
and art objects made of precious stones were also 
produced in large numbers. Minoan theology, 
which became institutionalized during the First 
Palace phase, continued to be centered on the 
mother goddess. Sacred symbols (such as the bull, 
the double ax, and sacred horns) became widely 
used. Society gradually became hierarchically or- 
ganized, with various segments of the population 


specializing in different types of labor. Contacts 
with the outside world became more frequent, 
and a hieroglyphic script (which evolved into the 
writing system known as Linear A) was devel- 
oped for palace archives and trade purposes. A 
series of disasters, possibly earthquakes, de- 
stroyed the palace centers and the bulk of the 
Cretan settlements around 1700 B.c.z. 

During the Second Palace age (1700-1400 
B.C.E.), Minoan civilization reached its zenith. New 
palaces were built on the ruins of the old on a 
much more magnificent scale. The cities around 
them expanded and developed into enormous 
urban centers. Harbors were organized, and swift 
ships carried the products of farming and of 
Cretan art to the Levant, Asia Minor, the Greek 
mainland, and Egypt, where they were ex- 
changed for raw materials and luxury items. The 
new palaces were extraordinarily large and com- 
plex, possibly leading to the Greek myths about 
the Labyrinth. They were decorated by intricate 
and colorful frescoes, some of which have sur- 
vived to the present day. These frescoes are largely 
naturalistic and demonstrate the love the Minoans 
had for nature in all its forms. 

The king of each palace was probably also the 
religious leader. During this period, the island of 
Crete and its colonies around the Aegean became 
more or less unified, with each local king paying 
homage to the king of Knossos. The gods and 
goddesses were worshipped in sanctuaries in the 
palaces, in houses, or in the countryside, such as 
in mountain sanctuaries and sacred caves. Many 
aspects of Minoan religion passed into the cycle 
of Greek mystery religions. The Minoans during 
this period were famous for a sport, possibly reli- 
gious in nature, in which young men and women 
danced with and leapt over charging bulls; this 
theme was prominent in Minoan artwork. The 
hieroglyphic script of the preceding period now 
developed into Linear A. The surviving texts— 
200 clay tablets—are written in the unknown 
Minoan language and appear to contain informa- 
tion relating to business and trade accounts. In 
around 1450 B.c.z., the Aegean Sea region was 
devastated by the eruption of Thera and the re- 
sulting fall of ash, tsunamis, and earthquakes. The 
cities of the Second Palace period were destroyed. 
A new wave of Greek-speaking Achaean invad- 
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ers from the mainland conquered Crete and re- 
built Knossos, which served as the residence of a 
new Achaean dynasty. The official language 
changed to Greek and was written in the ancient 
Linear B syllabary. 


LATE HISTORY 


The Post-Palace age (1380-1100 B.c.£.) saw the fi- 
nal destruction of Knossos by unknown forces. 
Achaean villas spread throughout Crete, and 
Mycenaean culture became dominant. The tombs 
of this period are substantially poorer. The last 
phase of this period was a time of decline and dis- 
order caused by the movement of the Sea Peoples 
in the eastern Mediterranean. Dorian tribes be- 
gan to arrive in Crete, as a number of new cul- 
tural features make their appearance in sporadic 
fashion: cremation of the dead, iron weapons and 
tools, and brooches. All these attest to a new style 
of dress and geometric decorative motifs. 

By the end of the Sub-Minoan age (1100-1000 
B.C.E.), the Dorian settlers had thoroughly Helle- 
nized Crete, though pockets of Minoan culture 
remained in remote areas. The age of Minoan 
domination was over; it would shortly be remem- 
bered only in the myths of their Greek successors. 


Brian M. Gottesman 


See also: Aegean Sea; Linear B Script; Mycenae. 
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MISSIONARIES 


Individuals sent to a foreign country for the 
purpose of spreading their faith or for humani- 
tarian purposes. 
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The missionary movement, or the organized en- 
deavor to convert nonbelievers, has a close affin- 
ity to other cross-cultural activities such as trade. 
As mission activity was carried out not only within 
the missionaries’ own culture, the missionaries 
intermingled with others—explorers, soldiers, 
and merchants—who pioneered the connections 
with foreign cultures. 

On the one hand, dynamics of interdepen- 
dence exist between the mission and commerce, 
wherein missionaries benefit from trade and 
mercantile interests benefit from the mission. 
Like other aspects of religious life, missionar- 
ies were not only religious apostles, but also 
bearers of other interactions including trade. 
Missionaries have used trade and commerce 
routes to penetrate remote communities, which 
were not converted. Tradesmen used the early 
connections made by missionaries to penetrate 
new markets. On the other hand, because of 
the different priorities of each party, constant 
tension between trade interests and religious 
ones existed. 

When discussing the phenomenon of the mis- 
sion and its interactions with trade, it is impor- 
tant to separate the proselytizing religions, like 
Christianity, Buddhism, and Islam, which encour- 
age missionary activity as a means to spread their 
respective religious philosophy, from the non- 
proselytizing religions, like Judaism and Hinduism, 
which oppose active and organized conversion. 
For this reason, some religious traditions did not 
spread alongside trade routes (although believ- 
ers of these religions were also engaged in trade 
and cross-cultural interactions), while others had 
close links with trade. 

It is also tempting to view the missionary phe- 
nomenon as homogeneous. In fact, missionaries 
and their links with trade differed across various 
denominations and organizations, and sometimes 
different policies and links could be found even 
in the same mission. Modern views of the mis- 
sion often judge the missionaries’ actions by 
present-day norms, but many of the motives that 
guided the missionaries and the worldview that 
contributed to these motives were consequences 
of times in which they lived. 

However, it could be said that in the pre- 


Missionaries, like these English ones teaching New Guineans to 
read in the early twentieth century, often paved the way for mer- 
chants by helping to pacify native populations and acculturate them 
to capitalist economic values. (Library of Congress) 


modern period, in which regimes and religious 
organizations were closely linked, so were in many 
cases also the regimes’ economic and political in- 
terests and those of the religious institutions. 
Newly conquered populations were converted to 
the reigning religion and used to carry out the 
commercial interests of the regime. 

In Islam, religious conversion is an essential 
part of the religion. It is the duty of each Mus- 
lim to spread the “calling” (Dawa), and the duty 
of a Muslim regime is to make sure all believers 
of nonmonotheistic religions have converted to 
Islam (Jews and Christians are not to be con- 
verted and could live under Muslim regimes as 
protégés). The spread of the Islamic empire since 
the tenth century was, therefore, closely linked 
with the mass conversion of conquered 
populations. 

After the initial militant expansion, Islam was 
mainly spread by merchants rather than by orga- 
nized “missions.” The merchants who traveled to 
the far corners of the Dar el Islam (the land where 
Islam rules) brought with them Islam. However, 
since these merchants were not Islamic teachers, 
and their beliefs were often mixed with mystical 


Sufi Islam, these ideas, and not those of the Is- 
lamic orthodoxy, prevailed. 


CHRISTIAN MISSIONARIES 
AND TRADE 


During the early medieval period, the main mis- 
sionary effort was concentrated in Europe. Until 
the ninth century, the main forces in the spread 
of Christianity were Irish monks, who wandered 
throughout the Continent, spreading the gospel 
eastward through Budapest, and southward 
through Florence. The Irish brethren supported 
the empire of Charlemagne and strengthened its 
internal ties. The barbarian conquest of Ireland 
(and of its rich monasteries) marked a decline in 
the spread of Christianity from Ireland, which was 
later occupied by the English. 

A further effort was made eastward (toward 
the Middle East) during the Crusades. The Cru- 
sades could be defined for that purpose as “armed 
missions.” Their conversion efforts were forceful 
and included the persecution of non-Christian 
populations (mainly Jews and Muslims) en route. 
The crusaders brought back with them goods, as 
well as financial methods, used in the East that were 
more advanced than those in contemporary Europe. 

The age of Enlightenment provided the church 
with new challenges. While it continued to spread 
the gospel, its links to the regime were not obvi- 
ous and it had to “compete” with new scientific 
ideas. With the imperialist spread in Africa and 
America, Europeans encountered new religious 
cultures, which were not similar to what was prac- 
ticed in Europe or to what was known to have 
been practiced by Muslims. Given that the mis- 
sionaries’ knowledge of the local practices and 
beliefs was often poor and based on superstitions 
and prejudices, they did not consider them to be 
parts of a “religion”; instead, the missionaries 
deemed the native populations in need of con- 
version. Moreover, the local populace was consid- 
ered a “helpless” and “barbaric” population that 
needed to be “saved” or “salvaged.” 

The missionaries were the first Europeans that 
many inhabitants of the newly acquired territo- 
ries encountered. Thus, missionaries served as the 
“avant-garde” of the imperial powers, examining 
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the area and making contacts with local popula- 
tions before the arrival of the administrative pow- 
ers. However, they were also perceived by the 
population as an integral part of the European 
forces and were an easy target for nationalists. The 
reports sent by the missionaries to their respec- 
tive motherlands and their policy preferences 
played an essential role in the European expan- 
sion to Africa, Asia, and Latin America. 


THE MISSION IN THE 
AMERICAS 


The missionaries were among the first to arrive 
in the newly “discovered” continent. During the 
early sixteenth century, missionaries arrived in 
Latin America, following the conquistadors, and 
were protected by soldiers. They belonged to sev- 
eral orders, which differed in their mission poli- 
cies and in their consequences. These differences 
also affected the order’s (and the local populace’s) 
attitude toward the local traders. 

With the arrival of the missionary organiza- 
tions, the locals who were not already settled in 
communities (meaning the hunter-gatherers) 
were to be settled in mission communities, where 
they would work for food and live a communal 
“Christianized” life that was separated from the 
pagan traditions outside the mission villages. This 
organization of labor would also maintain them 
as an economic force. However, conflicts began 
to develop between them and the imperial (Span- 
ish and Portuguese) administrations, because 
those different policies favored, first and foremost, 
the interests of the church, and not those of the 
regime. Moreover, since the missionaries were 
identified with the regime, in cases of Indian re- 
bellions against the administration, the mission- 
aries were also persecuted. 

The Jesuit order maintained missions in much 
of the Spanish and Portuguese territories, where 
they employed a combined method of conver- 
sion through work in communities, in which food 
and labor were not transformable into payments. 
The relationship between the Jesuit priesthood, 
which was not indebted to the Spanish regime 
(but directly to the Holy See), and the “secular” 
Spanish administration was not always peaceful. 
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The Jesuit priests expressed their opposition to 
the Spanish government in matters relating to the 
education of the local populace, as well as in mat- 
ters concerning their subjugation as a workforce. 
In some areas, they went up against the mine and 
plantation owners, thus coming in direct conflict 
with the Spanish government. 

The Jesuits maintained that even though their 
system prevented instability, the exploitation of the 
locals would drive them into rebellion. However, 
it was claimed the Jesuits themselves employed 
the native populace in slave-like conditions, hold- 
ing them sometimes against their will, using cor- 
poral punishments, and gaining profits from the 
work of the locals. 

Franciscans, who also arrived following the 
military forces, were different in their approach. 
They presented to the local population small trad- 
able “gifts,” usually valueless commodities in Eu- 
rope, which were unknown in America, like 
scissors, clothing, and beads. They also cooper- 
ated with local tradesmen and served as go- 
betweens for the locals and the tradesmen. Money 
from donations in the religious services and from 
the labor of the natives went partially to the Span- 
ish Crown. 

In Brazil, the Jesuit mission was highly active 
in Christianizing the Indians. However, because 
of the Brazilian geographical conditions, many na- 
tives escaped to the interior. The Jesuits persuaded 
the Portuguese to attack the interior and especially 
the Tupi, who had escaped there. The Jesuits 
viewed the enslavement of the captives taken 
during this military campaign as legitimate (as 
opposed to the enslavement of those who were 
not war captives). The slaves were to be used in 
the Portuguese plantation system, and the Jesu- 
its used the potential profits from the plantations 
as a convincing argument in favor of the war to 
the king of Portugal. However, because of the Por- 
tuguese labor subjugation system, conflicts be- 
tween the Jesuits, who wanted to convert and 
socialize the natives in their villages, and the ad- 
ministration arose. Eventually, the administra- 
tion’s need for labor was met with shipments of 
enslaved “war captives” from Africa, sent partially 
by the Jesuits, as will be discussed later on. 

With the early nineteenth-century national- 
istic revolts against the Spaniards and the Portu- 


guese, hostilities against the missionaries, who 
were identified as tools of the administrations, 
broke out. Many mission villages were “emanci- 
pated” into secular townships (pueblos). The Indi- 
ans, who were once employed in the mission 
system, became landless and unemployed. 

In North America, trade was often, but not 
always, correlated with the spread of Christian- 
ity. The journey to North America was long, and 
the missionaries needed sponsors. Since govern- 
ments did not sponsor all missionary activity in 
North America, the funding had to come from 
other sources. Coupled with this dependency on 
funding was the interest of tradesmen in finding 
new markets and new populations, as well as 
finding new sites for the settlement of European 
immigrants. 

Thus, European businessmen who hoped to 
expand their businesses to the new territories af- 
ter the missionaries made the first contact spon- 
sored some mission delegations. However, in 
other cases, the link between the tradesmen and 
the missionaries was opposite, and missionaries 
followed the tradesmen to their new settlements, 
trying to convert or maintain a spiritual presence 
among the tradesmen. Tradesmen, especially 
those engaged in fur and whalebone trade with 
the Native Americans, were neither involved in 
nor belonged to religious organizations. The mis- 
sionaries that followed them were sometimes in 
conflict with the tradesmen, although the mis- 
sionaries took advantage of the initial acquain- 
tance of the tradesmen with the local populace. 

For example, until the early nineteenth cen- 
tury, fur traders, despite their disrespect for their 
counterparts’ religious beliefs, did not try to con- 
vert the Native Americans. The managers of state 
conglomerates, such as the Hudson’s Bay Com- 
pany, also made little effort to convert the local 
population. On the other hand, missionaries 
sometimes insisted on accompanying the fur trad- 
ers in their contacts with local populace. In any 
case, by the early nineteenth century, and with 
the settlement of European immigrants in the 
area, missionary efforts began. Missionaries were 
not always allied with the traders in those areas, 
and the traders were sometimes criticized by the 
missionaries for causing damage to their relations 
with the local population. 


MISSIONARIES IN ASIA 


The phenomenon of the traveling “missionaries,” 
whose calling is the conversion of nonbelievers, 
was well known by both Muslims and Buddhists 
in Asia. Buddhism spread throughout Asia by 
traveling businessmen and monks, who con- 
verted the native populations from Mongolia to 
Indonesia, and from India to Japan. 

Missionaries and foreign traders were associ- 
ated in their arrival to Asia and in their attempts 
to influence the local populace. The Muslim trad- 
ers and missionaries were partially successful in 
their attempts to convert the local population, es- 
pecially in Southern Asia (Indonesia and Malay- 
sia) and in the Indian subcontinent. 

The European missions attained partial suc- 
cess in their outposts in the Indian subcontinent 
and in China. The British missions in India had 
only partial success in converting the local popu- 
lace. Most of the converted were of the lower 
castes. The Jesuit activity in China was marred 
by the locals’ refusal to adhere to the pope’s di- 
rectives prohibiting Confucian rituals (1704). 
Many missionaries took the opposite view, which 
demonstrates how flexible the missionaries could 
be, especially when handling foreign populations. 
The Portuguese and the Spaniards, who viewed 
the conversion of “heathens” to Roman Catholi- 
cism as necessary, were especially noteworthy in 
the establishment of missions. Throughout the fif- 
teenth and sixteenth centuries, these policies had 
gained the most success in the Spanish colony of 
the Philippines, where a large portion of the 
population converted. 

In Japan, the European missionary and trade 
attempts were viewed as hostile cultural, economi- 
cal, and political permeations. They were blocked 
by an official policy, the Sakoku, from the mid-sev- 
enteenth to the early nineteenth centuries. The 
Japanese saw the spread of Christianity in the 
country (mainly by Jesuit and Portuguese mission- 
aries) as endangering their environment and as a 
political danger: the Christians might ally with the 
Portuguese and the Manila-based Spaniards. 

The Sakoku policy excluded Roman Catholic 
priests and traders from Japan and forbade the 
practice of Christianity within the country. Also, 
Japanese were banned from foreign travel. The se- 
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clusion was not total—Dutch, Korean, and Chi- 
nese merchants were allowed to enter Japan and 
trade in limited areas. Designated Japanese trad- 
ers were allowed to travel to Korea. The Japanese 
policy prevented a wide range of missionary ac- 
tivity and trade in the country. Decades before the 
official policy was put into effect, a line of edicts 
and policies hostile to missionaries and Christians 
were issued. The first edict, which prohibited the 
practice of Christianity in Japan, was issued in 1587. 
It was not always effectively enforced, and from 
1623 the policy became stricter, as Japanese offi- 
cials used surveillance and torture against mission- 
aries and converts. Between 1633 and 1639, the first 
five official Sakoku directives, which persecuted 
missionaries and converts and regulated foreign 
trade and travel, were issued. A reward was of- 
fered to those handing over a Bateren (foreign 
priest) or revealing a Bateren’s location. Assistance 
to Baterens or to other proscribed foreigners, and 
later the maintenance of adopted half-European 
children, was also punishable. This Japanese policy 
made it an interesting comparative case to other 
regions, to which the European missionaries, and 
with them the traders, penetrated. 

In China, for example, missionaries were very 
much involved in the economic life of the areas 
under their influence. After the Opium Wars (1839- 
42) and the legalization of the opium trade, Prot- 
estant missionaries in China were associated with 
free traders in the attempts to expose China to trade 
with Europe during the mid-nineteenth century. 
As they had concerning the issue of African sla- 
very, the missionaries pressured the European gov- 
ernments to regulate the trade with China. They 
wanted to prevent what seemed to them as unfa- 
vorable trade that might hinder the interest of 
“opening up China.” The targets of their criticism 
were, among others, the opium traders. These mer- 
chants were highly criticized, not without the us- 
age of religious bigotry. The missionaries were 
concerned that the trade with China might cease, 
unless the trade in opium was banned. 


MISSIONARIES IN AFRICA 
After the Americas, sub-Saharan Africa was one 


of the places where the influence of the mission- 
aries was most dominant. The first Europeans to 
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express interest in converting Africans were the 
Portuguese. In the late fifteenth century, the Por- 
tuguese, who had just recently recuperated from 
their victory in the long battle to preserve the 
Catholic character of the Iberian Peninsula (a vic- 
tory that also involved the deportation of Jews 
and Muslims from Spain and Portugal), began to 
express interest in the conversion of Africans for 
the purpose of establishing allies against the Mus- 
lims. By the early sixteenth century (and after 
Christopher Columbus’s arrival in America), new 
trade interests changed the Portuguese agenda, 
and the efforts to Christianize Africa were aban- 
doned in favor of a much more profitable com- 
merce from Africa: the slave trade. 

In 1490, they arrived in the Kingdom of 
Bakongo, where the ruler was baptized. King 
Afonso I became a zealous Catholic and an ad- 
mirer of the Christian and European culture. He 
believed, like the missionaries that taught him, 
that the slave trade was a legitimate trade. When 
slave traders from the island of Sao Tomé (where 
the Portuguese had built plantations) arrived in 
Congo, he cooperated with them in the quest for 
slaves and felt deceived only by the meager profit 
they left him. In order to acquire more slaves, the 
Portuguese merchants initiated rebellions against 
the kingdom, with the intention that the war cap- 
tives would be sold into slavery. 

By 1522, the kingdom was shattered, depopu- 
lated, and disintegrated. The Portuguese traders 
took over the kingdom, leaving Afonso with only 
ceremonial authority. European missionaries 
scorned his son, who had been ordained as a 
bishop. During this period, the Portuguese (and 
Jesuit) missionaries viewed themselves as repre- 
sentatives of their governments’ and European 
interests, including maintaining the slave trade 
and convincing more kings to trade in slaves, and 
were less interested in preserving Christianity in 
Bakongo. 

The Portuguese missionaries also maintained 
a station in Gatwo (Benin), where the few locals 
who were baptized and taught to read and write 
became valuable mediators in the slave trade. As 
a result of rumors of considerable gold deposits 
in the region, they also expressed interest in the 
area of Luanda (located in present-day Angola). 
The resistance in the region, combined with 


tropical diseases, drove them out of the inland 
areas and the Portuguese remained only in 
Luanda. 

During this period, the Portuguese and Jesuit 
missionaries were highly involved in the slave 
trade. The missionaries claimed that the enslave- 
ment of Africans would introduce them to Euro- 
pean values of work in the American colonies. The 
Jesuits, who oversaw the education system in the 
Portuguese colonies, were highly supportive of 
this claim. The order owned slave trade ships that 
were engaged in the shipment of Africans from 
Luanda to Brazil. Before departing, slaves were 
baptized. 

The missionaries’ connection with the 
tradesmen was also apparent in the Portuguese 
attempts to establish their dominance in East 
Africa. The Portuguese set up several outposts 
in East Africa—first on the shores of modern- 
day Mozambique and later northward, in Zan- 
zibar and on the islands along the coast of 
modern-day Tanzania. The Portuguese prime in- 
terest was in trade, especially with their colony 
in Goa (India), but Augustine missionaries fol- 
lowed the tradesmen, setting up missions in the 
outposts. It was not until the Portuguese were 
driven out of the region that the missions ceased 
to operate. 


MISSIONARIES IN COLONIAL 
AFRICA 


New efforts to massively convert the people of 
Africa were not conducted again until the nine- 
teenth century. In nineteenth-century Europe, 
missionaries played a major role in the opposition 
to the African slave trade, pressuring their gov- 
ernments (and especially the British government) 
to abolish the trade. The struggle itself and its af- 
termath raised the missionary interest in Africa. 
The abolitionists argued that the Africans 
should not be enslaved and that it was the “white 
man’s burden” to enlighten them on the ways to 
exploit the wealth of their continent, instead of 
the trade in its populace. However, to demon- 
strate the financial potential awaiting the mer- 
chants in Africa, missionaries served first and 
foremost the commercial interests, finding new 
profitable enterprises for the tradesmen in order 


to convince them that abolition would not cause 
them to lose money. 

Many missionaries deliberately associated 
trade and Christianity and saw the insertion of 
the Western economic system as their mission. 
The most noteworthy of those bringing Christian- 
ity and trade together was David Livingstone. The 
supporters of the “commerce and Christianity” 
theory claimed that Christianity and commerce 
were interdependent and that each strengthened 
the other. As such, missionaries should be en- 
gaged in trade and vice versa. Then again, it 
should be mentioned, that since the missionaries 
were not a homogeneous group, their attitudes 
differed on this question. Most of the missionar- 
ies came from the middle and lower classes, and 
their alliance with the local European merchants 
was not guaranteed. 

Thus, and in correlation with the rising inter- 
est in the salvation of the Africans, missionary 
commissions arrived on the coasts of Africa by the 
early to mid-nineteenth century, more than a 
dozen years before the colonization of the inte- 
rior of the continent. Their aim was to transform 
African society. Despite the distrust that their ef- 
fort raised among the locals, the colonial authori- 
ties perceived them as a tool for making the first 
contact with local leaders, before any financial in- 
vestment. 

The missionaries’ task was not without haz- 
ards. Many times, their poor knowledge of Afri- 
can society, its structures and traditions, caused 
misunderstandings, and their attempt to trans- 
form the society raised anxieties and hostilities. 
In many cases, their ignorance concerning dis- 
eases and dangers put them in physical danger. 

The arrival of Christianity had an immense 
effect on the local population. Those who fol- 
lowed the missionaries and converted were some- 
times considered outcasts in their own ethnic 
group. The decision to go to a missionary school 
was understood as a declaration of dissociation 
from the group. 

Old traditions broke down, sometimes with- 
out being replaced by new ones. An example is 
the abolition of the clientele system among the 
Xhosa. The southern African group of Xhosa con- 
sisted of a subgroup, the Mfungu, in which the 
Xhosa served as patrons to the Mfungu. A domi- 
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nant group of missionaries, wary of slavery, leda 
campaign to “emancipate” the Mfungu. The re- 
sult was a change in Xhosa structures and their 
economic conditions (since Xhosa lands were 
granted to the freed Mfungu), and an alliance 
between the mission and the Mfungu. Conse- 
quently, the Xhosa were weakened in their resis- 
tance to the British. Some groups were divided 
along religious lines (depending on what mission- 
ary organization—Roman Catholic or Protestant 
—arrived to which region), and internal loyal- 
ties broke down. What is more, the missionaries 
encouraged the new converts to remain neutral 
during armed conflicts between the local groups 
and the colonial forces. 

Since most missionaries were linked to the 
dominant European force in the region, their af- 
finity with the colonial regime’s political and fi- 
nancial policies was in many cases stronger than 
their commitment to the group they served. Some 
researchers suggest that the missionaries encour- 
aged neutrality and started internal conflicts in 
the groups support colonial authorities, which fa- 
vored the weakening of the structures of the big- 
ger groups. However, it should be mentioned that 
many missionaries felt that the participation of 
Africans in wars against the colonial regime would 
only hurt the locals. 

Other links of the missionaries with the colo- 
nial regime were in providing information on the 
societies they served. The missionaries often 
served as intermediates between the Africans and 
the colonial government, or between the Africans 
and European traders. This role was essential to 
the exchange of commodities and to bridge lan- 
guage and cultural differences. 


MISSIONARIES IN OCEANIA 
AND THE PACIFIC 


In Oceania and most of the Pacific islands, Euro- 
pean immigration overwhelmed the original in- 
digenous population. In Australia, missionaries 
were unsympathetic to trade that took place be- 
tween the convict laborers and the Aboriginal 
population. The convicts bought and sold sexual 
favors, tobacco, and alcohol. The missionaries ex- 
pressed criticism on the corruption of the Aborigi- 
nes, whom they intended to convert and study. 
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Similarly, in New Zealand by the mid-nine- 
teenth century the missionaries began to express 
deep criticism of the white settlers, who were seen 
as destructive to the Maori society. The mission 
complained that the white settlers, especially the 
whalers and other “entrepreneurs,” introduced 
prostitution, alcohol consumption, and other ills 
to the Maori society. In Africa, too, some voices 
expressed concern and criticism of the introduc- 
tion of alcohol and other destructive elements to 
the local society. 

In the Hawaiian Islands, the local populace 
almost vanished, as the European missionaries 
and the settlers outnumbered it. The Europeans, 
who owned most of the lands and cultivated it in 
plantations, dominated Hawaiian politics and the 
economy. The indigenous Hawaiian population 
declined, and the need for workers on the plan- 
tations was filled by massive immigration from 
Asia. 


MISSIONS AS A SOCIALIZATION 
MECHANISM 


With the Industrial Revolution, missions in Eu- 
rope and North America became charity organi- 
zations, whose purpose was to save the poor from 
a life of idleness, drunkenness, and violence 
through the establishment of orphanages, soup 
kitchens, and other charitable activities. These 
missions provided businessmen and the govern- 
ment with a social support system and structural 
stability that enabled them not to be concerned 
about the welfare of the poor. Even in countries 
with formal state and church separation, the state 
relied heavily on the missions in dealing with the 
problem of poverty. 

In colonial societies, missionaries played a cru- 
cial role in the socialization of the local populace. 
Missionaries began to develop different disci- 
plines that were not part of the regime. Region- 
specific medicine and hospitals were developed, 
and agricultural methods were introduced. The 
missionaries also introduced Western methods of 
planning and infrastructure. The use of foreign 
products (tea, clothing, and so on) was also part 
of the introduced “European way of life.” As a 
result, the formerly self-sufficient subsistence 
economy was undermined and weakened. How- 


ever, the missionaries’ most crucial contribution 
was in the pedagogic realm. 

Local languages were reduced to written 
form, and appropriate grammar books and dic- 
tionaries were written, so that the laymen could 
read their Bible. A system of education, includ- 
ing one of adult literacy education, was estab- 
lished. The first to enjoy these systems were those 
whose social systems were already instable or 
vanishing: liberated slaves, Creoles, and refugees 
from wars and famines. Ironically, many of these 
same people became the first African preachers, 
businessmen, and clerks. 

The missionaries’ educational endeavors and 
the enforcement of a belief and ritual system in- 
fluenced first and foremost the local elites, but 
also, through them, the general public. The mis- 
sionary education system had a tremendous in- 
fluence on the shape of future postcolonial 
regimes. Among other influences, many Third 
World leaders were educated in missionary 
schools (most notably in Jesuit schools) and the 
political structures of their countries were also in- 
fluenced by the cultural and financial activity of 
the missionaries in their country. 

The new elite group became those who were 
fully socialized, that is, those who were baptized. 
Therefore, a new elite that adopted the European 
revolutionary means and abandoned those of 
their traditions was created. Those who were edu- 
cated at the missionary schools found profitable 
jobs in the colonial administration or in the inte- 
gration of the trade and economic organizations, 
but not always with the support of the local Eu- 
ropeans, who objected to the education of the lo- 
cal native populace. Thus, the missionary schools 
became the gateway to success in the colonies. 

The salaries of those working in the adminis- 
tration, although lower than those of their white 
counterparts, gradually introduced the capitalist 
currency system to traditional societies. Merchan- 
dise was sold for currency, not in barter exchange 
for another commodity, and consisted of formerly 
unused articles of trade that originated from the 
West. However, the market power of the local 
products was damaged by his transformation. 

Other members of the native populace, who 
were not working in clerical jobs for the adminis- 
tration, had to adapt to the new economic system. 


As a result, they had to enhance the production 
of their agricultural products, with the intention 
that these products could be sold in the market, 
or to begin working for larger systems, usually 
for colonial plantations. A process of proletari- 
zation began, as locals began to desert their tradi- 
tional posts and occupations in favor of working 
for the Europeans; that is, they wanted jobs that 
would pay them in currency. 


MISSIONARIES AS OPPOSITION TO 
REGIME AND MARKET FORCES 


The missionaries’ relationships with the colonial 
powers also went through changing dynamics, 
from complete adherence and correlation in inter- 
est, to identification by the missionaries with the 
local population, and, later on, with their struggle 
for independence. The links between the mission- 
aries and the colonial governments acted some- 
times against the former in cases of disputes 
between a colonial government and local groups 
and especially with the struggle for independence. 

Missionaries themselves were not always sup- 
portive of the European forces and their govern- 
ments. In these cases, they were perceived as 
“traitors” by both sides. After independence, mis- 
sionaries were sometimes involved in activities 
against dictatorships and intolerant regimes, mo- 
bilizing the local population to struggle against 
the oppression. 

The Philippines serve as a good example in 
this case. The Catholic Church arrived at the ar- 
chipelago with the Spanish imperialist forces to 
organize the conversion of the locals and thereaf- 
ter served as an accomplice with the occupying 
regime. However, throughout the Spanish occu- 
pation local clergy who supported the native 
populace slowly emerged among the missionar- 
ies. One of them was Jose Rizal, a young priest 
who became the leader of the Philippines antico- 
lonial movement that struggled against the Span- 
ish regime. Rizal was hanged by the Spaniards, 
and the Philippines became an American colony, 
but the church and its people were involved in 
several other popular struggles, most notably to 
overthrow the Ferdinand Marcos regime in a 
peaceful democratic revolution in 1986. 

Similar to the change of dynamics with the 
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colonial powers, the missions also changed their 
view of trade. If in the first decades of European 
expansion trade was promoted, hailed, and en- 
couraged by the missionaries, in the post- 
colonialist period, especially in recent years, there 
was a change in most missions’ policies. Several 
factors influenced this change. In Catholic mis- 
sions, one of the most dominant influences was 
liberation theology, which attempted to integrate 
socialism and Christianity and was popular in the 
Third World throughout the 1960s and 1970s. 
Another issue is the rights of local indigenous 
populations, in terms of land and resources, 
against global corporations, local governments, 
and their financial interests. 

Some of these attitudes are reflected in the in- 
volvement of Jesuits in the Chiapas rebellion of 
native Mexicans against their government in the 
1990s. The impact of liberation theology reached 
Protestant missionaries as well. Some adopted 
similar positions toward trade and human rights, 
while others, mainly American Pentecostals, as a 
counterreaction, drew closer to authoritarian right- 
wing regimes, to block “Catholic communism.” 

The Pentecostal churches have enjoyed rapid 
growth since the late 1970s, not only because their 
spiritual approach integrated popular and mysti- 
cal beliefs with charismatic and flexible organiza- 
tion and laymen activity, but also because of their 
emphasis on free-market economy and on the suc- 


cess of businesspeople. 
Tamar Gablinger 


See also: Buddhism; Hinduism; Islam; Judaism; Pilgrimages; 
Slavery. 
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MOGADISHU 


The capital of Somalia, a country located di- 
rectly south of the Arabian Peninsula across 
the Gulf of Aden, that is bordered by Ethiopia 
on the west, Kenya on the southwest, Djibouti 
on the northwest, and the Indian Ocean on 
the south and east. 


Between the seventh and tenth centuries, Arab 
traders settled in the cities of Mogadishu and 
Kismayu, where they conducted trade and con- 


verted the native population to the Islamic faith. 
The city maintained its important position for sev- 
eral centuries and then fell under the rule of sev- 
eral different leaders. In the fourteenth century, 
the Islamic sultanate was under the Muzaffar dy- 
nasty, which was succeeded by the Fakhr ad-Din 
dynasty. In the seventeenth century, the Hawiye 
Somali took control of the city. In the sixteenth 
century, the Portuguese attempted to conquer the 
region but failed. From 1704 to 1828, the Moga- 
dishu tried unsuccessfully to prevent the Omani 
from conquering the city. In 1841, the Omani sul- 
tanate was divided and Mogadishu was under the 
control of both the sultanate of Zanzibar and the 
Somali Geledi clan. 

Since the region is primarily desert and held 
relatively little economic value to European colo- 
nial powers, the city remained free from colonial 
control until 1889, when Italy established the 
colony of Benadir. However, the region was di- 
vided between the British Somaliland Protector- 
ate, French Somaliland, Italian Somalia, northern 
Kenya, and the Ogaden in Ethiopia. In 1940, the 
Italian army, with the help of Ethiopians, captured 
the British Somaliland Protectorate, but the Brit- 
ish regained control seven months later. 

After World War II, Somalia experienced a 
Marxist revolution and received the assistance of 
Soviet military advisers. The new military govern- 
ment, known as the Supreme Revolutionary Coun- 
cil, continued to impose Sunni Islamic law on the 
population even though it embraced communist 
political philosophy. In 1971, Siad Barre, the leader 
of Somalia, announced the formation of a political 
party to rule the country, but chaos followed as 
local warlords fought with each other for power. 
After the Soviets withdrew their aid, the country 
descended into total civil war. The United Nations 
and the United States attempted to enforce peace 
in the country, but after the military disaster of 1994 
during which Black Hawk helicopters were shot 
down in Mogadishu, the United States withdrew 
its forces and the United Nations left the country 
in 1995. Human rights violations continue to be a 
major problem in the country. 

Early trade consisted of cloth made in 
Mogadishu that was exported to Egypt. Goods 
from the African interior that were traded to Egypt 
and the Middle East included hides, leopard and 
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A by-product of sugar and a source of rum, molasses has been widely traded since the fifteenth century. Here, molasses is transported from 
a sugar factory in Manila, Philippines, around the turn of the twentieth century. (Library of Congress) 


giraffe skins, ostrich feathers, ivory, rhinoceros 
horns, and slaves. During the ninth century, 
Mogadishu was the most prosperous town along 
the Somali coast. During the Middle Ages and 
early modern times, trade declined because of the 
successive changes in power. In the twentieth cen- 
tury, the principal crops included bananas, sug- 
arcane, sorghum, corn, mangoes, sesame seeds, 
and cotton. Exports included livestock, fish, and 
uranium. The primary trading partners of the 
country are Saudi Arabia, Kenya, Djibouti, Yemen, 
and Italy. The constant state of warfare has all but 
eliminated international trade since the 1990s, and 
today Somalia is one of the least developed coun- 


tries in the world. 
Cynthia Clark Northrup 
See also: Africa; East Africa. 
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MOLASSES 


A residue of the sugar production process and 
an important ingredient in producing rum. 


Molasses emerged as a vital part of the economic 
system that developed within the various Euro- 
pean colonies in the Americas. In the 1400s, as 
the Portuguese ventured down the western coast 
of Africa in search of a sea route to the Far East 
and the gold mines of West Africa, they trans- 
ferred the plantation complex, a lucrative cash 
crop-producing agricultural system, from the 
Mediterranean and across the Atlantic. During 
this period of Portuguese expansion, Portuguese 
caravels carried sugarcane and Portuguese explor- 
ers quickly found that some of the islands off of 
the African coast possessed the proper climate and 
soil for growing sugarcane. On Christopher 
Columbus's second voyage to the Americas, he 
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carried sugarcane aboard his ships and the Span- 
ish quickly discovered that sugarcane flourished 
in the West Indies. Sugar, like the spices of the Far 
East, was in great demand among the European 
elite because of its taste and the social status that 
its consumption denoted. In the fifteenth and six- 
teenth centuries, because of increasing demand 
and limited supply, sugar remained a luxury com- 
modity, thus making its production highly prof- 
itable yet capital and labor intensive. 

The Dutch intensified American sugar pro- 
duction, including its by-products of molasses and 
rum, when they became involved in the Portu- 
guese possessions in Brazil and then carried their 
capital and improved production techniques into 
the West Indies, where the production of sugar 
flourished. While sugar grew well in the West 
Indies, the problem with growing sugarcane and 
then turning the cane into sugar, molasses, and 
rum was that it was an extremely labor-intensive 
process. The West Indian planters attempted to 
use the local indigenous people, and then Euro- 
pean indentured servants, until they finally 
moved toward purchasing and utilizing African 
slaves, as this system allowed them to own the 
slaves’ labor for their entire life, along with that 
of their children. 

Molasses quickly became an important part 
of the mercantile system of the Americas, and its 
use increased as the price of rum decreased and 
its appeal spread. Molasses became especially 
important to the merchants of New England, who 
discovered not only its profitability, but also the 
opportunities the trade in molasses presented. 
These involved the continuous avoidance of 
England’s mercantile system, especially its taxes, 
and the chance to participate in the transatlantic 
slave trade. The New England merchants had no 
problem avoiding Parliament's 1733 Molasses Act 
and in fact continually increased the amount of 
molasses they imported into New England and 
the amount of rum that they exported. By 1770, 
North American merchants imported over 6 mil- 
lion gallons of molasses per year that allowed 
them to produce 5 million gallons of rum in ap- 
proximately 140 New England distilleries. The 
Sugar Act of 1764, which reduced the duty on 
molasses in North America, served as an example 
of the American argument concerning the rela- 


tionship between taxation and representation, 
along with economic freedom. 


Ty M. Reese 


See also: American Revolution; Columbian Exchange; Illegal 
Trade; Indentured Servants; Labor; Mercantilism; Rum; Sla- 
very; Spices; Sugar. 
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MONEY 


Any object that is generally acceptable in pay- 
ments by sellers of goods and services or by 
creditors. 


Money may take the form of coins, bills, currency 
notes, or checks (representing bank balances). An- 
cient societies used gold nuggets, wooden tallies, 
cattle, shells, dried cod, salt, tobacco, and sugar 
(among other things) as “money” because at some 
point in time and in some place each of these was 
generally accepted in payments. General accept- 
ability is established when a large proportion of 
the community, major sellers or creditors, or the 
government agree to accept payments in a par- 
ticular form of money. For instance, if the gov- 
ernment accepts a particular form of money in 
payments of taxes, then everyone else in the com- 
munity will be willing to accept it in payments 
because they know they can use it to pay taxes. It 
is this general acceptability (not the intrinsic 
value) that makes money a social convention and 
gives it value over time. 


HISTORICAL ORIGINS 


Historically, most societies established the “uni- 
versal equivalent” (money) based on two charac- 
teristics. First, it must be nonperishable so that 
people can accumulate it and use it over an ex- 
tended time period, and second, it must be divis- 
ible in small units so that people can use it to 


In a scene from a fourteenth-century manuscript, a man counts a pile of money on a table. Money is a near-universal concept, for it allows 
societies to create mutually acceptable equivalents for goods and services, thereby enabling economic exchange. (© The British Library/ 
Topham-HIP/The Image Works) 


acquire goods and services of different values. 
Throughout history, money has played three 
functions. First, money is a unit of account: it is a 
means by which a comparable wealth of com- 
modities is measured. It is a standard or a mea- 
sure of value. Second, money is a medium of 
exchange: it is both a means of purchase (money 
is exchanged directly for goods and services) and 
a means of payment (it is used to settle debt). 
Third, money is a store of value: it is a means of 
accumulating wealth (it is an end in itself). 
Money is one of the most controversial issues 
studied by all schools of economic thought. 
Economists cannot agree on the basic questions 
related to its origin, its nature, and its primary 
functions. Is money created by the government 
or by the market? The answer to this question is 
of critical importance for understanding the busi- 
ness cycle and finding the appropriate policy tools 
to eliminate unemployment and reduce inflation. 
Orthodox (neoclassical) economists believe that 
money is a “veil” hiding the “real” economic ac- 
tivities. In their view, money is just an arbitrary 


numeraire used as a medium of exchange to facili- 
tate trade, reduce transaction costs, and eliminate 
the inconvenience of barter. Therefore, they claim 
that money was created only after the develop- 
ment of markets. 

In the Walrasian model, which assumes the 
existence of perfect competition and perfect 
knowledge, firms are price takers and quantity 
makers. The auctioneer announces a vector of 
relative prices and collects information about the 
quantities that consumers are willing to buy, as 
well as the quantities that firms are willing to sup- 
ply, at that specific vector of prices. Trade can only 
take place when the auctioneer finds the price 
vector that eliminates excess supply and demand. 
In such models, money is added only by artifice, 
hence it is neutral and does not have any long- 
term real effect on the economy. According to 
monetarists, money is exogenously supplied by 
the central bank. Believing in a positive relation- 
ship between money supply and inflation, mon- 
etarists advocate a steady and low rate of increase 
of the money supply (e.g., 3 percent per year). 
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On the other hand, Chartalists (nonorthodox 
economists) argue that the creation of money goes 
back to King Pheidon of Argos, who issued the 
first coin in the seventh century B.c.£. Coins, how- 
ever, were created neither to reduce transaction 
costs nor to facilitate markets operations. L. 
Randall Wray argues that it is unlikely that coins 
were invented to facilitate trade, for many ancient 
civilizations with sophisticated trade managed 
without any coins for centuries, and their mar- 
kets had always operated on the basis of credits 
and debits. 

According to Abba P. Lerner, the most impor- 
tant feature of money is its general acceptability 
by the public. Sovereign governments originally 
created money as a standard way to pay tax and 
other debts. Lerner argues that the state could 
make anything generally acceptable (and call it 
“money”), as long as the state “is willing to ac- 
cept the proposed money in payments of taxes 
and other obligations to itself. [Furthermore], in 
a normally well-working economy, money is the 
creature of the state. Its general acceptability, 
which is its all-important attribute, stands or falls 
by its acceptability by the state.” 

In orthodox theory, the money supply is ex- 
ogenously determined by the central bank. 
There is no increase in the quantity of money in 
circulation in the system unless the central bank 
decides to do so by way of its three policy tools: 
discount rate, open market operations, and re- 
quired reserves ratios. Monetarists argue that an 
increase in the rate of growth of the money sup- 
ply causes a rise in the nominal rate of interest. 
Thus, they attribute high inflation and nominal 
interest rates to an “easy-money policy” imple- 
mented by the central bank. Monetarists also be- 
lieve it is difficult to fine-tune the economy with 
an expansionist monetary policy; rather, they 
advocate a tight and nondiscretionary monetary 
policy to prevent high inflation and nominal in- 
terest rates. 

In the conventional theory, the central bank 
can control the money supply (thus, it can con- 
trol inflation) by its control over the required re- 
serve ratios. Given a stable deposit multiplier, the 
supply of deposits is determined by the amount 
of loans demanded and the available reserves in 
the banking system. Banks supply loans (thus cre- 


ate money) to the economy because they want to 
grasp any opportunity of future returns and be- 
cause they always have an incentive not to have 
any excess reserves, which do not earn any inter- 
est. The central bank, recognizing this and the 
current money multiplier, can, therefore, closely 
control the expansion of the money supply (and 
inflation, of course). 

Basil J. Moore calls the monetarist approach 
the “verticalist” approach as opposed to his 
“horizontalist” approach. He argues that the sup- 
ply of credit money is never quantity-constrained 
by central banks (hence, the deposit multiplier 
is not stable in post-Keynesian theory). Firms 
have access to credit lines provided by private 
banks; therefore, firms are always able to use 
their credit lines (at some price), and by doing 
so they reduce the excess reserves of the bank- 
ing system. This makes banks turn to the central 
bank (the ultimate supplier of fiat money) for 
funds to cover their reserves. At this point, the 
central bank finds itself obliged to accommodate 
the demand for money to prevent the collapse 
of the banking industry. This implies a perfectly 
elastic supply of credit-money in the short run 
as a necessary condition of the perpetuation of 
liquidity in the system. 

According to Moore’s approach, a horizontal 
money supply function implies that an increase 
in the demand for money will only increase the 
quantity of money in the system, but will not raise 
the interest rate (unless the central bank decides 
to do so). Moore argues that “short-term interest 
rates over some range are an exogenous policy 
variable. They are not endogenously determined 
by real forces in the economy, but are adminis- 
trated exogenously within wide limits by the cen- 
tral bank.” 

Wray provides a critical review of the mon- 
etarist theory with regard to the relationship be- 
tween interest rates and the rate of growth of the 
money supply (and inflation). He studies two in- 
terest rate regimes in U.S. history. The first low 
interest rate regime (from World War II to 1965) 
hada “tight monetary policy” and tended to slow 
the rate of money supply, as monetarists believed 
it would. This “regime was characterized by low 
inflation and interest rates, a moderate rate of 
growth of money supply effective interest rate 


ceilings, and quantity rationing in the financial 
sector.” 

The second low interest rate regime (1966— 
1992), which also had a tight monetary policy that 
was associated with a slow growth of the money 
supply, was increasingly ineffective. This regime, 
however, was characterized by rising interest rates 
and prices, rapid growth of money supply, aban- 
donment of the interest rate ceiling policy, and 
increasing reliance in credit markets on price ra- 
tioning rather than quantity rationing. 

Wray concludes that, counter to the monetar- 
ist theory, in which “money causes inflation,” high 
interest rates cause rapid growth of the money 
supply. He argues that high interest rates and slow 
growth of the money supply are consistent only 
with financial crisis. He also shows that the de- 
velopment of the financial system (i.e., financial 
innovation), abandonment of interest rate ceil- 
ings, and lower credit standards eroded the quan- 
tity rationing; and, as a result, the central bank 
lost its primary constraint on bank lending (i.e., 
disintermediation). 

The neutrality of money is an important fea- 
ture in orthodox models. However, most econo- 
mists agree that since the 1970s money has played 
a major role in output fluctuations. Yet, they do 
not agree on the causation and transmission 
mechanisms. Monetarists are convinced that the 
causation of the quantity theory of money (QTM) 
goes from money to output and that monetary 
instability lies in the heart of real instability. On 
the other hand, advocates of the endogenous 
money approach (i.e., post-Keynesians) argue that 
the money supply simply responds to economic 
activity, rather than the reverse. According to this 
approach, the evidence shows a reverse causation; 
that is, expectations of future increase in output 
leads to a current increase in the money supply. 
Joan Robinson suggests that the QTM equation 
(MV = PQ; in which M stands for money supply, 
V for velocity of circulation, P for price level, and 
Q for quantity of goods and services sold during 
the year) should be read in causal terms from right 
to left; that is, an increase in the level of output is 
more likely to be preceded by a rise in the money 
supply. 

In conventional theory, velocity is believed to 
be constant; therefore, the aggregate price level 
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is determined by the quantity of money commod- 
ity. Post-Keynesians, however, do not consider 
velocity a fixed variable, and for them what mat- 
ters is nominal, not relative, price (which is mainly 
“administered,” given the existence of long-lived 
and expensive capital equipment). In such cases, 
the QTM equation is reversed. As such, it is un- 
likely that the economy will ever be in “equilib- 
rium.” Even if that were to happen the system 
would inherently generate forces to cause the 
economy to move away from it, says Hyman P 
Minsky. 


INFLATION 


Mainstream economists assume that “inflation 
does not matter,” for their estimations show that 
even an inflation rate of 40 percent does not 
have a measurable effect on gross domestic 
product (GDP) growth. Paradoxically, they even 
advocate some costly policies in terms of high 
unemployment and slow GDP growth (in the 
short run) to fight inflation. From a post- 
Keynesian perspective, inflation results from a 
wage bargaining between workers and firms. If 
workers have a stronger bargaining position, 
they can push wages up, which will oblige firms 
to raise their prices to maintain their profit lev- 
els; this will result in a wage-price spiral, or “cost- 
push” inflation. On the other hand, if firms 
increase their markup over wage costs, this will 
result in markup, or profits, inflation. Wray ar- 
gues that “in a monetary production economy, 
inflation is more benign than deflation... it 
tends to redistribute shares toward economically 
powerful groups . . . it also tends to reduce debt 
burdens. ... On balance, the effects of inflation 
may encourage investment and economic 
growth.” Therefore, post-Keynesians do not 
agree with orthodox economists on the issue of 
fighting inflation. 

Orthodox economists believe that tax rev- 
enues finance government spending; that is, the 
government may spend whatever tax amount it 
collects from the public, to “balance its budget.” 
Furthermore, they claim that the government 
could and should run a fiscal surplus. Believing 
in the “invisible hand” of the market and in the 
ability of the market to “self-adjust” and tend to- 
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ward “equilibrium,” orthodox economists argue 
that government investment would “crowd out” 
private investment. However, Wray believes that 
tax payments do not and cannot finance govern- 
ment spending, for at the aggregate level, only 
the government can be the “net” supplier of fiat 
money. As a result, the starting point of this 
mechanism is government expenditure. Once 
government spends (creates or supplies) fiat 
money to purchase goods and services, it provides 
the public with the necessary amount of money 
to meet tax liabilities. 

According to Wray’s analysis, the government 
can (theoretically) have a balanced budget, mean- 
ing that the public’s net money receipts are equal 
to tax liabilities. However, if the government at- 
tempts to run a surplus, the public would be in a 
situation where its net money receipts are less 
than its tax liabilities. Therefore, the only way for 
households to pay their tax liabilities is either to 
use their hoarded money from previous govern- 
ment deficits or to present government bonds for 
payment. On the other hand, the government can 
safely run up a deficit to the point where it has 
provided the quantity of noninterest-earning fiat 
money and interest-earning bonds desired by the 
public. 

Finally, one could argue that even though the 
concept of money seems to be extremely contro- 
versial as to its historical origins and first use, its 
modern conception (within a credit-money sys- 
tem) is more accurate in the post-Keynesian para- 
digm. The endogenous money approach is 
empirically consistent with the features of the cur- 
rent banking system. The “neutrality” of money 
is a more basic issue, for it relies on the basic as- 
sumptions of orthodox theory, which assumes 
away all the imperfections of the market system; 
therefore, it reaches a “logical” conclusion that 
money is just a means of transaction that facili- 
tates trade and reduces transaction costs. It is 
mainly because of these basic methodological dif- 
ferences that post-Keynesians and orthodox 
economists disagree on virtually everything re- 
lated to money (e.g., inflation, fiscal policy, money 
supply, and so on). As a result, the debate on 
money remains an open issue on which there will 
be no agreement between them. 

Fadhel Kaboub 


See also: Banks; Keynes, John M. 
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MONGOL INVASIONS 


Mongols were pastoral tribes in eastern Eurasia 
that, from the thirteenth through the fifteenth 
centuries, came to control a large portion of 
the Eurasian continent. 


Near the beginning of the thirteenth century, a 
group of Mongol tribes were united into a pow- 
erful confederacy by Temuchin, better known as 
Genghis Khan. The superior military organization 
and mobility of their cavalry proved unbeatable 
as they embarked on a century of conquest. In 
1211, Genghis launched his grand invasion of 
China, capturing Beijing in 1215. Although the 
conquest of China was not completed until 1234, 
after Genghis’s death, the Mongols were now 
firmly present as conquerors there. 

In 1219, Genghis invaded the Kwarezm em- 
pire of Central Asia, destroying it in a single cam- 
paign and sending out large reconnaissance forces 
farther west. Following his death in 1229, 
Genghis’s descendants went on to conquer Per- 
sia, Russia, Volga Bulgaria, and parts of the Middle 


East and invaded eastern and central Europe, Ja- 
pan, and Vietnam, creating up until that time the 
world’s largest empire. Genghis’s main line of 
descent ruled the Great Empire in the East, while 
lesser siblings established dynasties in Persia, 
western Eurasia (the Golden Horde), and else- 
where. 

Trade was always important to the pastoral 
Mongols, who depended on trade with their 
neighbors, especially settled civilizations, such as 
China, in procuring grains, crafts and other manu- 
factured goods, and luxury items. Any serious 
interruption or diminution in this trade had po- 
tentially disastrous consequences for the Mongols. 

Many of Genghis’s major campaigns of con- 
flict were related to trade issues. His invasion and 
conquest of the Tangut (Xia) state in northwest 
China in 1209 was apparently triggered by the 
Tanguts exploiting their control of the trade routes 
in their territory to the Mongols’ detriment. That 
this campaign was not motivated by conquest is 
indicated by the fact that, having defeated the 
Tanguts, the Mongols did not occupy their state, 
but departed, having presumably solved the trade 
dispute in their favor. When the Jin dynasty of 
north China attempted to wrestle better terms out 
of the Mongols by reducing trade, Genghis 
launched his massive invasion of China in 1211. 
Years later, the execution of forty Mongol mer- 
chants by a local Kwarezm governor in 1218 be- 
came one of the main reasons for the Mongol 
invasion of the Kwarezm empire and Central Asia. 

Throughout the Eurasian continent, the im- 
mediate result of the Mongol invasions was a 
massive disruption in agriculture as well as com- 
merce and trade. With many centers of trade and 
manufacture destroyed, the situation seemed 
grim. Yet, because the Mongol rulers understood 
the value of trade and coveted the taxes and tolls 
associated with it, they encouraged it and took 
steps to increase it once they were firmly in con- 
trol of the conquered areas. 

With a single power now controlling most of 
the Eurasian trading routes, they became safer 
and more stable. East-West and other interregional 
overland trade surged as a result, becoming the 
main engine for economic revival in areas devas- 
tated by the earlier Mongol invasions. With their 
superior military organization, the Mongols were 
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While destructive of civilizations throughout Asia and eastern Eu- 
rope, the Mongol invasions transformed many societies. Ultimately, 
many Mongols settled the lands they conquered and came to en- 
courage cultural and economic development. Shown here is a cav- 
alry attack by the Persian army against the Mongols in the thirteenth 
century. (The Art Archive/Edinburgh University Library) 


able to guarantee the safety of the merchants in 
their territory. One European trader observed that 
the Silk Road was safe by day and night, and an- 
other stated that a virgin riding a mule loaded 
with gold could travel the length of it unmolested. 
The Mongols also established an incredibly effi- 
cient yam communication system of post stations 
along the main roads there were located no far- 
ther than one day’s ride apart from each other. 
Although the posts were established to support 
envoys and officials on state business, they greatly 
facilitated the travel of merchants as well, as many 
of the post stations also came to function as 
caravansarais (travelers’ inns). 

The tolerant attitude of the Mongol rulers al- 
lowed merchants of all religions and ethnicities 
to use the trading routes of the Silk Road. As a 
result, many Jewish, Muslim, and Christian trade 
communities developed in Mongol lands, further 
increasing trade and cultural and religious ex- 
changes. Many merchants from Europe, espe- 
cially from Italy, began to travel and trade 
throughout the Mongol domains, with Marco 
Polo being the best known among them. It was, 
in part, the increased transcontinental travel that 
contributed to the quick transmission of the bu- 
bonic plague, also known as the Black Death, from 
Asia to Europe. 

Ultimately, of course, trade was merely an- 
other vessel for Mongol enrichment. Mongol rul- 
ers levied a5 percent tax (tamgha) on all commercial 
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transactions, including trade, thus collecting hefty 
levies from the increased trade volumes. 
Beginning in the fourteenth century, the Pax 
Mongolica began to crack as various Mongol states 
began fighting one another and as power 
struggles erupted within the states. Increased 
warfare brought about instability and a disrup- 
tion of the reestablished trading networks. This 
served to increase the seaborne trade, which, of 
course, largely bypassed Mongol territory and 
control. By the end of the fourteenth century, the 
Mongols were in decline; they lost the last rem- 
nants of their power in the fifteenth century. 


Mikhail S. Zeldovich 


See also: China; Khan, Genghis; Silk Road; Volga Bulgaria. 
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MONUMENTS 


Objects that prompt a viewer to recall or oth- 
erwise think of a person, a group, a culture, 
an event, or a historical period. Monuments 
exist largely outside traditional art markets. 


The word “monument” is derived from the Latin 
monumentum, which is a noun variant of the verb 
monere, which carries several meanings: to remind, 
to advise, to warn, to instruct. A monument, 
strictly speaking, may be defined as an object 
erected with such an intent: the Great Pyramid at 
Giza (c. 2570 B.c.£.), for example, was constructed 
so as to remind and advise its viewers of the po- 
litical power of Pharaoh Khufu. So, too, Maya Lin’s 
Vietnam Veterans’ Memorial (1982) in Washing- 
ton, D.C., lists the names of over 58,000 Ameri- 
cans killed or missing in Vietnam as a form of both 
remembrance and admonition. Yet, a monument 
may also be defined as anything that produces 
remembrance, no matter its creator’s intent. The 
World Monuments Fund identifies what it con- 
siders the 100 most endangered monument sites, 


to which were added in 2002 the towns of 
Bagamoyo, Tanzania, and Falmouth, Jamaica, and 
the archaeological site at Wisloka, Poland, none 
of which were originally built as monuments. 

This second type of monument is referred to 
today as a historical monument; the first type is 
called, somewhat redundantly, a commemorative 
monument. The purpose of this distinction, which 
is observed throughout art history and related 
fields, is to make clear that the label “monument” 
can be affixed to an object by either an object's 
creator or an object’s viewer. 

Even within the first type—an object inten- 
tionally created to commemorate something—a 
monument can take on a bewildering number of 
shapes. Monuments on and near the Mall in 
Washington, D.C., offer just a small sample: a 
monument may tend toward abstraction, whether 
the modern abstraction of Lin’s memorial or the 
more traditional abstraction of the Washington 
Monument obelisk (1854-1884). Figurative sculp- 
ture is central to the Jefferson Memorial (1938- 
1943) and the Lincoln Memorial (1915-1922), yet, 
so, too, are neoclassical architectural spaces. 
Words—whether simple plaques or extensive re- 
productions of speeches or writings—are also in- 
tegral to these monuments. Throughout history, 
monuments have been marked by a similar het- 
erogeneity: portrait busts, crosses, fountains, full- 
length figures, tomb markers, triumphal arches, 
buildings, bridges, plazas, and reliquaries have all 
served as monuments. 

The relationship of the monument to trade or 
commerce is equally ambiguous. Art historian 
Penelope Curtis has defined a monument as “a 
complicated mixture of form, subject, site, scale, 
author, and public,” but she emphasizes the im- 
portance of a monument’s location as integral to 
its meaning. The monuments erected and de- 
stroyed over a century at Deutsches Eck in 
Koblenz, Germany, have derived significant mean- 
ing from their location at the confluence of the 
Rhine and Mosel Rivers. Likewise, the Arras Me- 
morial (1925-1928) by Edwin Lutyens cannot be 
separated from the many markers at the Faubourg 
d’Amiens cemetery commemorating those killed 
in World War I. Because they often lose meaning 
if moved and because they rarely double as art 
objects—objects that are created or viewed prima- 
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The Great Wall of China—completed in 1644—was built by successive dynasties to defend the kingdom and its wealth against nomadic 
tribesmen of northern and central Asia. This photo shows President Richard M. Nixon touring the wall on his historic 1972 visit to the 
communist country. (Nixon Presidential Materials Staff/National Archives, College Park, Maryland) 


rily for aesthetic pleasure—monuments almost 
never enter traditional art markets. Instead, when 
they are moved or change ownership, they tend 
to do so within a gift economy. The most famous 
public monument of the nineteenth century, the 
Statue of Liberty—formally Liberty Enlightening 
the World (begun 1875, dedicated 1886), by 
Frédéric-Auguste Bartholdi—was a gift, funded by 
the French and built in France, shipped to the 
United States, and erected in New York Harbor 
through subscriptions collected from Americans. 

Despite the vast numbers of monuments cre- 
ated throughout history, there exists a surprising 
consensus on the trajectory of the history of 
monuments. From antiquity to the eighteenth 
century, most monuments were constructed to 
glorify an individual, almost always a ruler. Typi- 
cal examples are the ancient Egyptian pyramids; 
the Mausoleum at Halicarnassus (c. 350 B.c.E.); 
Trajan’s Column (106-113 c.£.) in Rome; and the 
Capua Gate (1234-1240) outside Capua, Italy, 


which incorporates a figure of Frederick II, who 
commissioned the triumphal arch. Renaissance 
and Baroque monuments maintained the same 
focus, but did so in more allusive ways. Giovanni 
Lorenzo Bernini’s Fountain of the Four Rivers 
(1648-1651) in Rome praises the reach of papal 
power through a coat of arms and a dove—the 
papacy—that dominates the Danube, Ganges, 
Plate, and Nile Rivers, all represented in human 
forms. During the eighteenth century, concurrent 
with the Enlightenment, monuments to so-called 
men of genius grew in number: Louis-Francois 
Roubiliac’s George Frideric Handel (1738) and 
Jean-Baptiste Pigalle’s Volataire Nude (1776) rep- 
resent this new tendency. 


NINETEENTH AND TWENTIETH 
CENTURIES 


The nineteenth century, however, revolutionized 
the monument. In the second half of the century, 
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monuments began, through commemoration of 
some event, person, or persons, to express a mod- 
ern Western nationalism. During this period— 
from roughly 1875 to 1914—a tremendous 
number of monuments in Europe and America 
were commissioned and built, so many that the 
period is typically labeled one of “statuemania.” 
Fifty monuments rose in Paris between 1900 and 
1910 alone. The subjects depicted during this pe- 
riod were tremendously diverse, from Queen 
Victoria (e.g., in London [1901-1911] by Thomas 
Brock), to those killed in the U.S. Civil War (e.g., 
in Cleveland [1894] by Levi Tucker Scofield), to 
figures like Louis Pasteur and Victor Hugo, but 
all were granted a sense of heroism and glory. 

Auguste Rodin’s Burghers of Calais (1884-1886) 
is often identified as the beginning of the end for 
the traditional monument: Rodin powerfully re- 
fused to make his subjects heroic, and he likewise 
pushed the form away from place-based remem- 
brance toward an art object. But the monuments 
of fascist Italy, Nazi Germany, and Stalinist Rus- 
sia contributed as much to the form’s demise as 
Rodin: all three countries firmly associated the 
monument with the monumental, with a size and 
bulk largely unseen since the pyramids. Whereas 
Adolf Hitler’s Third Reich developed a sculptural 
abstraction, both Benito Mussolini and Joseph 
Stalin cultivated a monumentalism centered on 
depictions of themselves. All three yoked over- 
whelming size to oppressive political power. Al- 
though imposing war monuments to those killed 
in World War I were built beyond the battle- 
fields—most notably the Royal Artillery Monu- 
ment (1921-1925) in London by Charles Sargeant 
Jagger—World War II monuments were often 
only names appended to earlier war memorials. 

In recent decades—especially after Lin’s evoca- 
tive slabs of black granite—abstraction has become 
an increasingly favored form, as in the Oklahoma 
City National Memorial (2000) by Butzer Design 
Partnership, which consists of 168 bronze chairs 
intended to recall those killed in the bombing of 
the city’s federal building in 1995. Today, monu- 
ments in the West are erected almost exclusively 
to commemorate grief or tragedy. 


J.E. Luebering 


See also: British Empire; Greek City-States; Roman Empire; 
United States. 
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MUGHAL EMPIRE 


One of the largest centralized premodern 
states, whose power, wealth, and splendor 
were enhanced by an extensive trading net- 
work that not only serviced domestic and re- 
gional needs but also reached overseas to 
lucrative European markets. 


Based on the Indian subcontinent and ruled for 
three centuries by the Muslim Mughal dynasty, 
this highly successful war state’s trading activi- 
ties stimulated the growth of domestic produc- 
tion in such areas as agriculture and textiles. 
During the first 180 years of the empire, the 
Mughals stimulated trading and the growth of 
the economy with their highly effective central- 
ized administration and their establishment of 
peace and order throughout the subcontinent. 
Their patronage of craft industries and royal 
workshops and their maintenance of a large sala- 
ried class to help run the empire also helped pro- 
mote trade. However, this early success gave way 
to economic and political decline, and the British 
eventually subjugated the fractured empire. 


OVERLAND TRADE 


The Mughal empire engaged in trade from its 
outset. The first ruler, Zahir-ud-Din Muhammad 
Babur, continued the rich trading history of his 
homeland, the central Asian territory around 
Kabul. As Babur expanded his control from cen- 
tral Asia into the Indian subcontinent, he and later 
his son, Humaytin, continued the thriving over- 
land caravan trade. This trade linked the newly 
conquered northern portions of the Indian sub- 
continent with Kabul through the Khyber Pass. 


The caravans originating in Kabul brought horses 
from Central Asia, porcelain from China, precious 
metals from the European empires, and silks from 
China to the markets of Lahore. In return, Indian 
commodities such as spices and textiles, traveled 
to markets in Central Asia and Iran. Seaborne 
trade, already in place through the Red Sea and 
Persian Gulf, also connected the Mughals with 
overland trade routes to Europe through Egypt 
or Syria. 

Overland trade also flourished during the 
reign of Babur’s grandson, Jalal-ud-Din Muham- 
mad Akbar. The volume of this trade can be seen 
in the results of an accidental fire in a Peshawar 
fort. It destroyed 1,000 camel loads of goods wait- 
ing for transport. 

During the mid-sixteenth to the mid-seven- 
teenth centuries, dense overland and coastal trad- 
ing networks linked domestic and regional 
economies, while from the mid-seventeenth cen- 
tury on, long-distance oceanic routes also linked 
India with international markets. The early trade 
routes delivered specialized agricultural products 
such as spices for sale in cash markets. They also 
transported goods from the highly organized tex- 
tile industry, which was known for its enormous 
range of cotton and silk cloths. Besides spices and 
cloth, the Mughal empire’s overland exports also 
included narcotics and other agricultural com- 
modities such as indigo and cotton. Their produc- 
tivity maintained a favorable balance of trade for 
the Mughals. In exchange for these exports, the 
Mughals imported such goods as precious met- 
als, horses for military and riding use, and ivory. 


DOMESTIC TRADE 


Besides overland trade, a thriving domestic trad- 
ing system stimulated the Mughal economy and 
transported the increased production of agricul- 
ture and goods. Produce, along with local and 
imported goods, was sold in qasbahs (market 
towns). Local chiefs constructed shops in these 
qasbahs to attract businessmen and traders to 
their area. During Babur’s and Humayin’s reigns, 
a dense internal and coastal trading network 
linked these regional trading centers. Agriculture, 
industry, and trade became the fuel for the grow- 
ing empire’s economic needs. 
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The renowned Emperor Akbar greatly in- 
creased trade, along with Mughal power and ter- 
ritory. His government enabled goods, money, 
and men to be moved over long distances within 
the empire by making the roads safe, by abolish- 
ing the burdensome tariffs on trade, and by pro- 
viding a serviceable currency. 

By the end of the 1600s, Akbar, his grandson 
Shah Jahan, and his great-grandson Aurangzeb 
had extended Mughal territory to its greatest lim- 
its. Today’s eastern Afghanistan and Pakistan and 
the Himalayas bound the empire in the west and 
north. It reached almost as far south as the tip of 
the subcontinent and as far west as the eastern 
half of Bangladesh. The Mughals ruled over a 
population numbering between 100 and 150 mil- 
lion people. 

By this time, hundreds of prosperous gasbahs 
proliferated throughout India to meet increased 
domestic consumption. Some towns, like Jodh- 
pur, became leading trade centers. In qasbahs such 
as Reni, up to 50 percent of the population was 
involved in trading. 

As trade expanded, merchants established 
branch offices in gasbahs of other territories from 
which to conduct more extensive trading. Dur- 
ing this period, the wealth and financial power 
of the merchants and traders enabled them to 
emerge, with imperial blessings, as an influential 
class commercially and politically. 

Nobles and members of the royal family also 
stimulated domestic trade and the rise in pro- 
ductivity. Members of the nobility invested in 
local markets, enabling dozens of new towns 
and villages to spring up in northern India. They 
also invested in the royal workshops, contrib- 
uting to the expansion of business and trading 
opportunities. 


OVERSEAS TRADE 


Royalty and nobility were also part of the long- 
distance maritime linkages. Among the Mughals’ 
important maritime linkages were their connec- 
tions with Europe. This trade stimulated economic 
activity, filled the Mughal treasuries, and in- 
creased agricultural and textile production. 
Nobility and royalty financed long-distance 
traders by leasing or buying commercial vessels 
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for the overseas trade. While the Mughals were 
not a seafaring culture comfortable with the use 
of ships on the high seas, they were glad to in- 
vest in trade by sea and in seafaring vessels as 
long as they were not the ones on them. During 
this period, Indian silk and linen was exported in 
great quantities to such areas as Iran, Syria, Af- 
rica, Arabia, and Ethiopia. 

The Mughal overseas trade, originally ventur- 
ing to these areas through the Red Sea and the 
Persian Gulf, greatly expanded with the discov- 
ery of the Cape of Good Hope route by Vasco da 
Gama and the Portuguese in 1498. For most of 
the sixteenth century, Portugal maintained a 
strong maritime empire on the western coast of 
India that was ruled by representatives of the 
Portuguese king and that sought to monopolize 
trade with India. Each year, ships from Portugal 
brought precious metals, correspondence, offi- 
cials, and supplies. They returned with spices, cor- 
respondence, and commodities to sell. 

The Portuguese also enabled foreign mer- 
chants such as the Florentines to trade with the 
subcontinent. Business groups from Florence ei- 
ther invested directly in voyages to India, sent 
their own agents to India, or went on Portuguese 
vessels themselves. The Florentines were inter- 
ested in Indian products such as spices, precious 
stones, and fabrics that could be marketed inter- 
nationally. During the second half of the sixteenth 
century, the Florentine Medici empire developed 
relations with the Mughal empire that were based 
on trade, royal gifts, missionary, and diplomatic 
activities. 

Fueled, like the Mughals, by a need for rev- 
enue to finance such activities as military cam- 
paigns and expansion, other European kingdoms 
followed the Portuguese and Florentines in es- 
tablishing contact with the Mughals. 

By 1600, the English had established the Brit- 
ish East India Company and developed a com- 
mercial interest in India. In 1615, Sir Thomas Roe, 
an ambassador from England's King James I, ar- 
rived in India and was received in the court of 
Akbar’s son, Emperor Jahangir. Roe obtained sub- 
stantial trading concessions, and the English es- 
tablished a factory at the port of Surat. English, 
and later Dutch, factories in India were self- 
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sufficient walled communities of factors (traders), 
who had their own discipline and cultural tradi- 
tions. These factories, consisting of residences, 
offices, and storehouses in a desired maritime lo- 
cation, were often accompanied by a fort built for 
the factory’s protection. Larger factories, like Fort 
Saint George, became autonomous city-states. 

Through the English factories, the Mughals’ 
chief exports to England were printed cotton 
goods, silk, indigo, spices, saltpeter, sugar, and 
opium. The East India Company, in return, im- 
ported to India European broadcloths, velvets, 
and brocades, clocks and mechanical toys, bul- 
lion, and metals such as zinc, copper, lead, and 
quicksilver. There was also great demand for luxu- 
ries of the English royal court such as jewelry, pic- 
tures, and clothes. The imported artworks had a 
significant impact on the renowned Mughal art. 
They led to the Mughal artists’ use of Western 
clothes, hairstyles, and cherubs, in addition to a 
more realistic depiction of space, architectural 
perspective, and modeling of figures. 

The British company, however, was in direct 
competition with the Dutch East India Company 
for trade with the Mughal empire. The Dutch com- 
pany, a national institution with large financial 
resources and wide powers, sought to monopo- 
lize trade in the East. It ousted the Portuguese in 
Asia and monopolized trade to the east of Java. 
The Dutch bought Indian cloth in exchange for sil- 
ver then traded the cloth to the eastern islands such 
as Java, which had no use for the Dutch silver. 

While they made large purchases in India for 
trade in eastern Asia, the Dutch also bought In- 
dian goods to sell in Europe. They enchanted the 
Indians with novelties such as mirrors, coaches, 
chandeliers, greyhounds, and mastiffs. These 
were used to secure the favor of such emperors as 
Jahangir. As a result of this trade, merchants and 
middlemen at the trade centers in India benefited 
and a portion of the proceeds went to taxation. 

French and Danish trading corporations also 
traded with the Mughals, though not to the ex- 
tent of the Dutch and British. Through this Euro- 
pean trade, the Mughals could acquire whatever 
they desired from Europe and maintained a 
steady inflow of silver, the commodity they re- 
quired the most. 
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DEMISE AND SUBJUGATION 


Although for 180 years the six great Mughals had 
handed down from father to son the magnificent 
empire and its flourishing trade, their forward 
momentum reversed in the eighteenth century. 
During the next 150 years and the reigns of an- 
other eleven Mughal emperors, decline led to 
eventual dissolution. The weakened Mughal ad- 
ministration met with growing disaffection and 
increased militancy on the part of the nobles. Ris- 
ing production and prosperity in the countryside 
made more resources available to zamindars, an 
intermediary social class who performed state du- 
ties locally and received lands in payment. The 
zamindars came into conflict with prominent 
trading groups and the nobility. A series of revolts 
resulted in regional systems of power that became 
successor states. By the eighteenth century, not 
only were the Dutch and British in control of lands 
in and around their trade factories, but also the 
Mughals were beginning to lose conquered ar- 
eas. The flow of long-range trade was badly dis- 
rupted. The traders who were operating only on 
the national level did not survive long. 

The French defeated the Portuguese and the 
Dutch as traders in India. The British, in turn, de- 
feated the French and proceeded to place ame- 
nable rulers on the thrones of India’s many 
weakened principalities. When, in 1788, the 
Mughal ruler Shah ‘Alam II was blinded, the Brit- 
ish East India Company took him under its pro- 
tection and advised him in his conduct of affairs. 
In 1857, Parliament acquired the reigns from the 
British East India Company and ruled India as a 
colony and trading outpost. While trade bolstered 
the Mughal economy and contributed to its splen- 
dor, it also enticed forces, such as the British, that 
were the empire’s eventual downfall. 


Lucinda Hanks Presley 


See also: Colonization; Exploration and Trade; Mercantilism; 
Missionaries; Navigation; Religion; Transportation and Trade; 
Warfare. 
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MULTINATIONAL ENTERPRISE 


An enterprise that controls and produces in 
two or more countries. 


The headquarters (head office or parent com- 
pany) of a multinational enterprise (MNE) is lo- 
cated in its home or source country. Plants owned 
by the MNE that are located abroad are subsid- 
iaries or branch plants located in host countries. 
Usually, an MNE owns or controls a certain per- 
centage of a foreign firm and is subject to gov- 
ernmental regulations set out by the host country. 

Multinationals arise in large part because firms 
seek to expand into other markets. Rather than 
servicing overseas markets through exports or li- 
censing agreements with local producers, MNEs 
find it more profitable to produce abroad. One 
incentive is to avoid high import tariffs set by for- 
eign countries. American firms did just this in the 
latter 1800s and throughout much of the 1900s by 


establishing branch plants in Canada to evade tar- 
iffs created by the Canadian government and ser- 
vice the growing Canadian market. With the 
continuing decline of tariff barriers resulting from 
the General Agreement on Tariffs and Trade, the 
North American Free Trade Agreement, and the 
European Union and other multilateral trade 
agreements, tariffs have become less a factor in a 
firm’s decision to produce overseas. 

Firms can enter foreign markets by acquiring 
local firms or by setting up shop from scratch 
(greenfield entry). Acquisition is more attractive 
to smaller parent companies or when there is a 
perception of high risk in the host market and 
information costs are high. Usually, greenfield 
entry is undertaken by larger, well-established 
firms. When a firm establishes a subsidiary, it 
brings with it employment opportunities, good- 
will, and capital to the foreign host. One of the 
most important transfers is that of technology for 
both product and process. This is especially ben- 
eficial to less-developed countries. On the nega- 
tive side, MNEs also bring with them their home 
culture, which may be at odds with practices in 
the host country. Depending on host regulations 
and the production techniques of the subsidiary, 
MNEs may also have a negative impact on the 
environment. 

While the establishment of foreign branch 
plants replaces home exports of home-produced 
goods and services, in many instances trade can 
increase. Subsidiaries can import raw materials, 
components, and other items from the source 
nation. Host countries can create export process- 
ing zones (EPZs). These geographic areas allow 
hosts to cluster together foreign producers of ex- 
port goods and offer them concessions from taxes, 
tariffs, labor laws, and the like that host govern- 
ments may not want to appeal outright. Foreign 
governments can also subject foreign producers 
to export targets. Countries with experience in 
EPZs include Mexico, Taiwan, and the Philippines 
to name a few. The presence and goodwill of 
MNEs can also encourage host nations to trade 
more with the source country for goods not pro- 
duced locally. 


Hannah M. Stanwick 


See also: Free Trade; Tariffs; World Trade Organization. 
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MYCENAE 


An ancient Bronze Age civilization located in 
south central Greece that prospered from 1400 
to approximately 1125 B.c.e. 


The ancient Mycenaean civilization consisted of 
a group of loosely confederated city-states that 
included Tiryns, Pylos, Thebes, Orchomenus, and 
Mycenae. A monarch ruled in Mycenae. He re- 
lied on the assistance of a well-developed group 
of bureaucrats who maintained precise records 
of land, inventories, commodities bought and 
sold, and distribution of materials. Most of the 
inhabitants of the kingdom were soldiers (since 
the Mycenaeans were warriors) and peasants or 
slaves who worked the land and produced the 
cloth and other items for use or export. 

The Mycenaean rulers engaged in raids 
throughout the eastern Mediterranean and Asia 
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Shown here are the circular royal tombs of Mycenae in southern 
Greece. An early trading civilization of the eastern Mediterranean, 
the Mycenae date from the latter centuries of the second millen- 
nium B.c.£. (Library of Congress) 
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Minor. They conquered the island of Crete and 
attacked the ancient city of Troy—a siege that 
Homer recounted in his Iliad and Odyssey. Hittite 
records reveal that the Mycenaean people also 
attacked areas in the Near East. During these 
raids, they captured slaves that were brought back 
to central Greece to produce the agricultural 
goods later traded throughout the rest of the east- 
ern Mediterranean region from Egypt to Italy. 
The Mycenaean traders exchanged goods 
throughout the eastern Mediterranean region. 
Imported goods included ivory and gold, much 
of which has been rediscovered in the ancient 
burial tombs. Royal women were often buried 
with gold diadems and men with gold masks. 
Other imported goods included ostrich eggs, 
glass, metals such as copper and tin, jewelry (la- 
pis lazuli), and dyes. A fourteenth century B.c.E. 
shipwreck off the coast of Turkey that was des- 
tined for Mycenae included a cargo that contained 
354 copper ingots, blue glass, tin, pottery from a 
variety of regions from the Levant to Egypt, tere- 
binth resin for dyeing, and bronze implements. 
Amber from the Baltic Sea has also been discov- 
ered in Mycenae but was probably used as a me- 
dium of exchange with another civilization in the 
eastern Mediterranean instead of directly be- 
tween the Baltic Sea merchants and Mycenae. 
The demise of Mycenae occurred quickly. Ar- 
chaeologists have discovered that the buildings 
including the Citadel had been burned, which 
leads to speculation that the Sea Peoples or the 
Dorians might have attacked the city and burned 
it. Other scholars argue that a natural disaster such 
as an earthquake or a famine might have resulted 


in the abandonment of the city. Whatever the rea- 
son, Mycenae remained uninhabited from 1200 
B.c.E. until Heinrich Schliemann, an amateur ar- 
chaeologist, discovered it in 1870. Schliemann 
used Homer’s Iliad to pinpoint the location of the 
city. His persistence paid off when he discovered 
the burial tombs of the ancient kings. These tombs 
contained cups, jewelry, pottery, bronze weap- 
ons, and gold items. The tomb of one king yielded 
a thin gold mask that Schliemann believed to rep- 
resent the face of the famous King Agamemnon, 
who had defeated the city of Troy in the Trojan 
War. 

Much of the documentary evidence concern- 
ing Mycenae has been preserved in the Linear B 
tablets found in the ruins. Linear B script re- 
mained untranslated until 1952, when British ar- 
chitect Michael Ventris finally deciphered it. 
Although the tablets yield much about the struc- 
ture of the society and the operation of the pal- 
ace, they do not reveal extensive information 
about trade. The few references that can be found 
mention cloth that was being stored for export. 
Other export items were wine, olive oil, and wool. 


Cynthia Clark Northrup 


See also: Linear B Script; Minoan Civilization. 
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NAPOLEONIC WARS 


Aseries of European wars that disrupted world 
trade between 1806 and 1812. 


The Napoleonic Wars were a continuation of the 
French revolutionary wars, although a brief pe- 
riod of peace, known as the Peace of Amiens be- 
tween England and France, occurred from 1802 
to 1803. Hostilities soon rekindled between these 
two powers, and one of the major reasons for the 
resumption of war was rivalry in trade. 

Napoléon Bonaparte sought to conquer Eu- 
rope, and expand his empire across the Continent. 
The general had been successful in his campaigns 
and battles against the European powers, with 
the exception of Great Britain. The British con- 
trolled the seas, and since the French navy did 
not match that of the English, Napoléon had to 
reconsider his method of defeating them. He 
would do so through economic means by bring- 
ing the “nation of shopkeepers” to its knees. Af- 
ter his defeat at the hands of Lord Horatio Nelson 
at the Battle of Trafalgar in 1805, Napoléon insti- 
tuted the Continental System a year later, which 
set off a form of economic warfare that involved 
most of the world at that time. 

Another possible motive for Napoléon’s intro- 
duction of the Continental System involved his 
attempt to regain markets and sources of supply 
that the French had lost from their colonies 
throughout successive wars and colonial revolts. 
Besides his practical ambitions of both conquer- 
ing England and making France a great industrial 
power, Napoléon remained deeply influenced by 
the principal economic doctrines of the seven- 
teenth and eighteenth centuries: mercantilism and 
physiocracy. He truly believed that France was 
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more capable of withstanding economic warfare 
than England because its wealth was based in land 
rather than in the sea. He was convinced that a 
military power based on agriculture remained su- 
perior to a commercial power based on the 
strength of its navy. 


THE CONTINENTAL SYSTEM 


The Continental System involved a blockade of 
Britain from its European trading partners and 
its colonies. Napoléon wanted to paralyze Brit- 
ain by destroying its commerce. Britain would 
become an isolated nation. 

The Berlin Decree of November 21, 1806, for- 
mally initiated the Continental blockade. In the 
preamble, the decree indicated that England did 
not acknowledge international law, that it treated 
all foreigners as enemies, and that it extended the 
right of capture to merchant vessels, merchandise, 
and private property. The decree itself stated that 
the British Isles “are in a state of blockade, that all 
trade or communication with them is prohibited” 
(Articles 1 and 2). “All trade in British goods is pro- 
hibited and all goods belonging to England or 
coming from her factories or her colonies are de- 
clared to be fair prize, half of their value to be 
used to indemnify merchants for British captures” 
(Articles 5 and 6). The final article stated, “[E]very 
vessel coming from direct ports of Great Britain 
or her colonies, or calling at them after the proc- 
lamation of the decree, is refused access to any 
port on the continent” (Article 7). The significance 
of this decree is that, for the first time, a number 
of actions, which had already been occurring, 
became formalized in law. 

Napoléon issued this decree immediately af- 
ter his victories over the Prussian army at the 
Battles of Jena and Auerstadt on October 16, 1806. 
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Napoléon Bonaparte and Tsar Alexander II negotiate the Treaty of Tilsit in 1807. The treaty proved effective in closing continental Europe to 
British trade. (Mary Evans Picture Library) 


He claimed to be retaliating against the British for 
their blockade of the entire coast of Europe from 
the Elbe River to Brest. He insisted that this Brit- 
ish blockade, illegal and unenforceable, remained 
a paper blockade. According to the emperor him- 
self, this blockade and isolation of Britain was in- 
tended “to conquer the sea by power of the land.” 

Napoléon issued a number of subsequent de- 
crees: the Warsaw Decree, the Milan Decree, the 
Fontainebleau Decree, and the Rambouillet De- 
cree, all of which reiterated and expanded the Ber- 
lin Decree. The Warsaw Decree of 1807 extended 
the Berlin Decree. The Milan Decree, issued at the 
end of 1807, declared that any ship complying with 
the British Order in Council would be considered 
“denationalized” and thus be open to search and 
seizure by the French. The Fontainebleau Decree 
of October 18, 1810, allowed for the seizure and 
burning of any British goods found on the Conti- 
nent. The Rambouillet Decree of March 23, 1810, 
directed against the United States, ordered Ameri- 
can ships sold with their cargo. 


Napoléon believed that Britian’s loss of trade 
and precious metals would ruin English credit 
and destroy the Bank of England. This did not 
happen. The British retaliated against the French 
punitive decrees with their own: these included 
the three Orders in Council (November 11 
through December 18, 1807), which forbade any 
nation that adhered to the Berlin Decree to trade 
with England. The Orders in Council, meaning 
that they were issued without Parliament's con- 
sent, gave the British the right to search the con- 
tents of any neutral ship that landed in Britain. 
The British extended their old 1756 Rule to coastal 
shipping between enemy ports from which En- 
glish ships had been excluded. In effect, this cre- 
ated a counterblockade that affected not only the 
countries allied to France, but also neutrals such 
as the United States. Napoléon responded with 
his Milan Decree, stating that these ships, which 
called into port in Britain and allowed themselves 
to be searched, became British and thus could be 
seized by France. 


Although initially targeted against Britain, the 
Continental System involved all of Europe, in- 
cluding neutral countries as well as Europe’s trad- 
ing partners such as the United States. The 
English bombarded neutral Copenhagen in 1807 
and seized a Danish fleet. Amsterdam, which had 
previously been a major port, declined because 
of the blockade and never regained its previous 
significance. The Russians were also involved and 
had agreed to join the blockade as part of the 
Treaty of Tilsit (July 7, 1807). As part of this peace, 
the two powers agreed that if the Scandinavian 
country of Sweden remained neutral, Russia had 
the right to declare war on it and take Finland as 
compensation. This took place. Prussia stopped 
trading with Britain and closed its ports. The 
Treaty of Tilsit proved effective in closing conti- 
nental Europe to British trade. Relations between 
France and Russia broke down at the end of 1810. 
Tsar Alexander II began opening up Russian ports 
to neutral ships because of the negative impact 
of the blockade on Russian trade. Napoléon in- 
vaded Russia in June 1812. 

Napoléon also became embroiled in a war 
with the countries located in the Iberian Penin- 
sula over the blockade. Portugal had continued 
to import British goods. Napoléon sent his armies 
through Spain to reach Portugal and thus began 
the Peninsular War that lasted from 1808 to 1813. 


THE NAPOLEONIC WARS AND 
THE UNITED STATES 


As far as the United States is concerned, the con- 
flict between Britain and France remained par- 
tially responsible for causing the War of 1812. 
American trade suffered because of the French 
and British embargoes, thus President Thomas 
Jefferson and Secretary of State James Madison 
pushed Congress to pass the Embargo Act on 
December 22, 1807. This act came in direct re- 
sponse to the Chesapeake Affair, in which the Brit- 
ish navy had attacked an American ship and 
impressed American sailors into service. The Brit- 
ish declared that these sailors were not Ameri- 
cans because they had been born before American 
independence. The Embargo Act closed Ameri- 
can ports to foreign trade. This act proved unsuc- 
cessful. Smuggling grew, and the American South 
suffered for the lack of a market for its cotton. 
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Thus, Congress replaced the Embargo Act 
with the Nonintercourse Act on March 1, 1809, 
which opened up American trade to all nations 
except England, France, and their colonies. This 
act also failed, and in 1811 Congress replaced it 
with Macon’s Bill No. 2, which opened up trade 
with Britain and France. It provided for trade 
with both Britain and France unless one of those 
powers rescinded its restrictions; in that case, the 
president received authorization to forbid com- 
merce with the country that had not also revoked 
its offensive measures. Britain did revoke its 
Orders in Council, but by the time the news 
reached the United States, it had already de- 
clared war on Britain. 

The trade wars that accompanied the Napo- 
leonic Wars had a negative effect on the econo- 
mies of all involved. The Continental System, 
which lasted from 1806 to 1812, was never suc- 
cessful. There are many reasons for its failure. 
First, Napoléon broke his own rules by not en- 
forcing the blockade. His Saint Cloud Decree of 
July 3, 1810, regularized licenses to conduct trade 
(prohibited by his earlier decrees). His next de- 
cree, the Trianon Tariff of August 5, 1810, permit- 
ted British colonial goods to enter France, though 
with a payment of a 50 percent ad valorem tax. 
For all intents and purposes, Napoléon himself 
became a smuggler. Napoléon also sold French 
wheat to Britain during this time. The British, for 
their part, also violated their Orders in Council. 
In 1808, the British cabinet obtained the permis- 
sion from Parliament to allow ships to enter block- 
aded ports and to transport goods to them. The 
long-term consequence of the Continental Sys- 
tem was a widening of the economic gap between 
France and Britain. 


Leigh Whaley 


See also: Continental System; Embargoes; Mercantilism; War 
of 1812. 
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NAVIGATION 


Method of determining course and distance 
traveled. 


The history of navigation is not necessarily the 
history of the technological instruments and voy- 
agers who wielded them at significant moments 
in the past. Rather, the importance of the history 
of navigation rests more closely to the shifting 
importance of differing regions of the world. The 
story of modern navigation begins in the Euro- 
pean Middle Ages and matures in the nineteenth- 
century Atlantic and can be viewed as part of the 
age of sail, as its emergence and refinement were 
on the decks of sailing ships. Effectively, the his- 
tory of navigation is the history of the growth and 
changing viability of the uses of the sea and how 
it garnered the West dominance. 


RISE OF MODERN NAVIGATION 


It is difficult to pinpoint the beginnings of the his- 
tory of navigation. Surely, if continuity existed, 
as in antiquity between the Greeks and Romans, 
our markers for a beginning would be different 
since we would be required to trace the ancient 
lineage of trading relations. Consequently, it is the 
nearly simultaneous rise of the Italian trading 
states throughout the Mediterranean and the 
Germanic Hansa in the Baltic by the thirteenth 
century that marks our starting place for the his- 
tory of navigation. 

The emergence of these two hegemonic trad- 
ing powers rested squarely on their command of 
the sea. Ironically, mastery of the sea had been 
elusive for post-Roman Europeans, perhaps rep- 
resentative of Europe’s general implosion. In ef- 
fect, the sea became Europe’s barrier as much as 
the Mongol hordes were in the Middle Ages. Yet, 
by the thirteenth century, Europe, specifically the 
cities of Venice, Genoa, Libeck, Hamburg, 
Rostock, Riga, and Danzig, which had all become 
major entrepdts, reembraced the sea by way of 
Germanic cogs and Italian galleys. 

In the Mediterranean, the Italian city-states 
were empowered to stretch from the Pillars of Her- 
cules, the Strait of Gibraltar, to the shores of the Black 
Sea, and then beyond to the coast of England and 


to the Flemish port of Bruges. In Bruges, the trades 
of the north and south intermingled to ensure the 
consistent and viable exchange of one another’s 
goods. It was perhaps more the regularity ensured 
by the galley fleets of particularly Venice and Genoa 
than it was the creation of double notation account- 
ing that led to the rise of the Italian city-states. In 
the Baltic, the financial strength and the breadth of 
commercial relations were dependent on an array 
of commodities, which helped create the Hanseatic 
League’s dominance. While the creation of finan- 
cial dexterity in the city-states facilitated the com- 
mencement of long-distance trade, the regularized 
use of the magnetic compass by the thirteenth cen- 
tury enabled Europeans to venture beyond the 
sight of land and therefore reshape the seas from a 
barrier of fear into a highway of desire. The mag- 
netic compass, used in the Baltic and the Mediter- 
ranean, ensured that sailors could find land again 
by knowing the relative direction of their destina- 
tions. Coupled with the ancient art of the mariner, 
the ability to associate changes in the composition 
of the seabed to relative position in conjunction to 
relative position as derived by coastal markers and 
currents, the compass enabled voyages of increas- 
ingly longer distances. 

Eventually, the knowledge of mariners was 
written down into ruttiers, or written directions 
to and from certain ports of call. The importance 
of which, while ensuring safety for the mariner, 
was the birth of reliable trade routes as distances 
could now be bridged more consistently, thereby 
expanding the marketplace and creating the con- 
duits of consumerism and its growth. Italian glass- 
ware, Spanish wool, the Asiatic spices of the 
Levant, French wines, and Baltic cod could now 
all flow between the ports of Europe. 

Besides the compass, portolan charts were de- 
veloped in the Mediterranean. The portolan chart 
was the first type of nautical chart developed in 
Europe sometime in the mid-thirteenth century 
and apparently regularized by the close of the 
thirteenth century. Effectively, a portolan chart is 
a map of the relative position of ports of call and 
general shape of the coast, as noted by its bold 
outline and place names written at right angles 
to the coast. The introduction of the chart and 
the compass ensured that Mediterranean sailors 
were armed with the means to conduct intercon- 


necting trade patterns, thereby allowing for the 
consistent interchange of goods and services. Yet, 
as these inventions spurred the growth of the 
Mediterranean powers, their transference to the 
Atlantic states—Spain, Portugal, the Netherlands, 
France, and England—helped ensure the eclipse 
of the Mediterranean as the preeminent European 
trading zone. (The Mediterranean, until the close 
of the seventeenth century, remained the most 
lucrative trading zone for the Europeans. The 
Baltic, while remaining vitally important, never 
was the most lucrative trading zone; rather, dur- 
ing the age of sail, it was strategically important 
as a source of naval stores: wood, pitch, tar, and 
hemp.) 


GLOBAL NAVIGATION 
AND TRADE 


What the trade of the Mediterranean and Baltic 
city-states encouraged was the ever-expanding 
possibilities of sea travel. If one could conduct prof- 
itable trade throughout Europe, then why not go 
beyond its shores? Could the fabled spices of the 
Orient be seized? Therein lies the backdrop to the 
history of navigation and, coincidently, the birth 
of Western dominance, since “where there is a will 
there is a way.” When Portuguese voyagers be- 
gan exploring along the shores of Africa in the fif- 
teenth century, searching for gold and Prester 
John, they started to help refine navigational 
knowledge. By the beginning of the sixteenth cen- 
tury, with the Portuguese reaching India and the 
Spanish reaching the Americas, new navigational 
innovations had developed to ensure the “discov- 
ered” was viable. Viable, in that discovery was only 
important and merited if you could return to a 
place and wished to (i.e., that there was a reason 
to return—knowledge was good, but returning 
was usually a financially induced question). 
Hence, while natives knew this, that, or the other, 
the Europeans’ proclamations and recurrent vis- 
its to a certain location marked its discovery. 

The most notorious example of this is the case 
of the Bristol and Breton fishermen. It is com- 
monly held that these sailors were regularly vis- 
iting American waters throughout the fifteenth 
century as their cargos of cod suggest, but their 
refusal to proclaim it left the discovery of the 
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Americas to another. Still, the age of reconnais- 
sance, as the fifteenth to the seventeenth centu- 
ries is commonly referred to, witnessed the 
European “discovery” of the globe, accomplished 
on the backs of mariners, from the monies of an 
expanding marketplace, and with instruments 
created to do so. 

As the portolan chart and magnetic compass 
in conjunction with local knowledge ensured po- 
sition, how then did mariners begin to know their 
relative position outside of their “local” territo- 
ries? The “invention,” or refinement for nautical 
purposes, of the cross-staff and quadrant helped 
fix relative latitudinal position. And, since mari- 
ners were forced to stretch their knowledge ba- 
sis, So, too, were they forced to learn mathematics 
and to become literate to meet the growing needs 
and desires of Europeans. In fact, both Spain and 
Portugal institutionalized their knowledge of the 
globe by creating specific governmental agencies 
responsible for oversight, such as Spain’s Office 
of the Pilot Major and its pardon real (master map). 
Again, as earlier innovations knit European trade 
and consumer patterns closer together, the col- 
lective refinement of the heretofore nautical in- 
struments helped create European outposts 
throughout the globe, that through time became 
more than colonies and independent states but 
the basis for interdependent trading patterns. 

Thus, the evolution of interdependent trad- 
ing patterns on a global scale, rather than the pre- 
existing intercontinental patterns that had 
become the norm in Europe and had seemingly 
always been the case in Asia, represents the next 
phase of the history of navigation. By the seven- 
teenth century, Spanish and Portuguese imperial 
aspirations had peaked and the importance of the 
north European states of England, France, and the 
Netherlands had arisen in terms of navigation. 
France wanted to check the rise of the Spanish 
Hapsburgs, especially after Spain swallowed Por- 
tugal in 1580, the Netherlands wanted indepen- 
dence from Spain, and England wanted whatever 
prestige it could muster. The Mediterranean, un- 
til the rise of the Atlantic states in the seventeenth 
century, was the hard-sought arena wherein the 
rise to wealth and power were possible. Still, the 
expansion and growth of the Americas created a 
vast new arena where the previously peripheral 
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trading nations could vie for positioning. Hence, 
the rise of sanctioned and unofficial piracy in the 
sixteenth century, and colonies in the seventeenth 
century throughout the Americas were a new 
means to seize power, one that soon usurped the 
Mediterranean’s importance. 

The birth of the Atlantic trade and its poten- 
tial also included innovations. The hallmark of the 
rise of the Atlantic states and the creation of anew 
and vitally important trade network was the evo- 
lution of the ship. Reaching back into the early 
voyages of the Portuguese sailing down the coast 
of Africa and into Asia was the development of 
the carvel. A carvel, a small but much more ma- 
neuverable ship, depended on the introduction 
of the lanteen rig, or triangular sail, to ensure its 
greater maneuverability and hence survivability 
and functionality. From which, the Spanish 
quickly developed the galleon that became the 
workhorse of its trades connecting Spain to Cen- 
tral America and then Central America to the 
Philippines and back again. In controlling Mexico 
and Central America, Spain was able to create an 
East-West trade route that garnered it regular 
shipments of Asiatic goods purchased with 
American gold, both of which also serviced Span- 
ish and European consumption. 

The galleon provided the Spanish with a reli- 
able, if somewhat slow, defensively minded ship 
that could easily be converted into a naval vessel. 
During the mid-sixteenth century, the French, 
English, and Dutch all focused on defensive ships, 
but sought more speedy and versatile ships. Spe- 
cifically, the English developed the race-built gal- 
leon as a speedier vessel that could easily convert 
into a naval vessel, and by the end of the century 
the Dutch began building the fluit and the her- 
ring buss, both of which were designed for opti- 
mum cargo space for specific trades with minimum 
hands. 

Yet, the revolution in shipping was not so much 
in the construction of ships, rather, it was in the 
design of ships. By the mid-sixteenth century, En- 
glish shipbuilders began sketching their intended 
ship designs in addition to the age-old carvings 
from which shipwrights envisioned their creations. 
The birth of naval architecture, as it is now called, 
allowed the North Atlantic states to develop and 
refine their shipping needs accordingly with fewer 


problems than before. Of course, innovations in 
rigging, armaments, and nautical instrumentation 
also continued to develop (the epitome of the sail- 
ing vessels were the clipper ships developed in the 
nineteenth century, while steamships were simul- 
taneously refined to surpass them). 

With advances in technology, Europeans 
slowly encompassed the globe to suit their de- 
sires and needs. In the wake of discoveries, Euro- 
pean outposts and settlements were created to 
meet the financial expectations of distance voy- 
ages. The initial desire for Asiatic spices was met, 
but so were vast gold and silver mines found in 
the Americas, along with innumerable heretofore 
“unknown” commodities that would enrich the 
lives of Europeans. From potatoes to blackberries, 
Europeans benefited from exploration and settle- 
ment. The ability to exploit the possibilities of the 
globe for European ends was achieved by way of 
the skills of its mariners, who had only recently 
ventured forth into the open waters of the Atlan- 
tic. Within two and a half centuries, however, 
Australia, the Americas, the islands of the South 
Pacific, and thousands of new places were 
charted. Still, voyages were arduous. As thou- 
sands of places were “found,” so, too, were many 
more thousands of mariners lost to the sea. 

To confront the oceans of the world, mariners 
embraced and refined the new technologies of the 
sixteenth century. By the close of the seventeenth 
century, rigging, charts, and instrumentation had 
been greatly improved. The back staff, atlases of 
pilotage charts, and hull construction had coa- 
lesced to improve the voyages of men. Voyages 
were shorter and less hazardous than in the pre- 
vious decades. The sheathing of hulls with cop- 
per in the eighteenth century helped to prevent 
decay and promote improved timeliness. More- 
over, the quadrant had been refined to its 
penultimate state: the sextant—a device that was 
both simple and highly accurate. 

Yet, perhaps the most important development 
in the eighteenth century and perhaps even in the 
history of navigation was John Harrison’s inven- 
tion of the chronometer. Until its invention and 
refinement in the latter eighteenth century, mari- 
ners had only been able to affix relative longitudi- 
nal position alongside accurate latitudinal position, 
thus, they had never known with any certainty 


their global position until they arrived at a recog- 
nizable point. Harrison’s chronometer, however, 
provided mariners the means to keep accurate time 
relative to an exact longitudinal position (Green- 
wich meantime). Clearly, by the end of the eigh- 
teenth century, with outposts and colonies 
throughout the globe and with overall technologi- 
cal superiority over the peoples of the world, Eu- 
ropeans had become the most dominant peoples 
on the planet (led by Britain and France, with Ger- 
many and Russia in the nineteenth century). 


NINETEENTH CENTURY 


The nineteenth century continued to witness the 
development of European prowess through the 
Industrial Revolution. To be noted, however, is 
the fact that by the mid-nineteenth century many 
European colonies had become independent and 
thus had birthed the idea of the West beyond 
purely European waters, since European ideolo- 
gies were immersed within the ideologies of new 
countries—particularly in the Atlantic. As the In- 
dustrial Revolution spread, the mechanization of 
production and transportation also spread, and 
by the close of the nineteenth century, the New 
World had begun to eclipse the Old World, 
though both were firmly a part of the West. 

Accordingly, the nineteenth century wit- 
nessed the crucially important refinements in 
lighthouses, hulls, and locomotion. Of course, the 
epitome of the Industrial Revolution is the mass 
production of steel and the invention of steam 
power. Combined, these new innovations birthed 
railways and steamships. At first, the introduc- 
tion of steam power to ships was an addition to 
the sail, but as steam engines became more pow- 
erful and as paddle wheels became obsolete in 
lieu of the propeller, masts, sails, and rigging fell 
away from the silhouettes of ships at sea. Further- 
more, the wooden hulls of the past morphed into 
steel hulls as engines became powerful enough 
to push heavy hulls through the water. During 
the nineteenth century, coal fueled the engines 
of the steamships that continued to regularize 
trade throughout the world. Much like the Vene- 
tian galleys of the past, steamships ensured that 
schedules could be met, and the growth of the 
marketplace followed accordingly. 
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Still, “going to sea” changed little, as ports re- 
mained the same. Although seaways leading into 
harbors had to be dredged to allow ever-bigger 
ships entry into port, the size of ships was still 
not so great as to witness the decline of the vast 
majority of the ports and towns of the past (that 
would come in the mid- to late twentieth century 
with supertankers and containerization). The stor- 
age of cargo ashore and aboard ships remained 
the same, individualized for each destination and 
stowed so as to ensure safe ballast (before con- 
tainerization, goods were stowed in accordance 
to their individual size and weight, not in a uni- 
form container). Of course, as shipping grew ex- 
ponentially to meet the demands of markets and 
expansionism, navigational aids continued, par- 
ticularly along the coasts in the form of the con- 
struction of lighthouses. During both the 
eighteenth and nineteenth centuries, particularly 
in the nineteenth century, lighthouses became a 
means to afford ever-improving safety at sea. 


CONTEMPORARY NAVIGATION 


Today, ports, ships, and navigation are radically 
different. Global positioning systems provide pin- 
point accuracy of ships’ locations anywhere in the 
world by way of electronic signals mapped by 
satellites circling the planet. Few ports of the past 
remain as import and export centers, as the old 
warehouses of London, Amsterdam, and Venice 
(and innumerable others) have been converted 
into shopping centers and residences. 

During the 1970s, two new technological in- 
novations radically altered the landscape, and sea- 
scape, of the maritime world: container ships and 
superships (tankers and cargo ships). Container- 
ization did away with warehouses and their 
wharf culture, while supertankers and cargo ships 
(laded with containers) became so large as to re- 
quire new facilities. Hence the decline of old ports 
and the construction or remodeling of new ports 
to facilitate the new bigger ships. The size of these 
new ships also made obsolete the Suez and 
Panama Canals, which had reduced the time to 
transport goods by slicing through Central 
America and Africa. Still, as coal was replaced by 
oil in the early twentieth century, and engines are 
no longer powered by steam, ships have become 
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dramatically faster. In the days of sail, a return 
voyage to Australia from Europe took well over a 
year, in the nineteenth century the return voy- 
age was under six months, and by the 1970s a re- 
turn voyage took under twelve weeks. 

What all the technological innovations since 
the Europeans’ first forays into the oceans of the 
world in the fifteenth and sixteenth centuries 
have accomplished is globalization. Markets now 
depend on goods from around the world. At first, 
the desires of the wealthy sent voyagers across 
the oceans in search of cinnamon. Now, however, 
bananas, one of cheapest fruits in a grocery store, 
are shipped from South America around the 
world. Truly, a globally dependent marketplace 
of consumer habits has evolved and still depends 
on the sea. From sail to steam and to satellites, 
mariners have refined their ships and instruments 
to meet the needs of the market. The story of navi- 
gation is as much about voyages of discovery as 
it is the story of our desire for new things. 


Alistair Maeer 


See also: Cross-Staff; Ships. 
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NAVIGATION LAWS 


Acts regulating English trade and shipping. 


The Navigation Laws were a series of regulations 
that governed England’s merchant trade and 
shipping during the development of its world- 
wide empire in the seventeenth and eighteenth 
centuries. These acts determined the nationality 


Britain’s Navigation Laws of the 1600s were a direct threat to Dutch 
domination of the merchant trade and led to three wars between 
England and the Dutch Republic, in 1652, 1665, and 1672. Shown 
here are typical Dutch traders’ galleons of the period. (© North Wind 
Picture Archives) 


of vessels and crews and specified the destina- 
tions to which certain “enumerated articles” or 
listed items could be shipped. High tariffs on vari- 
ous goods and an intricate system of bounties on 
favored exports were part of the system as well. 
Finally, growing industries in one part of the 
empire that directly competed with similar indus- 
tries in another part of the empire were strictly 
prohibited. 

While the first laws governing the merchant 
trade and shipping were laid down during the 
reign of Richard II in the fourteenth century, the 
Navigation Laws that shaped the development 
of the British empire in early modern times were 
enacted under the protectorate of Oliver Crom- 
well. By the middle of the seventeenth century, 
English businessmen and politicians alike had 
become alarmed by the rapid growth of the Dutch 
merchant trade. After winning its independence 
from Spain, the Dutch Republic had built a mer- 
chant fleet of more than 10,000 vessels, along with 
a powerful navy to protect it. Ships from the Neth- 
erlands dominated the coastal trade in much of 
western Europe, including France and England. 
Dutch trading posts had been established in In- 
dia, South America, and the East and West Indies, 
and on the island of Manhattan in the Hudson 
and farther north along the river at Fort Orange. 
Vessels from the Netherlands had become the 
main carriers of goods between many European 


nations and their growing overseas empires. A 
large portion of the products traded between En- 
gland and its colonies in Virginia, Maryland, and 
New England made their way across the Atlantic 
in Dutch ships. 

The first Navigation Laws were enacted un- 
der Cromwell's rule between 1649 and 1651. The 
acts barred all foreign ships from the English 
coastal trade. Foreign ships were also barred from 
trading with English colonies unless they had 
obtained a special license. Goods imported into 
England had to be carried on English ships or on 
ships directly from the country of a given 
product's origins. The newly enacted Navigation 
Laws were a direct threat to the domination of 
the merchant trade by the Netherlands and led 
to three wars between England and the Dutch 
Republic, in 1652, 1665, and 1672. 

During the reigns of Charles II and his brother 
James II, ever more stringent Navigation Laws 
were passed to strengthen England’s hold on 
trade and shipping within its own burgeoning 
empire. The Navigation Law of 1660 declared that, 
after December 1 of that same year, no goods 
could be imported to or exported from any cur- 
rent or potential English colony in Asia, Africa, or 
America unless shipped in an English vessel that 
had an English captain and three out of four sail- 
ors who were also English. The law listed enu- 
merated articles that must be shipped from the 
colonies directly to England before being shipped 
and sold elsewhere. The original list included to- 
bacco, sugar, cotton, ginger, and indigo and other 
dyes. 

By the early eighteenth century, the list of 
enumerated articles had grown to include naval 
stores, hemp, rice, molasses, beaver skins, furs, 
and copper ore. Other items such as coffee, pi- 
mento, coconuts, whale fins, raw silk, hides and 
skins, and pot and pearl ash were later added as 
part of the Sugar Act of 1764. Related acts were 
also passed requiring that goods heading across 
the Atlantic to the colonies must first stop in En- 
gland to pay duties before heading to the New 
World. Provisions for posting bonds, registering 
vessels, and appointing customs officials to over- 
see the system were enacted as well. 

Throughout the late seventeenth and early 
eighteenth centuries, most American colonists ap- 
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preciated the positive effects that the Navigation 
Laws had on their livelihoods. Shipbuilding 
boomed in Massachusetts and Rhode Island es- 
pecially. Since the colonists were considered En- 
glishmen under the provisions of the Navigation 
Laws, captains sailing from Boston and Newport 
soon dominated much of the trade on the Atlan- 
tic. The laws also helped colonial growers of enu- 
merated articles by ensuring them a steady market 
for their goods as well as granting them access to 
an established credit system with the mother 
country. Enumerated items like tobacco were fur- 
ther helped by regulations that prohibited the de- 
velopment of competing products within the 
empire. Tobacco, for example, could be grown in 
the American colonies, but was banned from cul- 
tivation in England, Ireland, and the Isle of Guern- 
sey. Equally important, the Navigation Laws 
established bounties or direct payments for sev- 
eral items, including naval stores, lumber, barrels, 
raw silk, hemp, and indigo. 

Colonial opposition to imperial controls on 
trade and shipping grew after the middle of the 
eighteenth century. As part of the overall system 
of regulating commerce throughout the empire, 
Parliament had passed a series of laws to encour- 
age manufacturing in England. The Wool Act of 
1699 banned the export of woolen cloth from a 
colony if carried by water. The Hat Act of 1732 
placed a similar ban on exports of beaver hats. 
The Iron Act of 1750 outlawed the construction 
of iron mills that employed the latest improve- 
ments in technology. Many colonists in New York 
who manufactured hats and in Pennsylvania and 
Virginia who ran iron mills opposed the restric- 
tions on their growing industries. 

Protests against the regulation of trade and 
shipping increased dramatically after the conclu- 
sion of the French and Indian War. Once the 
Treaty of Paris was signed in 1763, Prime Minister 
George Grenville took greater control of the colo- 
nies by implementing several measures, includ- 
ing a more active enforcement of the Navigation 
Laws. American smugglers who ignored the laws 
would be captured and tried by British naval of- 
ficers in the vice admiralty courts. When Parlia- 
ment took the further step of laying internal taxes 
on the colonies, the Americans rose in open re- 
volt against an imperial system that had been 
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governed by the Navigation Laws for more than 
a hundred years. 


Mary Stockwell 


See also: Mercantilism. 
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NETHERLANDS 


A kingdom located in northwestern Europe. 


The Netherlands was formed at the Congress of 
Vienna in 1815 to comprise the Dutch United 
Provinces and the provinces formerly known as 
Austrian Netherlands. However, in 1830 the lat- 
ter seceded, forming the Kingdom of Belgium. 
The Netherlands subsequently remained an in- 
dependent kingdom except for the period of Nazi 
German occupation from 1940 to 1944. 

From the onset of its independence, the Neth- 
erlands pursued a liberal trade policy, there being 
only a handful of European nations with low im- 
port tariffs in the 1860s. Under King William III, 
the Netherlands enjoyed a period of commercial 
and industrial expansion. During the European 
free-trade interlude of 1860-1879, the Netherlands 
reduced its import duties even further. Even after 
its end and the return of the European protec- 
tionism in the late nineteenth century, the Neth- 
erlands remained one of the few open economies 
on the Continent with a weighted average import 
tariff on manufactured goods of only 3 to 5 per- 
cent. Its liberal trade position was in part explained 
by its highly successful export industries. For ex- 
ample, the country specialized in importing over- 
seas commodities such as sugar, tobacco, and 
chocolate and then reexporting them to Germany, 
France, and other European nations. 

In the two decades preceding World War I, 
over a quarter of all national income in the Neth- 
erlands came from exports, and it was the most 
open market on the European continent. Although 
neutral in World War I, the Dutch economy suf- 


Under King William III (1849-1890), the Netherlands enjoyed a 
period of commercial and industrial expansion. (Library of Congress) 


fered from its effects. The decline in global trade 
in the Great Depression and the Nazi occupation 
left the country impoverished by the time it was 
liberated in 1944. 

The Netherlands became an early participant 
in the formation of a European trade union, join- 
ing Belgium and Luxembourg in a customs union, 
known as Benelux in 1958, which served as a model 
for the latter European common market. As a 
founding member of the General Agreement on 
Tariffs and Trade (GATT) and as a member of its 
successor, the World Trade Organization (WTO), 
the Netherlands continues to maintain a liberal 
trade regime with low tariffs and high market ac- 
cess. Although it is officially represented at the 
WTO by the European Union, the Netherlands re- 
mains an avid advocate of free trade in that forum. 


Today, the Netherlands is a highly industrial- 
ized country with a population of over 16 mil- 
lion. It has an impressive trade turnover: in 2001 
it had an estimated $214 billion in exports and $195 
billion in imports annually, putting it among the 
world’s top ten exporters and top dozen import- 
ers. Most ofits exports were foodstuffs, petroleum 
and fuel products, machinery, textiles, and equip- 
ment. In fact, the Netherlands is the world’s third- 
largest exporter of agricultural goods. The coun- 
try imports mostly clothing, chemicals, fuels, and 
transport equipment. While almost 78 percent of 
its exports go to and 56 percent of its imports come 
from European Union countries, the rest of the 
trade is primarily with central and eastern Europe 
and the United States. Rotterdam remains one of 
the world’s busiest ports, and the country’s mer- 
chant marine fleet is still among the largest in the 
world. 


Mikhail S. Zeldovich 


See also: Dutch. 
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NEW IMPERIALISM 

The period from 1870 to 1914 in which indus- 
trialized nations sought to control less- 
developed countries primarily in Africa and 
Asia, exploit the natural resources in these 
regions, and dominate new markets where 
little competition existed. 


The period of new imperialism differs from the 
old imperialism, or what some refer to as the mer- 
cantile system, in a number of ways. Instead of 
competition developing among Great Britain, 
France, and Spain, new imperialism witnessed 
the introduction of new key players on the inter- 
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national scene, such as the United States, Ger- 
many, Japan, and Italy. During the age of mer- 
cantilism, immigration from the mother country 
to the colonies occurred on a wide scale, but dur- 
ing the period of new imperialism, relatively few 
Europeans immigrated to areas within the new 
empire. 

Economists debate the cause of new imperi- 
alism and have developed a number of theories. 
With his accumulation theory, British economic 
historian J.A. Hobson argues that the surplus of 
capital accumulated after the second Industrial 
Revolution, combined with a restricted home 
market brought on by the concentration of wealth 
in the hands of relatively few people and the 
masses with no money to purchase the vast out- 
put of industry, forced capitalist businessmen to 
seek opportunities in foreign markets with lim- 
ited competition, low-wage workers, and an 
abundance of raw materials. 

While this theory might be accepted for Great 
Britain and France, it would not hold true for 
countries such as the United States, where the 
government was forced to borrow capital, or in 
Italy, where little surplus capital existed. In addi- 
tion, in many cases the costs exceeded the eco- 
nomic benefits derived from the occupation of 
foreign lands. Immanuel Wallerstein used his 
world-systems theory to explain how capital from 
the center gradually moved to the periphery (less- 
developed nations). The semiperipheral nations 
(Germany, United States, and Japan) used high 
tariff barriers to challenge Britain’s dominance 
over world trade. International rivalries devel- 
oped as each nation scrambled to become a great 
power. 

Historian Bernard Porter, following Waller- 
stein’s theory further, states that the British in- 
volvement in this new imperialism demonstrated 
the weakness and ineffectiveness of British busi- 
ness and administration. Britain’s outmoded fac- 
tories and reluctance to develop new industries 
such as steel placed the country in a disadvan- 
taged position compared to Germany and the 
United States. 

During the late eighteenth and early nine- 
teenth centuries, the great empires of Europe 
(Britain, France, and Spain) lost many of their 
former colonies. Britain lost the United States af- 
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ter the Revolutionary War. The French lost their 
colonial possessions in North America and the 
East during and after the French Revolution and 
the Napoleonic Wars. Spanish colonies in the New 
World declared their independence during the 
Napoleonic Wars as well. Brazil, the only West- 
ern Hemisphere colony of the Portuguese, became 
free in 1822. During the period from 1815 to 1870, 
the only major power that expanded control over 
new regions was France. Portions of North Africa 
and some regions in Southeast Asia fell under 
French control during his period. 

By 1870, most Europeans denounced the idea 
of colonies. But yet, within just a few years pub- 
lic support for new imperialism was rampant. 
Several social and cultural changes occurred 
within a relatively short period that explain this 
shift. First, Europe was experiencing a tremen- 
dous amount of internal tension brought about 
by the introduction of new political groups such 
as the socialists, who threatened the traditional 
capitalist system. Charles Darwin and his theory 
of evolution dismissed traditional religious ac- 
counts of creation and spawned such movements 
as biblical criticism, which directly challenged the 
faith of many people. 

Cultural changes were also transpiring. 
Many nations had espoused humanitarian 
causes such as the antislavery movement, edu- 
cation, the “rights of man,” and medical missions 
that they sought to export to less-developed na- 
tions. Christian missionaries such as David 
Livingston and John Patteson sought to convert 
non-Christians and to blaze a path for commerce. 
The development of the social sciences, such as 
anthropology, led to the development of the 
“white man’s burden” argument. Social Darwin- 
ism dictated the survival of the fittest—with the 
European culture obviously, in their minds, be- 
ing the fittest. These factors, along with the po- 
litical considerations, drove international rivalry 
during this period. 

When the rush for control over regions that 
remained free from European domination com- 
menced, regions, and even a continent, were di- 
vided among the competitors. Britain added 
South Africa, Zimbabwe, Kenya, Nigeria, Egypt, 
Sudan, Burma, Malaysia, New Guinea, Borneo, 
Tonga, the Solomon Islands, and Cyprus to its em- 


pire. The French took the Ivory Coast, Madagas- 
car, most of Saharan Africa, Tunisia, Morocco, Viet- 
nam, Cambodia, Laos, Tahiti, and New Caledonia. 
Germany controlled the Cameroons, Tanzania, 
Namibia, Marshall Islands, and Samoa. Italy took 
Libya, but failed to conquer Ethiopia. Russia in- 
corporated Central Asia and Manchuria into its 
empire. Japan invaded Korea and Taiwan and 
won Manchuria after the Russo-Japanese War in 
1905. Belgium took Zaire, and the United States, 
at the conclusion of the Spanish-American War 
in 1898, possessed the Philippines, Puerto Rico, 
and Guam besides Hawaii, which had been ac- 
quired earlier. The British controlled 30 percent 
of the continent of Africa, followed by France with 
15 percent, Germany with 9 percent, Belgium 
with 7 percent, and Italy with 1 percent. While 
the continent of Africa was divided among the 
European powers, no one power could dominate 
all of China. Instead, nations developed “spheres 
of influence” throughout China. 

The second Industrial Revolution, high tariff 
barriers, the existence of monopolies, the plight 
of laborers, and several small depressions fueled 
the desire for overseas expansion. New imperial- 
ism was also a factor in the international tensions 
that developed within Europe before the outbreak 
of World War I. 


Cynthia Clark Northrup 
See also: Imperialism; World War I. 
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NILE RIVER 


The world’s longest river, located in northeast- 
ern Africa; it became the center for trade in 
the region from ancient times to the present. 


The Nile River’s tributaries emerge in Central 
Africa and meet in Sudan, ultimately forming the 
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The world’s longest river, the Nile, is unimpeded over the course of its first several hundred miles, which facilitated both trade and political 
integration along its course. Shown here is a late nineteenth-century trading vessel near the Egyptian capital of Cairo. (Library of Congress) 


world’s longest river. The Blue Nile begins in the 
highlands of Ethiopia; the White Nile’s origins can 
be found in Lake Victoria and the rivers flowing 
into it. These major tributaries merge at Khar- 
toum. Although now constrained by the Aswan 
High Dam, the river flows along the length of 
Egypt through a valley approximately six miles 
wide. The final 100 miles of the river’s course, the 
Nile Delta, is an area of great historic and agricul- 
tural importance. The Nile ultimately empties into 
the Mediterranean Sea, providing an influx of 
freshwater essential to the maritime ecology and 
fishing industry of the eastern Mediterranean 
basin. 

In the process of this physical journey, the Nile 
weaves a dense tapestry of human history and 
international trade along its entire course. Stretch- 
ing 4,160 miles, the Nile remains a central fact of 


life for many African states. Now, ten nations com- 
prise the Nile River basin (Burundi, Democratic 
Republic of Congo, Egypt, Eritrea, Ethiopia, 
Kenya, Rwanda, Sudan, Tanzania, and Uganda), 
with each nation depending on the river to a vary- 
ing degree. For example, the Nile furnishes most 
of Sudan’s electricity and generates a substantial 
portion of Egypt's national income. 

Although the actual dates for the earliest hu- 
man habitation along the Nile River valley con- 
stitute a debate among archaeologists, most 
evidence suggests that human activity in the Nile 
valley steadily increased in response to a chang- 
ing North African climate around 5000 B.c.z. The 
drier, more arid climate forced many peoples into 
the valley and the Nile River’s life-sustaining 
embrace. Although increasingly complex irriga- 
tion systems, maintained through arduous 
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human labor, augmented the natural irrigation 
and soil replenishment processes provided by the 
Nile’s annual floods, the annual floods sustained 
agriculture throughout the valley with a mini- 
mum of human intervention for thousands of 
years. According to John R. McNeill, the Nile was 
acentral axis of economic activity, ultimately chan- 
neling the runoff from seasonal rains on the Ethio- 
pian plateau into agricultural produce for Egypt 
and regional markets. Besides irrigating crops, the 
floods deposited about one millimeter of topsoil 
annually throughout the Nile valley and river 
delta. 

The confluence of the Nile River and the 
unique geology of the Nile valley helped sustain 
high agricultural yields for centuries, helping 
Egypt avoid the fate of ancient Mesopotamia and 
other irrigation-dependent agricultural regimes, 
that is, waterlogging and increased soil salinity. 
As aconsequence, the river’s fertile alluvial plains 
along the length of the Nile valley provided sus- 
tenance for both slave and pharaoh. Additionally, 
the Nile Delta became the breadbasket of the east- 
ern Mediterranean and North Africa, providing 
these areas with various grains, legumes, sugar, 
and other commodities. Finally, the Nile’s basic 
north-to-south orientation facilitated both trade 
and political integration along its course. 

Although the river’s many cataracts pre- 
cluded sustained commerce along its length, 
trade between the cataracts, interacting with 
land-based commerce, was an essential feature 
of the Nile River as early as the third millennium 
B.c.E. In short, the Nile River was a thoroughfare 
for international trade. The northward, down- 
stream path enabled goods from central Egypt 
to reach the Delta and the Mediterranean world 
beyond. Similarly, prevailing winds out of the 
northeast for much of the year supported up- 
stream river commerce into Sudan and the trade 
networks beyond. Attempts to link the Nile, and 
subsequently the Mediterranean, with the Red 
Sea and the Indian Ocean basin occurred spo- 
radically throughout ancient Egypt's history and 
met with varying degrees of success. Nonethe- 
less, at various points during this period, Egypt, 
by way of the Nile, had direct access to both the 
Mediterranean and the Red Sea. This access en- 
hanced Egypt's status as a crossroads of world 


commerce by greatly extending the range of 
Egypt's maritime trade. 

Human attempts to alter the Nile’s course and 
to attenuate annual flooding gradually increased 
over the centuries and reached a critical mass 
during the Ottoman period, particularly under 
the aegis of Muhammad Ali in the early nine- 
teenth century. His decision to increase irrigation 
in support of cotton, maize, and other export com- 
modities for international markets had profound 
implications. Egyptian’s new position in a world 
economy could not withstand the uncertainty or 
irregularly of the Nile’s floods. Consequently, 
Muhammad Ali ordered the construction of a se- 
ries of irrigation systems and flood-control bar- 
rages that greatly altered Egypt's long-standing 
environmental relationship with the Nile. Simi- 
larly, in the late nineteenth and early twentieth 
centuries British colonial administrators adopted 
a similar course in attempting to regulate and or- 
chestrate the Nile River’s relationship with the 
Egyptian economy. 

The opening of the Aswan High Dam in 1971 
greatly altered the Nile’s impact within Egypt. Al- 
though smaller dams on various points along the 
river’s course in Egypt had moderated annual 
floods, the Aswan High Dam profoundly altered 
many aspects of the Nile River even as it ener- 
gized the Egyptian economy. Plentiful hydro- 
electric power fueled Egyptian factories that 
produced manufactured goods for both Egyptian 
and international markets. 

However, the greatly reduced river flow and 
absence of alluvial silt to replenish farmlands 
forced Egypt to turn to chemical fertilizers in an 
attempt to bolster flagging agricultural produc- 
tion. Also, the Nile’s greatly reduced flow facili- 
tated both the erosion of the Nile Delta and the 
intrusion of saltwater, thereby further reducing 
the Delta’s agricultural output. Finally, the Nile’s 
reduced freshwater flow into the Mediterranean 
devastated Egypt's sardine and shrimp industry 
and further altered the region’s marine ecology 
with potentially significant consequences for the 
fishing industry throughout the region. 


Robert Rook 


See also: Aswan High Dam; Egypt. 
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NINEVEH 


The ancient capital of the Assyrian empire, 
located on the Tigris River. 


Sir Austin Henry Layard discovered the remains 
of Nineveh in the autumn of 1847. The ruins lay 
quietly nestled about 1,500 yards from the banks 
of the Tigris River, just across from the city of 
Mosul, Iraq. Layard first uncovered the palace of 
Sennacherib, the king of Assyria, who ruled in 
the mid-seventh century B.c.£. According to 
George Smith, the southwestern inner city wall 
was 2.5 miles long. It joined the northwestern 
inner city wall, which was a shorter 1.3 miles long. 
The Old Testament describes Nineveh as an “ex- 
ceeding great city of three days’ walk across” and 
built by Nimrod. Of course, this was not the in- 
ner city wall, but the entire district of Nineveh 
that was probably thirty to sixty miles across. 
Sennacherib moved the capital of Assyria from 
Dur Sharrukin to Nineveh and set himself to build 
a city unrivaled by any other in the ancient Near 
East. 

Near the headwaters of the Tigris River, 
Nineveh functioned as a gateway from the moun- 
tains to some of the most fertile plains in the Near 
East. The city was the capital of the Assyrian 
people from the late eighth century to its destruc- 
tion by the Medes and Babylonians in 612 B.c.£. 
Sennacherib left a history of the city on a cylin- 
der dating his expedition to the city of Tarsus. He 
describes Nineveh as having around fifteen main 
gates situated in the city wall, five of which have 
been excavated. Each gate was guarded by two 
huge lamassu (human-headed-and-winged 
bulls). The inner city wall overlooked a planta- 
tion, which is said to have yielded plants from 
around the entire Near East, but especially wheat, 
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barley, and grapes. The plantation was sustained 
by acomplex system of conduits that watered the 
fields year round, the largest was called the Jerwan 
Aqueduct. The aqueduct redirected the Khosser 
River to Nineveh and is one of the earliest ex- 
amples of such a structure. Part of the aqueduct 
system, an ogival arch, still remains today in 
Jerwan, Iraq. 

Sennacherib is responsible for beautifying 
Nineveh and bringing the capital into promi- 
nence. He built large botanical gardens for walk- 
ing and even established a zoo. At that time, 
Nineveh was second to none and was considered 
the greatest city in the world for nearly 200 years. 
Nineveh functioned as the hub for world trade. 
Located at the crossroads between India and the 
Mediterranean world, Nineveh was visited by 
merchants who regularly sold their goods in the 
city. The Tigris River was a waterway for boats 
with goods for trade. Pepper and spices from In- 
dia were transported across the Indian Ocean and 
transshipped up the Tigris and were either sold 
for consumption in Nineveh or shipped to points 
west. Caravans made their way to Nineveh to 
trade their goods as well. Nineveh’s merchants 
traded silk, blue fabric, and embroidery in ex- 
change for spices and peppers from the East. 

Sennacherib also left an account of his siege 
of Jerusalem in 701 B.c.£., which is carved in cu- 
neiform characters on large stone structures in the 
entrance to his palace. Sennacherib records that 
he did not take Jerusalem, which echoes the bib- 
lical account in II Kings 18-19. His annals stated, 
“As to Hezekiah, the Jew, he did not submit to my 
yoke.” The biblical account records the miracu- 
lous overpowering of “the King of Assyria” by the 
mysterious “Angel of the Lord.” According to this 
account, the angelic warrior slew 185,000 of 
Sennacherib’s men. Later, Sennacherib returned 
to Nineveh only to be murdered by his sons, 
Adrammelech and Sharezer, who then fled to 
Ararat. Sennacherib’s youngest son, Esarhaddon, 
took the control of Nineveh and the Assyrian 
empire. He pursued his two brothers and put 
them to death. 

Nimrod built Nineveh in approximately late 
eighth century B.c.£. In 1850, Layard excavated the 
palace of Ashurbanipal, the son of Esarhaddon, and 
discovered a vast library in two small chambers. 
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The ancient Mesopotamian city of Nineveh (in modern-day Iraq) was the capital of the Assyrian empire and a major trading hub from the 


eighth to the sixth centuries B.c.£. (© Topham/The Image Works) 


On the floor of the chamber was a mass with clay 
tablets that had once been organized on shelves. 
Layard also found a crystal magnifying lens that 
was probably used by a librarian to read the small 
cuneiform text embedded in the clay tablets. A 
large portion of the library contained language 
guides like grammars and dictionaries for under- 
standing Assyrian and Sumerian texts. This shows 
how advanced the Assyrian language was for that 
region. The library also contained works on as- 
tronomy, law, science, religion, poems, mythology, 
history, and records. 

In 1960, the Iraq Department of Antiquities 
created an on-location museum of Sennacherib’s 
palace and throne room. The museum is called 
the Sennacherib Palace Site Museum at Nineveh 
and is only one of two Assyrian palaces in the 


world (Nimrud being the other). Since the Iraq 
War in 2003, the museum has been seriously plun- 
dered and many of the slab-reliefs and artifacts 
have surfaced on the international art market. 


Robert T: Leach 


See also: Assyrian Empire. 
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NOMADS 


A term used to describe groups of people with- 
out fixed habitation. 


Nomadism is still a way of life in many regions; 
however, with the rapid advance of moderniza- 
tion the great nomadic cultures of the past are 
quickly fading. In the past, it was customary to 
view nomads as barbarians who had not yet been 
introduced to the benefits of urban civilization. 
This view was especially prominent among an- 
cient authors from civilizations that dealt with re- 
peated incursions by nomadic raiders and 
invaders. Influenced by these views, many cul- 
tural anthropologists believed that nomadism 
represented a transition from the Neolithic 
hunter-gatherer to the sedentary farmer; this view 
is no longer widely accepted. Instead, nomadism 
is seen as a divergent cultural-evolutionary path 
from that taken by sedentary farmers and urban 
populations, a different way of coping with envi- 
ronmental pressures. 

Anthropologists once attempted to study no- 
mads as a single entity, believing that they could 
find cultural commonalities between widely sepa- 
rated groups and establish a single theory as to 
the cause and nature of nomadism. Such schol- 
ars attempted to find as many similarities as pos- 
sible between such groups as the North American 
Plains tribes, the Bedouin of Arabia, and the Roma 
(Gypsies). These attempts at establishing a uni- 
fied “nomadic studies” have been largely unsuc- 
cessful; the tendency today is to study each 
nomadic group in isolation. 

Nevertheless, it is possible to make a few 
broad generalizations about nomadic peoples. 
Such groups are generally organized along tribal 
lines. They are usually led by a headman of some 
sort; however, the government of the tribe often 
functions along far more egalitarian lines than has 
been, historically speaking, the norm among sed- 
entary groups. The adult men (and, in some cul- 
tures, women) form a warband to defend the 
territory in which the tribe customarily migrated. 
Because of the highly mobile nature of their 
group, wealth must be in highly portable form, 
usually livestock. 
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TYPES OF NOMADS 


Some nomads, particularly those who live in in- 
hospitable terrain, roam from place to place fol- 
lowing herds of wild game. Such groups subsist 
on hunting, supplemented by the gathering of 
edible plants (often the hunting is done by men 
and the gathering by women, though this is by no 
means a universal rule). The degree to which em- 
phasis is placed respectively on hunting and gath- 
ering varies from one group to another; some 
travel primarily in search of seasonal edible plants. 
Many authorities prefer the term “migratory” to 
describe mobile hunter-gatherers, viewing this 
form of organization as fundamentally different 
from pastoral or herding nomadism. Migratory 
groups of hunter-gatherers include the Eskimos 
of the American arctic and subarctic and certain 
tribes of sub-Saharan Africa. In some cases, seden- 
tary farmers abandoned their agricultural pursuits 
wholesale and became mobile hunter-gatherers; 
this occurred among many Native American 
populations of the Great Plains once the introduc- 
tion of the horse made buffalo hunting more prof- 
itable than subsistence farming. 

The most familiar type of nomadism is that 
practiced by pastoral or herding nomads. Such 
people rely heavily on mobile wealth in the form 
of livestock. Pastoral nomads keep herds of qua- 
drupedal herbivores such as horses, cattle, sheep, 
and/or goats. The exact makeup of their herds 
depends largely on environmental constraints. In 
some regions, more exotic animals are herded; 
these include the reindeer herds maintained by 
the Saami (Lapps) of northern Scandinavia and 
the camels kept by nomadic groups in the Middle 
East, northern Africa, and Central Asia. 

Some populations maintain a fixed abode in 
certain times of year but wander from place to 
place during other times. Such people are known 
as seminomadic. The Khazars of Atil, who during 
the tenth century left their city each spring to tend 
their flocks and returned in the winter, are a prime 
example of a seminomadic population. Still other 
groups are semisedentary. Such groups maintain 
a fixed residence but move it at irregular inter- 
vals because of climatic or other environmental 
considerations. The best examples of a semi- 
sedentary group are certain populations in the 
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A nomadic Kyrgyz family is shown kneeling in a Russian field in the early twentieth century. Nomadic tribes were once important vehicles 
of trade for more stationary societies; however, with the rapid advance in modernization of the twentieth century, most of the great nomadic 


cultures of the past have vanished. (Library of Congress) 


Amazon, who practice slash-and-burn agriculture 
and must move every few years because of soil 
depletion. 


NOMADIC GROUPS IN HISTORY 


Nomadic cultures have played an important role 
in history. There was almost always an underly- 
ing tension between sedentary and nomadic 
populations, particularly between farmers and 
pastoral nomads. The nomads’ herds required vast 
areas of empty land, and when farms began to 
encroach on grazing lands, tensions could explode 
into war. The underlying hostility between nomad 
and farmer can be seen in a variety of ancient texts, 
including the Bible (e.g., see Genesis 4). 
However, most of the time nomadic groups 
managed to live in peace with their sedentary 


neighbors. Both sides benefited from trade. No- 
mads, especially pastoral nomads, had access to 
large quantities of animal products not necessar- 
ily available to agriculturalists. Likewise, farming 
and urban populations could provide finished 
industrial goods and agricultural products to 
which the nomads might otherwise never have 
had access. Among many Eurasian steppe no- 
mads in particular, merchants were held to be sac- 
rosanct; the Silk Road passed largely through the 
territory of nomad tribes, all of whom benefited 
from the trade routes that flowed into and out of 
it. Indeed, one of the reasons (or perhaps excuses) 
for the Mongol invasion of Persia in the early 1200s 
was the execution of a trade delegation by an of- 
ficial of the Khwarazm Shah. 

During periods of hostile interaction, nomads 
often managed to overwhelm and conquer great 


sedentary populations. Examples of such con- 
quests include the Hyksos conquest of Egypt and 
the many waves of Turko-Mongolian invaders 
who repeatedly seized control of China, as well 
as the Nahuatl incursions into Mexico during the 
first half of the second millennium c.z. The speed 
and mobility of nomads made it possible for them 
to conquer huge areas in relatively short periods 
of time. Trade was a critical factor in maintaining 
these empires. However, the nomadic lifestyle 
made it difficult to govern such vast territories. 
The great nomadic empires quickly became sed- 
entary (as was the case with the Parthians, the 
Mongols, and the Aztecs) or collapsed within a 
generation or two (as occurred with the Huns 
following Attila’s death). 


Brian M. Gottesman 


See also: Mongol Invasions. 
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NONTARIFF BARRIERS 


Government measures designed to protect do- 
mestic industries from foreign competition. 


Tariffs are taxes on imported goods that raise 
their price in the protected market. Nontariff 
barriers (NTBs) accomplish the same purpose 
through restrictions on the amounts that can be 
imported or other measures that discourage the 
purchase of imported goods. Examples of NTBs 
include import quotas, voluntary export re- 
straints, domestic content requirements, techni- 
cal standards, and market-sharing arrangements. 
An import quota sets the quantity of imports 
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(volume or value) that is allowed to enter the 
country and then divides this quantity among 
potential importers. Importers who receive a li- 
cense to import a given item are able to purchase 
it at the world market price and sell it in the pro- 
tected market. Those without a license cannot 
legally import the good in question. Prices in the 
protected market are higher than world prices 
because of the quota. Theoretically, import quo- 
tas can be set to have the same impact on prices 
and quantities as a tariff. The government col- 
lects the revenue from a tariff. With import quo- 
tas, the importer captures this revenue, referred 
to as the “quota rent.” Quota rents are the prod- 
uct of the total quantity imported and the differ- 
ence between the world and domestic prices. It 
is possible for the government of the country to 
capture all or some of the quota rents by auc- 
tioning the licenses or selling them to importers 
for a fixed price. 

With voluntary export restraints (VERs), the 
exporting country agrees to limit the quantities it 
sells to the importing country. VERs have the 
same effect as the import quota except that the 
quota rents are captured by the exporters, as it is 
the government of the exporting country that is- 
sues the licenses. VERs have been widely used 
because the exporting country is partly compen- 
sated by these quota rents and is, therefore, less 
likely to retaliate. Other NTBs are usually imple- 
mented by the importing country and include 
requirements that some proportion of the inputs 
used by domestic firms be from domestic rather 
than foreign sources, technical requirements and 
product definitions that prevent the import of 
goods notin compliance with domestic standards, 
laws requiring the government to purchase only 
domestic goods, and requirements that some per- 
centage of the domestic market be supplied by 
domestic producers. 

Although the welfare effects of quotas and 
VERs are similar to those of the tariff, there are 
important differences between these measures. 
Tariffs allow variation in world prices to be trans- 
mitted to the domestic market, while quotas and 
VERs, by freezing the quantity imported, insulate 
the domestic market from world market shocks. 
The other types of NTBs noted earlier also pre- 
vent the adjustments that would normally occur 
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in response to price variation. Thus, NTBs are more 
destabilizing than tariffs. NTBs are generally for- 
bidden by the rules of the World Trade Organiza- 
tion, although they have been used extensively 
for agricultural products and as safeguards against 
import surges or, in the United States, as counter- 
vailing measures against dumping. 


E. Wesley E. Peterson 


See also: Tariffs; Trade Organizations. 


BIBLIOGRAPHY 


Vousden, Neil. The Economics of Trade Protection. New York: 
Cambridge University Press, 1990. 


NORTH AMERICAN FREE TRADE 
AGREEMENT 


A trilateral agreement signed in 1992 in which 
Canada, Mexico, and the United States pledged 
to eliminate barriers to trade among the three 
countries. 


Several factors made the North American Free 
Trade Agreement (NAFTA) desirable to the United 
States. By the 1980s, global competition, which 
the United States had initially encouraged at 
Bretton Woods (1944) and through the General 
Agreement on Tariffs and Trade (GATT), had led 
to U.S. economic problems as Asian and European 
competitors, most notably Japan and Germany, 
became more competitive in traditional industries 
such as steel, textile, electronics, and automobiles. 
U.S. producers also accused Japan of hindering 
U.S. exports through unfair practices. The United 
States, however, remained competitive in newer 
sectors such as telecommunications, computer 
technology, and pharmaceutical products, as well 
as within its own hemisphere. A regional trade 
agreement encompassing all sectors of the U.S. 
economy, if accompanied by clauses ensuring fair 
competition, thus played to U.S. strengths. 
During the late 1980s, Mexico also embraced 
free trade and economic liberalization, partly be- 
cause international lenders, who owned much of 
Mexico’s large debt, insisted on it. Mexico joined 


GATT in 1986 and proceeded to reduce its tariffs. 
Other contemporary regional trade agreements 
include the Caribbean Basin Initiative (1984), the 
Asia Pacific Economic Cooperation forum (1989), 
the Mercado Comun del Cono Sur (Southern 
Cone Common Market) (1991), and the European 
Economic Community’s Single Market (1993). 

NAFTA‘ negotiation and ratification followed 
several steps. In 1989, the United States and 
Canada negotiated, signed, and ratified the Free 
Trade Agreement (FTA). In 1990, the United States 
started negotiations for Mexico to enter the FTA. 
Mexican president Carlos Salinas de Gortari, Ca- 
nadian prime minister Brian Mulroney, and U.S. 
president George H.W. Bush signed the ensuing 
NAFTA treaty on December 17, 1992. U.S. presi- 
dent Bill Clinton, who took office in January 1993, 
supported the agreement. The House of Repre- 
sentatives (234-200) and the Senate (60-38) voted 
in favor of ratification in November 1993. Because 
of strong reservations among labor and environ- 
mental activists, the Clinton administration nego- 
tiated two side agreements: the North American 
Agreement on Labor Cooperation and the North 
American Agreement on Environmental Coopera- 
tion (1993). NAFTA took effect on January 1, 1994. 

Under NAFTA, the three parties immediately 
eliminated nontariff barriers to trade. Most tariffs 
between Canada and the United States were set 
to disappear by 1998, while most tariffs between 
the United States and Mexico and between 
Canada and Mexico would follow suit by 2008. 
The agreement also protected intellectual prop- 
erty rights, promoted foreign investments, al- 
lowed fair competition, and encouraged future 
regional cooperation. A NAFTA secretariat 
handles trade disputes. If successful, NAFTA will 
create a unified market of 400 million consumers 
with a combined annual gross domestic product 
of $9.5 trillion. 

NAFTA proved highly successful in increas- 
ing trade within the region at a rapid rate. By 1999, 
85 to 90 percent of Canada’s and Mexico's trade 
was NAFTA related; trade with NAFTA countries 
represented 36 percent of U.S. trade. The 1994— 
1995 peso crisis in Mexico did not halt the growth 
in trilateral trade. By 2000, U.S. exports to Canada 
reached $180 billion and to Mexico $114 billion, 
up 116 percent and 303 percent since 1990, respec- 


tively, compared with a mere 59 percent rise in 
trade with the European Union over the same 
period. An even faster growth in imports created 
a ballooning U.S. deficit with Mexico and Canada 
of $34 billion and $73 billion in 2000, respectively. 

The growing imbalance between exports from 
the United States and Canadian and Mexican ex- 
ports to the United States gave credence to criti- 
cisms that the agreement was economically 
detrimental to the United States. Reliable statis- 
tics on job losses directly linked to NAFTA are 
impossible to come by, but there is ample statisti- 
cal evidence that the Canadian and U.S. manu- 
facturing sectors, including the textile and 
automobile industries, lost jobs to Mexico. The 
overall U.S. unemployment rate, however, de- 
creased sharply during the 1990s, to less than 5 
percent. Critics also argue that job flight to Mexico 
helped U.S. and Canadian companies benefit 
from more lenient labor and environmental regu- 
lations and depressed wages. The growing 
number of trucks and trains crossing the U.S.- 
Canadian and U.S.-Mexican borders makes it 
more difficult to monitor the drug trade and ille- 
gal immigration. 

During the December 1994 Miami Summit of 
the Americas, the Clinton administration pro- 
posed to create a hemisphere-wide free-trade area 
of the Americas by 2005. The U.S. Congress did 
not vote on the resulting Export Expansion and 
Reciprocal Trade Agreements Act of 1997 and re- 
fused to renew the president's fast-track negoti- 
ating authority, hindering efforts to conclude an 
agreement. Chile, the most likely candidate for 
NAFTA expansion, signed an association agree- 
ment on trade with the European Union in April 
2002. 


Philippe R. Girard 


See also: General Agreement on Tariffs and Trade; United 
States. 
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NOVGOROD 


The oldest Russian city and a major political 
and trade center from the ninth through the 
fifteenth centuries. 


Founded in the ninth century, Novgorod was lo- 
cated in the northeastern region of present-day 
Russia in a land of dense forests and many rivers. 
In 832, the inhabitants of Novgorod invited a Vi- 
king prince named Rurik, soon to be the first ruler 
of the Kievan Rus’, to lord over them in the inter- 
est of order. Novgorod was then ruled from Kiev 
until 997, when it achieved self-government and 
finally established itself as a capital of a powerful 
and fully independent republic of Sovereign 
Great Novgorod in 1136. 

Located at an intersection of several crucial 
trade routes, the city’s prosperity and power were 
mostly based on trade. Novgorod was an impor- 
tant point on the trade route between northern 
Europe and Scandinavia on one side and Central 
Asia and Persia on the other. The shorter, but 
equally important route was from Scandinavia to 
Byzantium. The only Russian member of the all- 
powerful Hanseatic League, Novgorod was a re- 
public ruled by an elected assembly, called veche, 
which in turn elected princes as chief executives. 

Novgorod boasted one of the largest market- 
places in Europe at the time, at which merchants 
gathered from Scandinavia, German states, Po- 
land, Russia, and Volga Bulgaria. Novgorod’s 
principal export was fur, gathered by its fur trap- 
pers throughout the lands of the Sovereign Great 
Novgorod, bought by the merchants from the 
neighboring tribes, or collected in tribute. The city 
also exported honey, wax, flax, and tar, and im- 
ported Flemish cloth, metal items, wine, and jew- 
elry from Europe and grain from the Russian 
principalities. Silver dirhams that came from the 
East through Volga Bulgaria became the preferred 
method of payment for furs. Novgorod’s mer- 
chants sailed on the Baltic Sea, establishing a per- 
manent trading colony on Gotland Island in 
Sweden and sailing to many other German and 
Scandinavian cities of the Hanseatic League. 

Because of its prosperity, Novgorod and its 
commercial interests were repeatedly attacked by 
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Voir l'explication au verso. 


Located at the confluence of several major trading routes, the city of Novgorod (in modern-day Russia) once boasted one of the largest 
marketplaces in Europe. Shown here is the 832 c.e. investiture of a Viking prince named Rurik as governor of the city by Slavic tribes, who 
hope that the outside ruler can put an end to internecine fighting. (Mary Evans Picture Library) 


German knights of the Teutonic and Livonian 
orders, as well as by the Swedes and other Rus- 
sian princes. Novgorod’s power is demonstrated 
by its ability to effectively counter these threats. 
Two successful counterraids by Novgorodian 
forces in 1178 and 1187 countered Swedish ex- 
pansion and threat to Novgorod’s commerce in 
Finland and Karelia. Later, Novgorodian prince 
Alexander Nevsky decisively defeated a Swedish 
invasion force in 1240 and routed the army of the 
Teutonic knights in 1242. Fighting with Sweden 
over the fur-rich territory of Karelia came to an 
end in 1323 with the Peace of Noteborg, which 
divided Karelia between the two states. 
Although never conquered by the Mongol in- 
vasions, Novgorod was a Mongol tributary in the 
thirteenth and fourteenth centuries. Following the 
collapse of Mongol power, Moscow and Nov- 
gorod, the two strongest Russian states, devel- 
oped a political rivalry, further aggravated by an 
intense competition over the regional fur trade 


routes. After a long power struggle, Novgorod 
was finally conquered and annexed by the tsars 
of Moscow in 1478. Under Moscow’s control, the 
city lost most of its commercial importance by the 
end of the fifteenth century. 


Mikhail S. Zeldovich 


See also: Byzantine Empire; Fur; Grain; Hanseatic League; 
Vikings; Volga Bulgaria; Wine. 
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NUTS 


Edible seeds generally encased in a hard, sepa- 
rable shell. 


The term “nut” is most commonly used to refer to 
tree nuts such as walnuts, pecans, cashew nuts, 
chestnuts, almonds, Brazil nuts, and many more. 
Other types of nuts include such sources of veg- 
etable oils as coconuts and palm kernels, as well 
as stimulants such as kola or betel nuts. Tree nuts 
are produced throughout the world and are used 
as sources of cooking and salad oils, in processed 
foods such as cookies, and as table or dessert nuts. 
In 2000, world tree nut production was 7.7 mil- 
lion metric tons, of which 2.9 million metric tons 
were exported while 3.4 million metric tons were 
imported. This suggests that about 40 percent of 
world production is traded. The leading export- 
ers are the United States with 19 percent of total 
exports and the European Union with 18 percent 
of the total. India and Turkey are also important 
exporting countries. 

Coconuts and the closely related fruit of the 
oil palm are important commodities exported 
from developing countries in Africa and Asia for 
use in a wide range of products. The oils extracted 
from these commodities are saturated and have 
been replaced in many food items by healthier 
unsaturated vegetable oils. In 2000, about 2.8 mil- 
lion metric tons of coconuts were traded, 5.6 per- 
cent of total production in that year of 49.6 million 
metric tons. In 2000, coconut oil exports amounted 
to about 6 percent of total production. Also in 
2000, 18.6 million metric tons of palm oil were ex- 
ported, 84 percent total production. Palm kernel 
oil exports were a little less than 1.4 million met- 
ric tons in 2000, about half of total production. 
The main producers and exporters of both of these 
commodities are in Asia. Indonesia accounted for 
27 percent of world coconut oil exports in 2000 
and 25 percent of world palm oil exports. The 
Philippines is the main coconut oil exporter with 
39 percent of the world export market, and Ma- 
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An important source of protein, nuts have been a widely traded 
commodity since ancient times. Shown here is a laborer in the 
Amazon rain forest transporting a load of Brazilian nuts to be 
shipped. (© John Maier/The Image Works) 


laysia is the main oil palm exporter accounting 
for 58 percent of world exports in 2000. 


E. Wesley E. Peterson 
See also: Food and Diet. 
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OASES 


Fertile zones in otherwise arid regions that 
receive a consistent supply of water, usually 
from underground streams or aquifers. 


Oases have played vital roles in sustaining both 
regional and long-distance trade, serving as way- 
stops, markets, tax-collection stations, and places 
where traders could acquire a wide diversity of 
services. Oases fit frequently into complex pro- 
duction, consumption, and distribution networks 
that helped connect people across continents. 
Their importance to long-distance trade waned 
somewhat in the seventeenth century, when 
major market shifts and the rise of the European 
trading companies put pressure on overland dis- 
tribution channels. This gradual shift, however, 
affected shorter distance regional trade much less, 
and many oases from the Sahara to Central Asia 
continue to serve these local markets. 

The largest oases or oasis complexes are sup- 
plied by sources that yield water regardless of 
other climatic changes and thus can allow for con- 
sistent agricultural production. The first civiliza- 
tions in Mesopotamia and Egypt grew up in the 
oases created by the Tigris and Euphrates and Nile 
Rivers, respectively. 

A few oases that once served overland cara- 
vans continue to serve long-distance trade routes 
but are now connected to the larger world by 
mechanized transport. Herat, situated in the 
Harirtid River valley of what is now western Af- 
ghanistan and one of the golden oases of the Silk 
Road, has more recently become a center for pe- 
troleum production as well as agriculture and 
light industry. Likewise, Turpan, in what is now 
Xinjiang Province in China, has been a long- 
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distance trade center since at least the Han dy- 
nasty (206 B.c.£.-220 c.£.) and continues in its role 
as a major agricultural producer, now connected 
by rail to larger marketing networks. Bukhara, 
located on the Zeravshan River in present-day 
Uzbekistan and established not later than the first 
century C.E., is yet another example. It grew as an 
agricultural center and key stop on the Silk Road. 
The Soviet Union discovered natural gas in that 
region in the mid-twentieth century and linked 
the city by way of rail, so Bukhara has since grown 
in importance as a commercial center. 

Some oases still exist as important regional cen- 
ters. The Najraf oasis in southern Saudi Arabia 
once served as a principal stopping point on the 
frankincense and myrrh trading networks. While 
no longer a long-distance entrep6ot, it has survived 
as a major regional market. Meanwhile, the Tuwat 
oasis complex in the Algerian Sahara was a cru- 
cial caravan destination until the twentieth cen- 
tury. While no longer as important to long-distance 
trade, it is still the most important market in the 
central Sahara and produces crafts, light indus- 
trial products, and agricultural goods. 

Beyond oases’ commercial functions, military 
campaigns throughout world history have also 
relied on them to conquer large tracts of territory. 
In 1592, the Moroccan Sa’adian sultan Muhamad 
al-Manstir led an army of 20,000 men across the 
desert to successfully attack Timbuktu, relying on 
many of the same oases used by his merchant 
subjects to export gold and slaves from sub- 
Saharan Africa. The French army used this same 
long-distance network of oases to bring the desert 
under their control in the nineteenth and early 
twentieth centuries, where at each stage they es- 
tablished a permanent military and administra- 
tive post that ultimately connected back to the 
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Oases—like this one at Al-Gowf (in modern-day Saudi Arabia) shown in a 1910 photo—have played vital roles in sustaining both regional 
and long-distance trade and in serving as way-stops, markets, tax-collection stations, and places where traders could access a wide 


diversity of services. (Library of Congress) 


Algerian capital, Algiers. During World War II, 
Allied and Axis powers alike used oases as strate- 
gic staging points for desert combat, with both 
sides evolving highly specialized desert fighting 
units that relied on Saharan oases for supplies and 
reinforcements. 

The importance of oases to human existence 
has also often translated into religious signifi- 
cance. The Siwa oasis in Egypt, for example, 
housed the temple of Zeus Ammon that 
Alexander the Great consulted and that dates 
from the fourth century B.c.z. Another example is 
Mecca, in what is today Saudi Arabia. As late as 
the sixth century c.£., Mecca’s water supplies were 
still so meager that it could not support substan- 
tial agriculture. But the small oasis did stand at 
an all-important commercial crossroads, and in 
the century before the Prophet Muhammad’s 


birth, his family, the Quraysh, managed to de- 
velop Mecca into a safe haven, pilgrimage center, 
and major market. Mecca became the central sym- 
bolic pilgrimage point in Islam in the seventh cen- 
tury c.E., but retains important commercial 
functions as well. 


David Gutelius 


See also: Caravans; Saharan and Trans-Saharan Trade; Silk 
Road. 
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OIL 


A thick, flammable substance, ranging in 
color from yellow to black, which forms un- 
der the earth’s surface and contains a mix- 
ture of gas, liquid, and solid hydrocarbons. 
Can be separated into natural gas, kerosene, 
gasoline, paraffin wax, and asphalt and is 
used in the production of a number of other 
products. 


Oil is formed from the decaying plants and ani- 
mals that have been buried under rock for mil- 
lions of years, and has been used since ancient 
times as fuel, primarily for lamps. Oil seeps al- 
lowed humans to gather the substance at the sur- 
face of the earth. The first attempt to dig down to 
the source of oil occurred in 347 c.£., when the 
Chinese attached bits to bamboo poles to dig 
down 800 feet. Persia, an oil-rich area, used oil 
from an early date. Marco Polo first recorded the 
use of oil in 1264 when he visited Baku. He noted 
that hundreds of ships were loaded at the same 
time with the oil and shipped from the Caspian 
Sea to other regions. Initially, oil was gathered 
from shallow seeps, but the Persians soon began 
digging down to a level of 115 feet by the late 
1500s. By 1830, more than 116 drilled holes were 
producing approximately 700 barrels of oil. Rus- 
sian engineer EN. Semyenov drilled the first well 
using cable tools in the region around 1849. By 
the end of the nineteenth century, offshore drill- 
ing had begun in the Caspian Sea. During the 
Middle Ages through the age of discovery, oil was 
used to waterproof vessels and as a defensive 
weapon against invaders. 

Oil was also collected from seeps in Poland 
and Romania around the same time. During the 
1500s, oil was used from the Carpathian Moun- 
tains to light the streetlamps in the city of Krosno. 
Unfortunately, the oil produced a lot of smoke 
and a foul odor. A Polish druggist, Ignacy 
Lukasiewicz, used previous experiments con- 
ducted in Canada by geologist Dr. Abraham 
Gesner in 1849 to help him produce clean-burn- 
ing kerosene. He filed for and received a patent 
on the process on December 31, 1853. Until then, 
people primarily used whale oil for lighting pur- 
poses. The problem with using whale oil was that 


it was expensive and its price continued to rise as 
an increasing number of whales were being 
slaughtered to meet the rise in demand. The 
whale population worldwide neared extinction 
until kerosene became the alternative source of 
fuel used for lighting. The demand for kerosene 
forced Lukasiewicz to form a partnership with 
other investors and the digging of 160-foot-deep 
wells began in eastern Europe. 

Meanwhile, in the United States during the 
1850s, oil seeps functioned in western Pennsyl- 
vania. A druggist sold some of this oil to a whale 
oil merchant, who processed it into kerosene. 
The druggist learned of the process and began 
his own distribution of kerosene. George Bissell, 
a New York lawyer and entrepreneur, hired Ben- 
jamin Silliman Jr. in 1854 to determine if kero- 
sene could be produced from what the Indians 
called Seneca Oil. Silliman concluded that it 
could, and Bissell was able to obtain the finan- 
cial backing of investors to form the Pennsylva- 
nia Rock Oil Company, which became Seneca 
Oil Company. Bissell hired Edwin Drake to go 
to Oil Creek, where oil seeps had yielded the 
substance on the surface for years, to gather oil 
for the production of kerosene. The amount 
gathered was insignificant until Drake, with the 
assistance of a local blacksmith, began using the 
same steam-powered equipment used to mine 
brine wells. By the end of August 1859, just as 
Drake was running out of money, the well be- 
gan producing twenty-five barrels of oil a day— 
an amount that would soon top off at ten barrels 
a day. Before long, the entire valley was cov- 
ered by oil wells. The oil recovered from the 
wells was distilled into kerosene for use in 
lamps, selling at seven cents a gallon. The avail- 
ability of clean burning, cheaper kerosene drove 
the whale oil merchants out of business—just 
in time to prevent the extinction of whales 
worldwide. 

During the late 1850s and 1860s, the kerosene 
business boomed. Businessmen like John D. 
Rockefeller obtained financing to drill oil wells in 
western Pennsylvania. By establishing both ver- 
tical and horizontal monopolies in the industry, 
Rockefeller was able to drive domestic competi- 
tors from the market, while high tariff barriers 
prevented the importation of foreign oil that 
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The most valuable internationally traded commodity, oil is also the major export of Saudi Arabia, which controls an estimated one-fourth of 
the world’s known reserves. Shown here are pipelines leading out of the country’s Howta oil fields. (© John Moore/The Image Works) 


could be distilled into kerosene. Although this 
industry promised to be a lucrative one, the in- 
vention of the electric lightbulb by Thomas Edison 
in 1878 resulted in a steep decline in the kerosene 
business. 

Over the next decades, homes and busi- 
nesses within urban areas where electricity was 
affordable and accessible switched over to the 
cleaner, and less combustible, form of energy. 
The oil industry experienced a recession for the 
next decade until the invention in 1886 of the 
automobile in Germany by Karl Benz and 
Wilhelm Daimler. The combustion engine re- 
quired the use of gasoline, a by-product of the 
production of kerosene. The introduction of the 
automobile in Europe and the United States once 
again increased the demand for oil, and nations 
scrambled to locate and develop new oil fields. 
Russians looked to the traditional source of oil 
and gas bordering the Caspian Sea, in present- 
day Azerbaijan. Oil companies such as Texaco, 


Exxon, and Mobil obtained mining rights to the 
oil-rich fields of Saudi Arabia for a mere $50,000 
from the king. 


OIL INDUSTRY IN THE 
TWENTIETH CENTURY 


During the 1910s and 1920s, the sale of combus- 
tion engine—driven machinery such as automo- 
biles, tractors, and airplanes on a wider scale, 
especially after Henry Ford decreased the cost of 
manufacturing the car by introducing the assem- 
bly line to the auto industry, led to an increase in 
demand for oil. Demand steadily increased dur- 
ing the 1920s. Then the Great Depression struck. 
Oil was still required by industrialized nations— 
especially Japan, which had limited natural re- 
sources. Before World War II, the Japanese were 
purchasing oil from the United States. The impo- 
sition of an embargo on oil and scrap metal by 
the United States in 1941 forced the moderates in 
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Japan from power and the military implemented 
its plan to attack the United States at Pearl Har- 
bor. By this time, oil had become the primary 
source of energy worldwide. 

Although the United States benefited from 
major oil discoveries in western Pennsylvania, 
Spindletop in south Texas, and the oil-rich fields 
of east Texas, by the 1960s the nation imported a 
large percentage of its oil from Venezuela. When 
Congress decided to impose tariff restrictions on 
the importation of Venezuelan oil, the foreign 
nation asked for an exception, as it was the larg- 
est producer. When Congress failed to act on the 
request, Venezuela was forced to form an alliance 
with other oil-producing countries in an attempt 
to drive the price of crude oil up and offset the 
loss of volume. In the 1960s, Venezuela and most 
of the Arab countries formed the Organization of 
the Petroleum Exporting Countries (OPEC). Dur- 
ing the 1970s, OPEC reduced oil production and 
placed an embargo on Westernized nations. As 
oil prices soared and individuals waited in line 
for hours to pump gasoline into their vehicles, 
the governments of the affected nations began 
exploring domestic options for production. By the 
late 1970s and early 1980s, the United States had 
begun drilling for oil in Alaska and the Gulf of 
Mexico, while England turned to exploration in 
the North Sea. In 1978, world oil reserves 
amounted to 645 billion barrels; by the end of the 
1990s, that amount had increased to over a tril- 
lion barrels. 

By the twenty-first century, Westernized coun- 
tries were heavily dependent on oil for fuel as well 
as other products such as plastic. Even though 
nations have tapped into their domestic petroleum 
sources, a demand for the production of oil on a 
worldwide basis continues. By January 2002, over 
18.5 million barrels, or the equivalent of 777 mil- 
lion gallons, were consumed in the United States 
every day. Up to 60 percent of that amount is im- 
ported and amounts to $50 billion a year in trade 
expenditures, the largest segment of the trade defi- 
cit. U.S. production has decreased from 8 to 9 mil- 
lion barrels a day in 1986 to approximately 2.9 
million barrels a day in 2002. Other countries such 
as Russia, another oil-producing country, have ex- 
perienced a similar decline in production. Saudi 
Arabia continues to produce 5 to 9 million barrels 
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a day, depending on the quotas established by 
OPEC to protect the price of oil. Many traditional 
oil wells have produced less oil over the years, and 
new sources of oil are needed. The United States 
and European nations have turned to the drilling 
of oil wells offshore as the major source of new 
deposits. Attempts to increase production in Alaska 
have been prevented by environmental groups, 
who argue that the oil companies will disrupt ani- 
mal life on the frozen tundra. 

The increased use of plastics, from milk con- 
tainers to the CD industry, continues to place a 
demand on the industry to meet supply. Oil is 
shipped from Mexico, Canada, England, Norway, 
Venezuela, Saudi Arabia, Iraq, Nigeria, Angola, 
and Colombia to the United States. Saudi Arabia 
still has the largest oil field in the world at Ghawar. 

The need for oil will continue well into the 
future. Meanwhile, alternative sources of fuel and 
energy—from corn oil, to biodiesel, to solar and 
wind power—are being explored. Since the larg- 
est consumption comes from automobiles and in- 
dustry, changes in the fuels used to power 
combustion engines and the ingredients used for 
the production of most goods must change be- 
fore a shift in demand can occur. Attempts have 
been made, but none have proven successful on 
a wide scale to date. 


Cynthia Clark Northrup 
See also: Automobiles; Internal Combustion Engine. 
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OLIVES 


An important agricultural commodity in the 
ancient Mediterranean, particularly during the 
Greco-Roman period. 
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Used in everything from cooking to medicine since ancient times, olives and olive oil have long been a major trading commodity. Shown 
here are workers at the Pompeian Olive Oil Company in the early twentieth century. (Library of Congress) 


While only a small part of contemporary world 
trade, in antiquity, olives and olive oil were a 
mainstay of trade in the Mediterranean world. 
Along with wine, they were one of the chief ex- 
ports of mainland Greece to the many Greek colo- 
nies of Asia Minor, Italy, and points west. As Greek 
civilization spread inland in southwest Asia, so 
did the importance of the olive oil trade. This con- 
tinued in the Roman era. In these periods, trade 
in olive oil greatly influenced the political, social, 
and economic life of the ancient Mediterranean 
peoples. 

Olive cultivation began in prehistory in south- 
west Asia. Although some scholars contend that 
the wealth of the Minoan civilization of ancient 
Greece rested largely on the olive trade, it is re- 
ally with classic Greek civilization that trade in 


olive oil is first noted as an important factor in 
history. Greek city-states on the Attic peninsula, 
such as Athens, were faced with a chronic prob- 
lem of overpopulation because their soil and ter- 
rain were of limited productive value. To deal with 
the problem, they routinely sent some of their citi- 
zens abroad to establish colonies, creating a 
broader Greek civilization along much of the 
Mediterranean coast. In the early 500s B.c.£., Ar- 
chon Solon began a policy of subsidizing the ol- 
ive oil and wine industries to export to the 
colonies. Athens exported olive oil and wine to 
the colonies, and the colonies exported livestock 
and grains to Athens. 

Olive groves and grape vineyards thrived in 
areas unsuited to large-scale grain cultivation and 
livestock herding. Solon saw that through trade 


in olive oil and wine, Athens could increase its 
food supply and lay the groundwork for future 
growth. The importance of the olive oil and wine 
trade to the rise of Athens cannot be overesti- 
mated. Since the trade relationship was started 
by Athens, the corollary industries that sprang up 
with it (ship construction, shipping, finance, and 
so on) were most developed in Athens. This laid 
the basis for Athens to be a prime exporter of even 
more sophisticated products to the larger Greek 
world in succeeding generations. Other mainland 
Greek city-states followed Athens’s lead; however, 
as the lead state, Athens remained the dominant 
economic powerhouse of Greek civilization until 
the Peloponnesian War (431-404 B.c.£.). 

The Mediterranean economy grew more com- 
plex in the Hellenistic and Roman periods, yet 
olive oil remained an important commodity. 
Alexander the Great's conquests ensured that the 
Greek-dominated olive trade would spread 
throughout Egyptian and Mesopotamian civili- 
zations. There is even evidence that olive oil was 
routinely exported to India. Roman agricultural 
entrepreneurs spread olive oil production to the 
far reaches of the western Mediterranean, even- 
tually eclipsing Greek producers. Even today, Italy 
and Spain are the largest producers of olive oil. 
Although its importance has faded since antiq- 
uity, trade in olive oil had important effects on 
the evolution of ancient Western civilization, and, 
in many respects, the contemporary trade con- 
tinues patterns established in the Greco-Roman 
world. 


David Price 


See also: Greek City-States. 


BIBLIOGRAPHY 

Garnsey, Peter, Keith Hopkins, and C.R. Whittaker, eds. Trade 
in the Ancient Economy. Berkeley: University of Califor- 
nia Press, 1983. 


OPEN DOOR NOTES 


Diplomatic notes sent to European powers ar- 
guing for free and open trade in and with 
China. 
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After the revitalization of European colonialism 
in the nineteenth century, the Western powers 
busily carved out their respective empires for rea- 
sons of trade and national prestige. Meanwhile, 
the United States had its internal frontier to deal 
with. When that frontier closed with the comple- 
tion of the census of 1890, some wondered how 
this would affect the character of America. Oth- 
ers thought that an overseas empire would be 
beneficial for prestige and as an outlet for the 
products of the ever more productive American 
industrial and agricultural sectors. The United 
States began edging its way into a role as a world 
power. 

The country’s first experience with world 
power came after the Spanish-American War. In 
its aftermath, the United States had the makings 
of an empire. The taking on of a prominent role 
in the world, despite the anti-imperialist move- 
ment, proved seemingly effortless. But the late 
arriving American imperialists found the world 
already taken by others. China remained avail- 
able, but not for long. The aggressive actions of 
the Japanese, including the war of 1895, might 
induce Germany and England to close Chinese 
ports to outsiders, including American traders. 
And the United States lacked a sphere of influ- 
ence of its own, no access other than that granted 
by the Europeans or Japanese within their respec- 
tive spheres. Thus, President William McKinley 
asked his secretary of state, John Hay, to issue the 
first Open Door Notes in 1899. Hay argued that 
all nations should have equal opportunity to trade 
with and develop China. Hay defined the wish 
of the United States that all nations have equal 
commercial access to all spheres with no discrimi- 
natory tariffs or other trade restrictions. 

China’s dissolution continued until a secret so- 
ciety, the Fists of Righteous Harmony (Yi he quan), 
rose in an attempt to rid China of the Westerners. 
Called the Boxer Rebellion, the uprising failed, but 
it provided an opportunity for U.S. troops to enter 
China to free their diplomats. In 1900, Hay issued 
a second set of notes, telling the other nations not 
to take advantage of the uprising. Rather, he called 
on them to preserve China’s territorial integrity 
and to allow free, open, and equal trade. China 
would remain entirely independent and un- 
colonized. The United States assumed that it had 
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President William McKinley asked Secretary of State John Hay (pic- 
tured here) to issue the first Open Door notes in 1899. Hay argued 
that all nations should have equal opportunity to trade with and 
develop China. (Library of Congress) 


the industrial superiority to compete in, even domi- 
nate, a world without artificial trade barriers. 
Some historians see the Open Door Notes as 
setting the direction of foreign policy for the twen- 
tieth century. Free trade and open markets in Asia 
and the world, however, were not the case in the 
first decades of the century, with American tariff 
policy up to 1930 being highly restrictionist. And 
American imposition of the Monroe Doctrine in 
Latin America flew in the face of free and open 
trade as well. Still, despite the false turnings, the 
Open Door policy of free trade and open mar- 
kets was a factor in the entry of the United States 
into both world wars, the Cold War, and the con- 
flicts in Korea and Vietnam. And free trade re- 
mains the mantra of U.S. foreign policy makers. 


John Barnhill 
See also: China. 
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OPIUM 


The addictive narcotic made from the opium 
poppy (Papaver somniferum) that has been 
traded since ancient times. 


Poppy-shaped ceramic pots, over four and a half 
inches long and containing traces of opium, have 
been found in tombs and settlements through- 
out the Middle East, dating as far back as 1400 
B.c.E. The Chinese empire prohibited opium 
smoking and trading (other than for medicine) 
in 1729. Chinese attempts to enforce these edicts 
against illicit opium imports from British India oc- 
casioned the First and Second Opium Wars (or 
Anglo-Chinese Wars) of 1839 to 1842 and 1856 to 
1858, respectively, which forcibly opened China 
to international trade. 

Before the opium trade and cost-reducing in- 
novations in England’s cotton textiles, silver 
flowed to China in payment for silk, porcelain, 
indigo, nankeen cloth, and, above all, tea. High 
transport costs limited long-distance trade to 
goods high in value but low in volume and 
weight. Europe lacked such goods that China 
desired. An act of Parliament required the British 
East India Company to include woolen textiles in 
every shipment to Guangzhou (Canton), but 
these were unsaleable in south China. 

This silver drain was gradually reversed after 
the arrival in Guangzhou in 1782 of the first ship- 
load of Bengal opium, sent by Governor Warren 
Hastings, who held that the pernicious article of 
luxury ought not be permitted but for purposes 
of foreign commerce only. Subsequently, the East 
India Company, the monopoly buyer and pro- 
cessor of Bengal opium, auctioned off the crop in 
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An addictive narcotic made from the opium poppy, opium has been traded since ancient times. Here, a salesman weighs opium for a 


customer in a 1954 outdoor market in Laos. (Library of Congress) 


Calcutta to British merchants (except for the 
opium distributed through company posts in 
Penang and Malacca [Melaka]). Officially, the 
company did not know where the merchants sold 
the opium that they then used to purchase goods 
elsewhere. Increasing supplies, including Malwa 
opium from princely states in Rajasthan and 
Punjab and Turkish opium traded by American 
merchants, reduced the price of a 170 pound chest 
from $2,075 in 1820 to $620 in 1837, while ship- 
ments of Indian opium to China rose from 4,244 
chests in 1820 and 1821 to 18,956 in 1830 and 1831 
and 30,302 in 1836. 

In 1839, Imperial Commissioner Lin Zexu 
seized and destroyed 21,306 chests (over 3.5 mil- 
lion pounds) of opium, precipitating the First 
Anglo-Chinese War. Victorious Britain imposed 
the Treaty of Nanjing in 1842, obliging China to 
cede Hong Kong to Britain, open Guangzhou, 
Shanghai, Ningbo, Xiamen, and Fuzhou to for- 
eign trade, limit Chinese tariffs to 5 percent, and 


pay $21 million for Britain’s military expenses, the 
destroyed opium, and the debts of Chinese mer- 
chants. The Second Anglo-Chinese War ended 
with China forced to legalize opium imports and 
again to pay the cost of the war. China then in- 
troduced opium growing, so that British exports 
of Indian opium to China peaked at 6,500 tons in 
1880, declining to half that in 1905, by which time 
Chinese production was 22,000 tons a year, with 
at least 15 million addicts (and perhaps twice as 
many). Opium monopolies helped finance colo- 
nial rule in Britain’s Malay Straits Settlements, 
French Indochina, and the Dutch East Indies. 
As legal opium production (except for medi- 
cal morphine and codeine) was eliminated in the 
early twentieth century, illicit production pro- 
vided the raw material for the production of 
heroin (originally introduced by Bayer as a non- 
addictive morphine substitute). Turkish opium 
reaching America through the “French connec- 
tion” was replaced in the 1960s by opium from 
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the “Golden Triangle,” where Laos, Thailand, and 
Myanmar (Burma) meet, and by 2000 Afghani- 
stan produced three-quarters of the world’s illicit 
opium, as the Indochina and Afghan wars cre- 
ated conditions in which world illicit opium pro- 
duction could climb to nearly 6,000 tons. 


Robert W. Dimand 


See also: Drugs. 


BIBLIOGRAPHY 

Chang Hsin-Pao. Commissioner Lin and the Opium War. Cam- 
bridge, MA: Harvard University Press, 1964. 

Dermigny, Louis. La Chine et l’occident: Le Commerce a Canton 
au XVIIle siécle, 1719-1833. 4 vols. Paris: SEVPEN, 1964. 

Greenberg, Michael. British Trade and the Opening of China, 
1800-1842. Cambridge: Cambridge University Press, 
1951. 

McCoy, Alfred W,, with Cathleen B. Read and Leonard P. 
Adams II. The Politics of Heroin in Southeast Asia. New 
York: Harper, 1972. 

Taylor, Chris. “Drugs 8 Percent of World Trade.” Guardian 
Weekly, 4 July 1997. 

Trocki, Carl A. Opium, Empire and the Global Economy: A Study 
of the Asian Opium Trade 1750-1950. New York: Routledge, 
1999. 


OTTOMANS 


A dynasty of Turkish sovereigns named after 
the first ruler, Othman/Osman, who reigned 
from 1281 to 1923. 


The Ottoman empire originated as an autono- 
mous state founded in 1281 by Osman I. His suc- 
cessors gradually expanded the state’s reach 
beyond its base in Anatolia, conquering Con- 
stantinople in 1453. After conquests from the four- 
teenth to the sixteenth centuries, the empire 
stretched fully across Europe, Asia, and North 
Africa. At the same time, these large territorial 
acquisitions allowed the Ottomans to take over 
commercial routes and reshape traditional trad- 
ing patterns in these regions. The Ottoman states- 
men focused on procuring enough food and 
merchandise for their subjects, especially for those 
who were living in the city, now called Istanbul, 
and on collecting as much revenue as possible. 
Ottoman trade was both domestic and inter- 


national. Guilds and shopkeepers sold their mer- 
chandise in permanent covered markets or mar- 
kets organized once or twice a week. Wealthy 
merchants used their capital and ships to trade 
in bulk, which required the formation of relation- 
ships with foreign partners, promotion of inter- 
national trade, and extension of commercial 
privileges for Western merchants. 


TRADE 


Trade played an important role in Ottoman poli- 
cies toward other states. Commercial interests, 
more than politicians and the military, motivated 
Ottoman statesmen to maintain peaceful relations 
with foreign sovereigns. For their part, the Otto- 
mans wanted to obtain European merchandise, 
increase revenues from duties, and gain free pas- 
sage through certain “infidel” territories for trad- 
ing. At the same time, Europeans were hungry 
for goods from the East. 

Imperial charters granted by the sultans to 
European sovereigns show the extent and impor- 
tance of trade for both sides. For instance, in trea- 
ties with Poland from the fifteenth to the 
seventeenth centuries, the number of stipulations 
concerning trade and merchants increased from 
two in 1489 to twenty-two in 1607. Moreover, ar- 
ticles referring to trade made up about half the 
clauses in a treaty from the second half of the six- 
teenth century. During the seventeenth century, 
peace treaties between Ottoman and Polish au- 
thorities strongly emphasized trade interests. 
Mehmed IV (r. 1648-1687) granted Polish subjects 
the privilege of free access and trade in Ottoman 
territories “with the purpose of consolidating 
much more friendship,” according to a 1678 treaty. 
Later, the two sovereigns who concluded the 
Karlowitz Treaty of January 6, 1699, pointed out 
that the environment facilitating trade was “the 
fruit of peace and friendship” and that trade was 
necessary for improving their countries. 

Some of the main events in Ottoman trade 
policy that had economic effects were: in the four- 
teenth through the fifteenth centuries, the em- 
pire gained control of Anatolian commercial 
routes by capturing the centers of the silk trade; 
after the conquest of Istanbul in 1453, it took con- 
trol of the Black Sea trade, which allowed it to 


A sixteenth-century manuscript shows Turkish merchants engaged 
in negotiations. Under the leadership of the Turks, the Ottoman 
empire came to embrace much of southeastern Europe, the Middle 
East, and North Africa from the fifteenth through the nineteenth 
centuries, before succumbing to the more economically dynamic 
countries of Europe in the late nineteenth and early twentieth 
centuries. (The Art Archive/Museo Correr Venice/Dagli Orti [A]) 


obtain enough food for the inhabitants of the city; 
in the sixteenth century, the empire began to have 
conflicts with the Portuguese for control of Indian 
trade routes; and, afterward, it battled with west 
European powers for domination of the Mediter- 
ranean Sea. 

During the fourteenth and fifteenth centu- 
ries, as the reach of the empire grew, it became a 
nexus for commercial activities. The rulers took 
over the main ports of entry for goods from In- 
dia and Arabia (Antalya and Alanya), commer- 
cial centers catering to the silk caravans crossing 
from Persia (Erzincan, Amasya, and Tokat), and 
the main cities on the commercial routes from 
central Anatolia (Adana and Konya). The politi- 
cal and military rise of the Ottomans caused a 
change in the pattern of trade routes and created 
new commercial centers in western Anatolia. 
From 1326 to 1453, Bursa became not only the 
capital of the new Turkmen state but also the most 
important trading city of Anatolia. In its markets, 
Muslim and non-Muslim merchants bought and 
sold merchandise from East (Chinese porcelain, 
spices, and musk) and West (woolens, brocades, 
velvets, and gold and silver coins). The main item 
of trade in Bursa until the Ottoman-Iranian wars 
of the sixteenth century was silk. 

During the early fifteenth century, the Otto- 
mans reached Dalmatia and succeeded in bring- 
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ing almost all the territories of the western Balkans 
under their rule. The main conquest was Ragusa 
(Dubrovnik), a traditional trading center of the 
Balkans, which accepted the new powerful ruler 
as protector of its international trade. In an impe- 
rial charter that he granted in 1430, Murad II («. 
1421-1444, 1445-1451) guaranteed protection in 
the Ottoman territories for Ragusans, the most 
active Balkan merchants in the Levant trade. Such 
imperial charters, including commercial privileges 
to Dubrovnik, were granted regularly from the 
fifteenth to the seventeenth centuries. The 
Ragusan merchants enjoyed the same rights as 
other Western merchants, such as the freedom to 
enter and leave the Ottoman territories and guar- 
antees over their life, liberty, and goods. More- 
over, as tribute-paying merchants, they received 
privileges beyond those of the inhabitants of 
neighboring Christian states, such as lower cus- 
toms duties and permission to buy prohibited 
goods and to traverse the Black Sea. 


CONQUEST 


By conquering the regions around the Aegean 
and Black Seas, especially during Mehmed II’s 
reign (1444-1445, 1451-1481), the Ottomans suc- 
ceeded in rebuilding and gaining supremacy 
over this important commercial area as a first step 
toward monopolizing trade there. First, Mehmed 
II aimed to block the straits of Bosporus and 
Dardanelles, which connect the Black and 
Aegean Seas through the Sea of Marmara. Thus, 
he built Rumeli Hisari on the European shore of 
Bosporus and Anadolu Hisari on the Asian shore. 
In this way, the Ottomans completely isolated 
the old Byzantine capital of Constantinople be- 
fore conquering it on May 29, 1453. The Genoese 
of Galata—the most important commercial cen- 
ter of Italian trade in the Levant—capitulated. 
Mehmed II guaranteed the people of Galata their 
life and property as well as the freedom to en- 
gage in commercial activities undisturbed and 
tax free. 

In 1454, Mehmed II tried to extend his domain 
over the Black Sea in an effort to reestablish com- 
mercial dealings between the Ottoman territories 
of the Balkan Peninsula and the northwestern 
coast of the Black Sea. First, the sultan forced the 
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Genoese colonies and other Christian rulers in the 
area to pay tribute and recognize his suzerainty. 
In return, he confirmed or granted new commer- 
cial privileges to local merchants. For instance, on 
October 5, 1455, Mehmed II exacted and obtained 
a tribute of 2,000 ducats from the prince of 
Moldavia. Afterward, on June 9, 1456, the sultan 
confirmed the establishment of peaceful relations 
with the Moldavian prince and guaranteed pro- 
tection to Moldavian merchants, in particular 
White Fortress (Akkerman), who traveled to 
Adrianople (Edirne), Brusa, and Istanbul to en- 
gage in trade. This decree, from the perspective 
of Islamic law, constituted collective safe conduct 
(aman). 

Subsequently, Mehmed II took over the 
small states and colonies around the Black Sea. 
By conquering Caffa and the Crimean seaside 
in July 1475, the Ottomans occupied Genoa, their 
main competitor in the Black Sea. Caffa became 
an important Ottoman depot for obtaining food- 
stuffs (wheat, animal products, salted fish, 
honey, and beeswax), raw materials, and slaves 
from the northern Black Sea region (up to Mus- 
covy) and for exporting silk, cotton, woolen 
cloth, alum, copper, figs, and olive oil from the 
south. In 1484, Bayezid II (1. 1481-1512) initiated 
a campaign for control over the northwestern 
coast of the Black Sea, in particular, the main 
trading towns of Kili, on the Danube estuary, 
and Akkerman, at the mouth of the Dniester. 
These two Moldavian towns had long-standing 
commercial relations, conducted by Greek, Ar- 
menian, Jewish, and Turkish merchants from the 
regions around Constantinople. 

In 1516 and 1517, under Selim I (r. 1512-1520), 
Ottoman forces occupied Syria, Palestine, and 
Egypt and the holy cities of Mecca and Medina. 
His successor, Sileyman the Magnificent (r. 
1520-1566), fought with the Safavids of Iran and 
organized expeditions to territories of North Af- 
rica. The Ottomans occupied Rhodes, Baghdad, 
Aden (Yemen), and Tripoli, reaching the Persian 
Gulf. Selim II (r. 1566-1574) conquered Cyprus 
in 1570 and Tunis in 1574. Consequently, the 
Ottomans imposed their control over the east- 
ern and central Mediterranean, controlling in- 
ternational trade in this area. Thereafter, new 
trading centers, such as Aleppo, Izmir, Cairo, 


Tunis, and Tripoli, arose on the Mediterranean 
coasts. They played an important role in inter- 
regional and in international trade as entrepdt 
and transit centers. 

After conquering Aleppo in 1516, the Otto- 
mans monopolized the trade in Iranian silk. Trade 
caravans left Aleppo regularly and went to Basra 
in the-then Mesopotamia (now Iraq), Iran, and 
the Hejaz for raw silk, the main merchandise sold 
and bought in this seaport. Izmir, like Aleppo, was 
a transit center for silk, but the local and foreign 
merchants traded cotton, gallnuts, and grains as 
well. Cairo had merchants coming from Balkans, 
Anatolia, and western Europe by way of North- 
ern Africa, who traded in coffee, textiles from In- 
dia, and pharmaceuticals. 


FOREIGN TRADERS 


Large towns across the Ottoman empire hosted 
sizable foreign communities where the main ac- 
tivity was trade. Galata was home to the Genoese 
and Florentines, and Istanbul, Smyrna, Izmir, 
Aleppo, and Cairo hosted impressive communi- 
ties of Venetians. French merchants became more 
numerous in the second half of the sixteenth cen- 
tury in Istanbul, Smyrna, Izmir, Sydon, Aleppo, 
Salonika (after 1685), Cairo, and Alexandria. Be- 
ginning in the late sixteenth century, British na- 
tionals settled in Zante, Istanbul, Smyrna, Aleppo, 
Izmir, and Cairo. Ragusans founded merchant 
colonies in Balkan towns, such as Belgrade, 
Sarajevo, Smederevo, Novi Pazar, Sofia, Provadja, 
and even Adrianople. 

For their legal framework, the Ottomans re- 
lied on customary practice, Islamic law, and im- 
perial charters granted to European sovereigns. 
From the Islamic legal point of view, the imperial 
charters codified protection guaranteed to non- 
Muslims by any Muslim ruler. Until the mid-six- 
teenth century, the Italian states, especially Genoa 
and Venice, dominated trade in the Levant, and 
the terms of trade were regulated by peace trea- 
ties concluded with Venice in the fifteenth to the 
seventeenth centuries. Starting in the second half 
of the sixteenth century, Western powers gradu- 
ally obtained commercial privileges in the Otto- 
man empire. The first was France in 1569, 
followed by England in 1580, the Dutch Republic 


in 1612, Sweden in 1737, Denmark in 1746, Prussia 
in 1761, and Spain in 1782. In addition, from the 
fifteenth to the eighteenth centuries, peace trea- 
ties to conclude military conflicts—for example, 
Hungary, Austria, Poland, and Russia—typically 
included reciprocal articles on trade and foreign 
merchants. These articles usually concerned safe 
passage over land and sea belonging to the Otto- 
man empire, the safety of merchants and their 
property, free and secure trade, and individual 
responsibility for debts and crimes. 


Viorel Panaite 


See also: Dardanelles; Extraterritoriality; Tunisia. 
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PANAMA CANAL 


One of the world’s most important passage- 
ways, linking the Atlantic and the Pacific 
Oceans across the Isthmus of Panama in Cen- 
tral America, built by the U.S. government 
from 1903 to 1914 after a failed earlier French 
attempt. 


Spanish explorer Vasco Nunez de Balboa first 
crossed the Isthmus of Panama in 1513. After re- 
alizing that this was but a narrow swath of land, 
Emperor Charles V of Spain ordered that a sur- 
vey fora canal be made, but engineers concluded 
that such an undertaking would be too expen- 
sive. The narrow isthmus was only fifty miles 
wide, but it was covered with rain forest and 
mountains. Most ominous for construction work- 
ers were the heat, the humidity (the annual rain- 
fall is 105 inches), mud slides, and tropical 
diseases, including yellow fever and malaria. 

French diplomat Ferdinand de Lesseps, hav- 
ing successfully completed a canal across the Isth- 
mus of Suez in 1869, led a first, massive, if 
unsuccessful, French attempt to build a Panama 
canal in the last quarter of the nineteenth cen- 
tury. At Lesseps’s urging, the Geographical Soci- 
ety of Paris concluded in 1876 that such a canal, 
built at sea level along the lines of the lockless 
Suez Canal, remained feasible. On 1878, Colom- 
bia granted a ninety-nine-year concession, and 
the Compagnie Universelle du Canal Inter- 
océanique de Panama, headed by Lesseps, formed 
the following year. After two years of surveys, 
work began in 1881. 

Engineers and laborers worked gallantly and 
vigorously, but failed because of a faulty design, 
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inadequate technologies, and tropical diseases. 
Against the advice of engineer Baron Godin de 
Lepinay, the French attempted to build a sea-level 
canal, an ambitious undertaking that required 
excavating massive amounts of dirt. Such an im- 
mense task required large steam shovels and ex- 
cavators, not yet available in the 1880s, and the 
French made only limited use of the existing rail- 
road line to haul dirt away. As the canal grew 
deeper, mud slides became more frequent, with 
downpours able to undo in one day what had 
taken months of arduous labor. 

Malaria and yellow fever, both of which doc- 
tors could neither prevent nor cure, killed thou- 
sands of workers, including the daughter, son, 
son-in-law, and wife of Jules Dingler, the com- 
pany’s director general from 1883 to 1885. The 
workforce reached a peak of 19,000 men in 1884, 
most of them from France and Jamaica, but by 
1885 only one-tenth of the work had been com- 
pleted. Even though it finally switched to a lock 
design in 1888 and started making more rapid 
progress, the company ran out of funds and dis- 
solved in 1889. French politicians and company 
directors became embroiled in a large bribery 
scandal, and Lesseps narrowly avoided jail time 
because of old age. 

The United States then replaced France as the 
main backer for an interoceanic canal. In the mid- 
1800s, with the settlement of California, traffic 
across the isthmus by means of a rail line increased 
exponentially, greatly increasing the appeal of a 
direct sea passage. Admiral Alfred Thayer Mahan 
wrote The Influence of Sea Power upon History (1890), 
a work that convinced many U.S. officials that a 
canal had a strategic value as well. During the 
Spanish-American War, it took the battleship USS 
Oregon, stationed in San Francisco, sixty-seven 
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Linking the Atlantic and Pacific Oceans across the Isthmus of Panama in Central America in 1914, the Panama Canal—shown in this 1923 
photo—became one of the world’s most important passageways for trade. (Library of Congress) 


days to complete the 12,000-mile journey around 
the tip of South America before it was able to join 
in the fighting in Cuba, thus demonstrating that 
a canal was a military necessity. 

In the eyes of the United States, Panama re- 
mained but one of three locations for a potential 
canal, along with Nicaragua and the Isthmus of 
Tehuantepec in Mexico. Two U.S. commissions 
ruled in favor of a Nicaraguan route in 1876 and 
1901. After several U.S. engineers, along with 
Philippe Bunau-Varilla, a French shareholder of the 
defunct Compagnie Universelle, lobbied for the 
Panama route, U.S. president Theodore Roosevelt 
and the U.S. Congress opted for a Panama route. 
The U.S. government bought the French com- 
pany’s remaining assets for $40 million. 

U.S. secretary of state John Hay and Colom- 
bian chargé d'affaires Tomas Herran signed the 
Hay-Herran Treaty (1903), which would have al- 
lowed the United States to build the canal in what 
was then a Colombian province, but Colombia 
refused to ratify the agreement. Undaunted, 
Roosevelt ordered U.S. warships to provide na- 
val support to a Panamanian independence move- 
ment. Unable to send in reinforcements, Colombia 


could not prevent Panama from declaring its in- 
dependence in November 1903. With Bunau- 
Varilla conveniently nominated as Panama’s 
envoy extraordinary, the Hay—Bunau-Varilla 
Treaty (1903) offered Panama $10 million in ex- 
change for a canal zone, ten miles wide, held in 
perpetuity. 

American engineers, along with workers 
drawn from Caribbean islands (chiefly Barbados), 
began construction in 1904. Learning from past 
French mistakes, chief engineers, first John EF 
Stevens, then Lieutenant Colonel George W. 
Goethals, built six pairs of locks that raised, then 
lowered, ships over the high continental divide, 
thus reducing the amount of excavating required. 
They introduced new, heavier machinery and 
made extensive use of the railroad line. Inspired 
by recent medical research proving that mosqui- 
toes transmitted yellow fever and malaria (the Ste- 
gomyia fasciata and the Anopheles, respectively), 
they eliminated pools of stagnant water, thus de- 
stroying breeding sites for the insects. Malaria 
cases declined from 0.7 percent in 1906 to 0.03 
percent in 1913, while yellow fever disappeared 
entirely. Over 5,000 workers, among a labor force 
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that peaked at 44,000 men in 1913, nevertheless 
lost their lives (some 25,000 men had lost their 
lives during the French attempt). 

Built at a cost of $325 million to the U.S. gov- 
ernment (not including the fees to the French 
company and the Panamanian government), the 
canal opened in 1914. Fifty miles long from Balboa 
on the Pacific to Col6n on the Atlantic, the canal 
boasts locks 1,000 feet long and 110 feet wide. 
Given its economic and strategic importance, U.S. 
troops were permanently station in the U.S.- 
controlled Canal Zone. The United States also in- 
tervened militarily in Panama itself, most recently 
in 1989 and 1990, and in neighboring Central 
American and Caribbean republics. A 1977 treaty 
finally gave Panama custody of the canal, which 
took effect on December 31, 1999. Some 4,359 
ships, displacing 230 million tons, crossed the ca- 
nal in 2000. 


Philippe R. Girard 


See also: Disease; Suez Canal; United States. 
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PAPER AND PULP 


The process of filtering cellulose fibers—found 
in plant cells, most often today from wood— 
suspended in water (pulp), which are then 
formed into sheets and dried (paper). 


Lightweight, flexible, sturdy, and inexpensive, 
paper is one of the most important inventions of 
human civilization, although the perceived envi- 
ronmental impacts of its industrialized produc- 
tion have drawn criticism in recent decades. 
The invention of paper lagged far behind the 
invention of writing. Sumerians created the first 


writing system in the fourth millennium B.c.£.; 
known as cuneiform, it consists of the marks of a 
wedge-shaped stylus pressed into a clay tablet. 
Egyptians used various character sets on papy- 
rus and stone in the following millennia, while 
ancient Greeks and Hebrews used wax-covered 
stone and wooden tablets. Writing in China dates 
to the second millennium B.c.£., when bamboo 
strips and woven silk were used. But by the sec- 
ond or first centuries B.C.£., papermaking—using 
a process that, in its fundamentals, has little 
changed in 2,000 years—was well known there. 
The first Chinese paper was made of bark and 
refuse hemp and linen rags mixed into a watery 
slurry and allowed to dry in sheets. 

From China, paper also spread eastward to 
Korea through trade and other cultural contact, 
likely by the third century, and then to Japan, 
perhaps by the fourth century. Papermakers in 
China gradually reduced or eliminated their use 
of refuse cloth and turned almost exclusively to 
raw natural fibers, such as hemp, rattan, bamboo, 
and mulberry. Paper also spread westward along 
trade routes, and, by the eighth century, it reached 
central Asia, where Muslim papermakers devel- 
oped techniques utilizing refuse rag fibers. Trade 
and conquest by Muslims are alone responsible 
for the introduction of paper to Europe by the 
eleventh century, first in Islamic Spain. Indeed, 
the word for today’s standard unit of paper— 
“ream” —is derived from the Spanish resma, which 
in turn comes from the Arabic rizma (bundle), the 
primary form in which paper was traded through- 
out Asia, the Middle East, and Europe. Italy was 
also an early adopter of papermaking techniques 
acquired through cultural and political ties with 
Arab-Islamic northern Africa: paper first appeared 
in Sicily before the twelfth century. 

Europeans were slow to abandon their use of 
parchment—animal skins prepared for writing 
on—and papyrus, but Johannes Gutenberg’s in- 
vention of movable type in the fifteenth century 
made demand for paper explode. The print run 
of his Bible, the first ever printed, is revealing: it 
is believed to have included 35 copies on parch- 
ment and 165 on paper. As papermaking spread 
northward, pulp and paper production in Europe 
became dominated by mills making paper that, 
unlike Chinese paper made for brushes, could 
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First developed by the ancient Chinese, paper became a key manufactured trading commodity in modern times, requiring vast supplies of 
wood pulp. Shown here are pulp logs awaiting shipment in Victoria, Australia, in the early 1940s. (Library of Congress) 


withstand the physical stresses of mechanized 
printing. By the early seventeenth century, 
Antwerp and Cologne had become major centers 
for the international trade in paper, with Amster- 
dam soon to rise to similar importance. 

From the early eighteenth century onward, 
pulp and paper production became increasingly 
industrialized. By 1700, the so-called Hollander 
beater was invented in the Netherlands: it used a 
wheel outfitted with metal blades that cut water- 
logged rags to produce pulp more efficiently than 
older stamping mechanisms, which crushed rags 
with wooden hammers. The first papermaking 
machine was invented in the late 1790s in France 
by Nicholas-Louis Robert; patented in England 
in 1801, Robert sold the patent in part to the Lon- 
don stationers Henry and Sealy Fourdrinier, who 
perfected his design. Capable of producing large 


continuous sheets in huge volumes, the paper- 
makers like it today are still called Fourdrinier 
machines. 

But the European paper industry was plagued 
by shortages of raw materials for pulp that dated 
almost to the first introduction of paper to Eu- 
rope. These shortages only became more intense 
in the nineteenth century, when expanded lit- 
eracy increased print production. Experiments 
with materials more plentiful than rags began as 
early as the 1720s and included, over the next 
hundred years, books printed from pulped pi- 
necones, grass, straw, corn husks, and thistles. In- 
expensive ground-wood pulp came into broad 
use by the 1840s, although the resulting paper was 
brittle, off-white, and short lived. Subsequent 
advances in the chemical treatment of wood pulp 
in America and England improved the quality of 
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paper while keeping costs low, but this treatment 
has often been blamed for environmental pollu- 
tion. By the later nineteenth century, paper was 
used to make everything from boxes to shirts to 
tables. 

Today, over 99 percent of all paper is made 
from wood pulp. Industrial pulp and paper pro- 
duction remains a multibillion-dollar, multibillion- 
ton industry. In 2000, the United States was the 
world leader in pulp production, at just over 30 
percent of the market, although in world paper 
and paperboard production it (at 26.4 percent) 
was topped by Europe (30.9) and China (29.6). In 
2001, paper manufacturing in the United States 
reached over $14 billion in exports and over $18 
billion in imports. 


J.E. Luebering 


See also: Alphabet, Aramaic; Alphabet, Cyrillic; Alphabet, 
Greek; Alphabet, Latin; Alphabet, Phoenician. 
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PATENTS 


A form of intellectual property right. Derived 
from the Latin word pat re, which means to 
be open or public. 


Intellectual property can be broadly classified into 
two categories: copyright and industrial property. 
Industrial property can be further classified into six 
categories: patent, geographical indications, indus- 
trial designs, trademarks, layout designs of inte- 
grated circuits, and trade secrets. These are now 
governed under the Agreement on Trade-Related 
Aspects of Intellectual Property Rights (TRIPS) 
Agreement of the World Trade Organization (WTO). 

A patent is a form of government grant al- 
lowing monopoly use of an invention for a lim- 
ited amount of time. Patents are a method by 


which the innovator or inventor can protect his 
or her innovation or invention and have rights 
to exclude others from using it. Patents are use- 
ful because protecting an invention and creat- 
ing rights of the originator on his invention give 
impetus to further research and technological 
development. 

Patents have a long history. In Britain, pat- 
ents can be traced to the fifteenth century, when 
special privileges started to be given to manufac- 
turers and traders by the Crown. Henry VI 
granted the earliest known English patent to John 
of Utynam in 1449 for a method of making stained 
glass that was required for the windows of Eton 
College. This granted John a twenty-year mo- 
nopoly on his invention. Such granting of pat- 
ents expanded under the Tudors. Between 1561 
and 1590, Elizabeth I granted fifty patents. These 
patents covered various items, including soap, salt 
peter, alum, leather, salt, glass, knives, sailcloth, 
sulphur, starch, iron, and paper. An example of 
refusal to grant a patent is related to the case in 
1596 of John Harrington’s design for a water 
closet. In the United States, the first patent was 
granted for a method for making potash. This 
patent was issued in 1790. Before 1793, the secre- 
tary of state, secretary of war, and attorney gen- 
eral examined the patents applications. 

The importance of patents can be understood 
in the context of the development of the telegraph. 
A patent was used for dominating the market and 
preventing competition. During the 1870s, there 
was great competition between the financiers 
Cornelius Vanderbilt and Jay Gould to get con- 
trol of Thomas Alva Edison’s telegraph patents. A 
patent was indeed a financial asset for a business. 
In the case of the radio, the Radio Corporation of 
America purchased the patents of Guglielmo 
Marconi. However, during the depression years 
of the 1930s the patent system received a setback 
as it was felt that patents led to monopolization. 

A patent is a legal document. Patents are pro- 
tection accorded by national governments to an 
inventor and are valid for a fixed number of years. 
During this period, the patent holder has an ex- 
clusive right to use his or her product. The patent 
holder has a right to exclude others from making, 
using, offering for sale, or selling the invention 
or importing the invention into the country. Hav- 
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By guaranteeing exclusive ownership over a new invention or process method for a set period, patents 
are designed to spur innovation. Here, Thomas E. Robertson, the commissioner of patents, displays 
patented machinery, tools, and an umbrella in 1930. (Library of Congress) 


ing a patent means having the right to exclude. 
In return for this right, the patent holder discloses 
details of his or her invention to the people by 
filing the details with the Patent Office. Usually 
in most countries, the patent is given for a period 
of twenty years from the date of filing. After the 
expiration of the period, any third party can use 
the patent for free. Also, the patent granted is usu- 
ally valid within the territories of a country. Thus, 
patents have two limitations—of time period and 
of territorial applicability. 


INTERNATIONAL PROTECTIONS 


The issue of international protection emerged 
during the International Exhibition on Inventions 
in Vienna in 1873. Inventors were afraid that their 
ideas would be stolen for commercial purposes 
in foreign countries. This finally led to the the Paris 
Convention for the Protection of Industrial Prop- 
erty in 1883. This treaty, which was enforced in 
1884, helped patent holders receive protection in 
foreign countries. To this was added the Bern 
Convention for the Protection of Literary and 
Artistic Works (1886), both of which were admin- 


istered by an international bureau, the Bureau 
Interationaux pour la Protection de la Propriété 
Intellectuelle. This led to the formation of the 
World Intellectual Property Organization (WIPO) 
in 1967. WIPO became a specialized agency of the 
United Nations in 1974 charged with administer- 
ing intellectual property issues of its member 
states. WIPO also helped put in place treaty ar- 
rangements for a single international patent ap- 
plication through agreements like the Patent 
Cooperation Treaty. Provisions of the WTO un- 
der the TRIPs Agreement give an added benefit 
that patents filed in one country will be valid in 
all signatory countries to the TRIPS Agreement. 
This also means that the signatory countries for 
any issue or dispute are under the jurisdiction of 
the WTO dispute settlement mechanism. WIPO 
and TRIPS now have a cooperation arrangement 
between the two organizations. 

Patents have different dimensions. There are 
related concepts like the design patent, plant 
patent, and utility patent. Design patents are 
granted for inventions that are new and original, 
and for ornamental design for an article of manu- 
facture. Plant patents are granted for inventions 
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or discoveries of plants, or asexually reproducing 
any distinct and new variety of plant. A utility 
patent is granted for inventions and discoveries 
that are new and useful and are nonobvious pro- 
cesses, machines, articles of manufacture, or com- 
positions of matter, or any new and useful 
improvement on an existing product or thing. 

For the future, there are important issues that 
concern the topic of patents, for example, the 
patent of lifesaving drugs. Particularly with dis- 
eases like AIDS, patented drugs are usually too 
costly for poor people in developing countries. 
The problem becomes acute when under the 
product patent system it is not possible to repli- 
cate these drugs through other processes. Thus, 
it becomes an issue of how to balance the public 
health requirements with the interests of the 
patent holder. 

Many inventions come out of small and me- 
dium-sized enterprises, but many of these lack the 
awareness and resources to be able to use patent 
systems. In such cases, bigger firms that have the 
power to commercialize their patented inventions 
have an advantage over the smaller firms. 


Anup Mukherjee 


See also: United Nations; World Trade Organization. 
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PEGOLOTTI, FRANCESCO 
BALDUCCI (1315-1340) 


The most prominent merchant of the House 
of Bardi banking family of Florence, Italy, 
which flourished in the first half of the four- 
teenth century. 


Francesco Balducci Pegolotti’s association with the 
Bardi House lasted from about 1315 to 1340. Dur- 
ing that time, he served in various branch offices 


of the Bardi House, among them Antwerp, 
Cyprus, and London. Near the end of his career, 
he negotiated trading rights between the 
Florentines and the king of Little Armenia. 

Pegolotti is best known for his book Practica 
della Mercatura (The Practice of Trade), a guide for 
conducting business in medieval Europe. The 
book contained detailed descriptions of business 
practices such as taxes, ports, trade routes, weights 
and measures, and pricing tables. Exchange rates 
in two currencies were included, demonstrating 
how complex the process of international trade 
had become by the Middle Ages. A specialist in 
the wool trade, Pegolotti devoted much of his at- 
tention in the book to that commodity and how 
to judge its quality and value and the character 
of the supplier. 

The thoroughness of this work gives the 
reader a sense of the merchant's life in Pegolotti’s 
time as well as the practical bent of its author. In 
advising those who would venture along the Silk 
Road, Pegolotti stipulates where to find the best- 
quality goods and offers such practical advice as 
imploring the reader not to tempt fate by hiring 
bargain-rate translators for the Eastern portion of 
the trip. One copy of the manuscript survives and 
can be found in the Riccardian Library in Florence. 


Ann Saccomano 


See also: Bardi House of Banking. 
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PEPPER 


A spice that is indigenous to Java but grown in 
other tropical countries and is used to flavor 
food. 


The black pepper (Piper nigrum) is a perennial 
climbing shrub that produces pea-sized fruit 
called peppercorn. Black pepper is the whole 
dried fruit; while white pepper is the inside of 
the fruit under the dark outer hull. The ancient 
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European merchants sailed around the world in search of pepper, shown here being 
gathered for export in the Moluccas, or Spice Islands, of the East Indies (now Indonesia). 
(Mary Evans Picture Library) 


Greeks traded with Arab merchants for both pep- 
per and cinnamon. The pungency of pepper 
helped to make food taste better. By the third cen- 
tury B.c.E., the Arab traders had developed an ex- 
tensive trade network that carried the luxury item 
to ports on the Red Sea, along the coast of Africa, 
and into Europe through the Roman empire. The 
decline in trade after the fall of the Western Ro- 
man empire halted the importation of pepper. But 
when the crusaders conquered Jerusalem during 
the First Crusade (1095), they once again came 
into contact with pepper. Europeans traded with 
the Arabs for the spice—which was critical in the 
preservation of food and, conversely, in disguis- 
ing the taste of food that was not fresh—until the 
end of the Crusades. By the fourteenth century, 
the traditional sea trade in pepper had been re- 
placed by the Spice Route under the protection 
of the Mongols. Pepper continued to reach Eu- 


rope from India, but the cost of the spice, which 
included profit for the middleman, led to a de- 
sire on the part of Europeans to find a way to trade 
directly with India. Since the Arabs controlled the 
Middle East and the Red Sea, the only possible 
route was around the continent of Africa. 

Portugal's Prince Henry the Navigator estab- 
lished a navigational school for the purpose of 
sailing along the coast of Africa in search of gold, 
slaves, and pepper. Although the sea routes were 
dangerous, the profits exceeded the risks. Ships 
laden with pepper returned to Portugal, where 
the king received a portion of the profits. The 
Portuguese came to dominate the pepper trade 
for the next several centuries until the British 
consolidated control over India and the Spice 
Islands. 

After Spain was unified in 1492, Christopher 
Columbus gained the sponsorship of the king and 
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queen for a journey west across the Atlantic Ocean 
to China. Realizing the potential profits to be 
gained if he was successful, Isabel and Ferdinand 
hoped to increase their royal treasury substan- 
tially. Although Columbus did not reach India and 
return with black pepper, he did return with sev- 
eral varieties of New World peppers. In South 
America, bushy, woody-stemmed plants pro- 
duced peppers such as cayenne and the chili pep- 
per, which is sold dried or as a sauce such as 
Tabasco. Red and green peppers, which are milder 
in taste, were also discovered in the New World. 
Paprika, which is produced from peppers grown 
in central Europe, is also used as a spice. The Span- 
ish pimiento is used for stuffing green olives. 

Pepper continues to be used around the 
world. The three main black pepper—producing 
countries of India, Indonesia, and Malaysia 
formed the Pepper Community to coordinate 
marketing efforts. In 1972, the organization be- 
came known as the International Pepper Com- 
munity when Brazil, Thailand, and Sri Lanka 
joined. The member states produce between 70 
and 80 percent of the world’s pepper. The orga- 
nization is attempting to persuade Vietnam to join 
and, if successful, it will control 95 percent of the 
world’s black pepper production. 


Cynthia Clark Northrup 


See also: Spice Route. 
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PERFUME 


A fragrant liquid, consisting usually of floral 
or resin scents, that is sprayed or rubbed on 
the skin or clothes. 


Perfumes have been used since ancient times. The 
Medes and Persians were the first civilizations to 
have records of the heavy use of perfume, but no 
indication exists that it was produced within the 


empire. Instead, it is believed that the Medes and 
Persians traded for perfume with their neighbors 
the Parthians. 

Ancient Egyptians used perfume for ceremo- 
nial, funeral, and other purposes as well. Unlike 
the Medes and the Persians, the Egyptians devel- 
oped a domestic perfume-making industry that 
relied on the importation of scents from other re- 
gions such as the Arabian Peninsula. Resins were 
used extensively in the scents. Priests offered 
sweet scents to the gods three times a day. Per- 
fumes were used in the mummification process 
as well, with sachets often placed around the neck 
of the deceased person. Flowers and spices such 
as irises, heliotrope, saffron, ccnnamon, and myrrh 
added fragrant scents to perfumes and oils used 
in everyday life. Expeditions would leave Egypt 
laden with foodstuffs and return with the ingre- 
dients for producing these perfumes. 

The ancient Greeks and Romans adopted the 
use of perfumes from the Egyptians. Greek leg- 
end, including Homer’s Iliad and Odyssey, men- 
tions the use of perfume not only for its pleasant 
scent, but also as a means of luring and enticing 
another individual. The Greeks, in general, did 
not enjoy perfume on a wide scale until the fourth 
century B.c.E., when the civilization was at its 
height. Floral scents were the most popular, with 
the Greeks developing a different scent for each 
part of the body. Frequently, guests attending 
large banquets received a bottle of perfume when 
they arrived, while at other times they might wash 
their hands in perfume at the beginning of the 
event. Wealthy individuals were buried with a 
bottle of perfume, while those who were too poor 
simply had a picture of a bottle of perfume 
painted on their coffin. The lack of a variety of 
flowers in Greece meant that, like the Egyptians, 
they imported ingredients and then manufac- 
tured the perfume in their country. 

Traditional Roman use of perfumes remained 
limited until the expansion of the empire. As 
Greece, Egypt, and the Levant fell under the con- 
trol of the Romans, people from these areas trav- 
eled to Rome and brought with them perfumes. 
The Romans developed an extensive assortment 
of scents, primarily from the flowers grown in 
Italy. Instead of importing ingredients, Rome ex- 
ported perfumes and oils throughout the empire. 
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Today, most famous brands of perfume continue to be produced in 
France or the United States, although the ability to reproduce many 
fragrances through chemical processes has resulted in the devel- 
opment of a discount perfume industry based in many countries 
around the world. Shown here is a 1920 advertisement for a French 
perfume. (Library of Congress) 


Perfume merchants became wealthy as the up- 
per classes of society purchased their perfumes, 
and then the merchants’ new scented beauty 
creams and hair products. 

From the fall of the Western Roman empire in 
476 c.£. until the Crusades began in 1095, perfume 
use declined in most areas except in the Gothic 
regions that had been exposed to the use of per- 
fume by the Romans. However, perfume was re- 
stricted to the nobility and then to the church after 
the northern tribes converted to Christianity. A 
perfume industry developed in France after the 
reintroduction of perfumes and scents such as the 
rose attar during the Crusades. Philippe Auguste 
granted glove makers the right to create perfumes 
used for the scenting of gloves (a practice first 
developed in Spain). This privilege would ullti- 
mately lead to the designation of master perfum- 
ers, who possessed the exclusive right to sell 
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perfumes. During the next 300 years, new floral 
scents would be used to create perfumes of lav- 
ender, violet, orange flowers, and musk. 

During the reign of the Valois kings in France, 
the use of perfume in court life reached its height. 
Baths, clothes, jewelry, and just about everything 
else—including the parrots—were scented with 
fragrances. Perfume makers received many spe- 
cial privileges as kings and queens employed their 
services. Such was the excess of the courts that by 
the Renaissance the use of perfumes had reached 
the masses. The discovery of the New World 
added additional scents to the perfumes used in 
Europe, with cocoa and vanilla being the two new 
main ingredients used. However, the extensive 
use of perfumes faded during the early 1500s only 
to return again by the end of the century as the 
nobility once again began using scents like orange 
blossom. 

Since France enjoyed an abundance of flow- 
ers, the French perfume industry did not rely on 
many imports to produce the vast quantities of 
their products. Instead, the French, over the next 
several hundred years, became the perfumers of 
the world. Exports of perfume increased, except 
during the French Revolution. The development 
of chemical processes at the end of the nineteenth 
century affected the perfume industry as new 
synthetic scents and the use of alcohol-based per- 
fumes were introduced. France maintained its 
position as the perfume maker of the world until 
World War I, when the United States started de- 
veloping a perfume industry of its own. The most 
famous brands of perfume at the beginning of the 
twenty-first century continue to be produced in 
France or the United States, although the ability 
to reproduce many fragrances through chemical 
processes have resulted in the development of a 
discount perfume industry based in many coun- 
tries around the world. 


Cynthia Clark Northrup 


See also: Crusades; Roman Empire. 
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PERSIAN GULF 


A shallow body of water with many islands that 
is bordered by Oman and the United Arab 
Emirates on the south, by Qatar and Saudi 
Arabia to the west, by Kuwait and Iraq to the 
north, and by Iran to the east. The Tigris, 
Euphrates, Karun, and Karkheh Rivers empty 
into the gulf. 


During ancient times, the waterways connected 
to the Persian Gulf were important for the move- 
ment of people and goods. The slow-moving cur- 
rent of the gulf allowed for safe passage around 
the region. Ancient civilizations such as the 
Sumerian, Assyrian, and Babylonian empires de- 
veloped along the major rivers. The strategic lo- 
cation of the gulf on the trade routes between 
India and the Mediterranean Sea resulted in 
many wars and invasions. The Arabs, Persians, 
Turks, Mongols, and Europeans have all sought 
control of the area. Local trade consisted prima- 
rily of pearling and fishing. 

During the early nineteenth century, the 
British, with their expansive empire, developed 
steamships that could move goods from India 
quicker than by sailing ships. Cotton, pepper, 
and other spices were shipped from India to the 
mouth of the Tigris and Euphrates Rivers, where 
the cargo was loaded onto smaller vessels and 
transported up the rivers through present-day 
Iraq and Turkey to the Mediterranean Sea. By 
utilizing this route, the British were able to 
eliminate the long and dangerous voyage 
around the Cape of Good Hope. By 1820, the 
route had become important enough for the 
British government to negotiate treaties with 
the Arab sheikhs who had been attacking Brit- 
ish shipping. Truces were signed in 1820 and 
1835, followed by the Perpetual Maritime Truce 
that ended all harassment of British ships. By 
1907, the Trucial States had fallen under the Brit- 
ish sphere of influence. 

Although the significance of the Persian Gulf 
(or the Arabian Gulf) had been its waterways for 
centuries, in 1908 oil was discovered in the re- 
gion and the area took on a more strategic im- 


portance. During the 1930s, large oil deposits 
were discovered. The British continued to con- 
trol the region throughout the 1930s and World 
War II. Oil from the Persian Gulf states provided 
west European countries and the United States 
with a steady source of crude. By the 1950s, ge- 
ologists were estimating that 50 percent of the 
world’s oil was located in the Persian Gulf region. 
Major production facilities and harbors were con- 
structed to handle the processing of the oil, while 
Arab sheikhs became wealthy. During the 1960s, 
the British turned control of the region over to 
several tribal families who established many of 
the present-day countries. From the 1970s, the 
United States has exercised influence over the 
region by establishing military bases in countries 
such as Bahrain. However, the Arab-Israeli con- 
flicts of the 1960s and 1970s, coupled with the 
support of the United States for Israel, led many 
of the countries in the region to agree to an Or- 
ganization of the Petroleum Exporting Countries 
oil embargo against the West. The reduction of 
oil supplies on the world market placed many 
European countries, as well as the United States, 
in a vulnerable position. A disruption of trade 
twice during the 1970s forced these countries to 
seek alternative sources of oil. Drilling in Alaska, 
Texas, off the coast of Louisiana in the Gulf of 
Mexico, and the North Sea would eventually re- 
duce the dependency of the West on Persian Gulf 
oil, but the exploration and development of pro- 
duction facilities took years. 

Meanwhile, within the region Arab-Persian 
tensions mounted over navigation rights. Iraq, 
under the leadership of Saddam Hussein, sought 
to control the Shatt al Arab and gain access to 
Iran’s major port and oil fields. The ensuing 
eight-year war (1980-1988) threatened the sta- 
bility of the region, and on several occasions both 
countries attacked neutral oil tankers in the gulf. 
Oil became a cause for war again in 1990 when 
Hussein invaded Kuwait. The Kuwaiti royal fam- 
ily appealed to the United States for assistance. 
An international coalition helped restore the 
government of Kuwait in 1991 after defeating 
Iraq in the Persian Gulf War. Support for the ef- 
fort stemmed from a desire by most participants 
to prevent Hussein from controlling too much 


of the region’s oil supply and thereby exercising 
undue control over supplies and prices. At the 
conclusion of the hostilities, the United Nations 
placed an embargo on Iraqi oil by restricting its 
sale for food, medicines, and other humanitar- 
ian reasons only. During the next decade, indi- 
vidual countries that continued to provide 
Hussein with weapons and other technology 
largely circumvented this policy. After the ter- 
rorist attacks of September 11, 2001, the United 
States first attacked Afghanistan, where the ter- 
rorists trained, and then Iraq, toppling the gov- 
ernment of Saddam Hussein. Although some 
people argue that the United States invaded the 
country for its oil, the stated goal of the Bush 
administration was to establish a stable demo- 
cratic regime that will serve as a bulwark against 
terrorism. 

Although oil remains the primary export for 
the Persian Gulf countries, the availability of oil 
from other sources has reduced the economic 
clout of the region. In 2002, the United States im- 
ported 19.7 million barrels of oil a day, but more 
than one-fourth of that oil came from its North 
Atlantic Free Trade Agreement partners (Canada 
and Mexico). Only Saudi Arabia ranked among 
the top suppliers of oil from the Persian Gulf re- 
gion. As the power of these states to control the 
production and price of oil declines, several prob- 
lems have emerged. Unemployment and the lack 
of a diverse economy are already creating troubles 
within the region. Terrorism and political insta- 
bility have recently emerged as issues that will 
also need to be addressed. 


Cynthia Clark Northrup 


See also: British Empire; Oil; United States; Warfare. 
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PETER THE GREAT 
(1672-1725) 


A Russian tsar who sought to bring west Euro- 
pean culture and trade to his empire. 


Peter the Great, the tsar of enlightenment, realized 
at the end of the seventeenth century the economic 
and social backwardness that separated Russia 
from western Europe. Trade was for centuries ham- 
pered because, unlike the merchants in the West, 
Russian townsmen did not enjoy any tax privileges. 
In the Muscovite state, foreign trade was put un- 
der the control of the state administration. Not until 
1699 did merchants receive the right to move freely 
within Russian borders. In pre-Petrine Russia, En- 
glish merchants, who were the representatives of 
the Muscovy Company, which developed the trade 
by way of the Baltic and White Seas, were the most 
active in commercial relations between Russia and 
the outside world. 

At the end of the seventeenth century, the 
Dutch Republic, now commercially the most ad- 
vanced state in the world, replaced the English 
as representatives for the company. By way of 
Arkhangelsk and the Swedish Baltic ports such 
as Narva and Riga, Dutch trade companies ex- 
ported Russian raw materials such as tallow, pitch, 
grain, leather, and furs. In 1698, Peter the Great 
started his “Great Expedition” to western Europe, 
including the Netherlands, whose commercial 
vigor made a strong impression on the young 
emperor. By 1690, there were over 300 Dutch mer- 
chants in Russia. After his return from western 
Europe, Peter the Great systematically opened 
Russia to Western trade. 

In 1689, Russia signed a trade agreement with 
Prussia. Western merchants saw at that time in 
Russia a very important transit route to develop 
a trade of luxury goods with Persia and China. 
Peter the Great was himself strongly interested 
in colonial trade when he had been guest of the 
East India Company, and he then fostered the 
idea of a commercially prospering Russian em- 
pire through trade with the Orient. The Petrine 
era was characterized by many Russian commer- 
cial expeditions to Persia, India, and China. Trade 
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Peter the Great fostered the idea of a commercially prosperous 
Russian empire conducting widespread trade with China and the 
rest of East Asia. (Library of Congress) 


with Oriental powers transformed Russian bor- 
der cities into intercultural outposts. The range 
of merchandise was quite varied—from furs, to 
tea, silk, gold, porcelain, and carpets—and the 
commercial ties enriched the state treasury. 

The extensive wars with Sweden and Turkey 
intensified Peter the Great’s demand for economic 
trade with his Western and Oriental neighbors. 
Saxon Baron Luberas and Peter S. Saltykov, who 
supported Peter the Great’s willingness for eco- 
nomic experiments, advised him in his commer- 
cial policy. For example, he employed English and 
Dutch brewers to make beer, and he ordered the 
import of sheep from Silesia to Kazan to improve 
sheep bearing. However, in his late reign, from 
the 1720s onward, he pursued an increasingly 
protectionist policy toward the outside world, as 
in 1724, when he imposed duties of up to 75 per- 
cent on imported goods. 

Although with Peter the Great private initia- 
tive entered Russian trade, there were many dif- 
ficulties in regards to the poor infrastructure, the 
shortage of capital, technological backwardness, 
the weakness of the Russian merchant class, and 
the lack of a strong “commercial spirit.” It has been 


estimated that by 1726, the year after the 
emperor’s death, half of all Russian exports con- 
sisted of simple manufactured commodities (e.g., 
linen, canvas, and iron). In contrast to their fel- 
low merchants in western Europe, Russian mer- 
chants were at a great disadvantage as they had, 
under Peter the Great, to pay higher rates of in- 
terest on borrowed capital and higher freight and 
insurance rates. As such, Peter the Great’s achieve- 
ments in Russian commercial life were uneven. 


Eva-Maria Stolberg 


See also: British East India Company. 
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PETRA 


An ancient city in what is now southwestern 
Jordan. 


The name “Petra” derives from the Greek petros, 
meaning rock, as many of the important sites are 
carved directly from surrounding canyons. Petra 
is referred to as Sela in the Bible (2 Kings 14:7) 
and is known in Arabic as Wadi Musa, after the 
stream that flows through it. 

Petra has been occupied for thousands of 
years. The remains of villages have been un- 
earthed nearby that extend back to the earliest 
settlement in the region, dating to approximately 
6500 B.c.E. Access to the site could only be achieved 
through a winding, half-mile-long canyon. Its 
position, on a wide plain surrounded on most 
sides by mountains, made it an ideal location for 
defensible settlement. 

Petra was an early center for the Edomites or 
Idumaeans, a West Semitic people closely related 
to the ancient Israelites, and served as an impor- 
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The ancient city of Petra once served as an important transit point for caravans traveling between the Levantine coast, Egypt, and 
Mesopotamia. Today, the city is the foremost tourist attraction in the Hashemite Kingdom of Jordan. (Library of Congress) 


tant transit point for caravans traveling between 
the Levantine coast, Egypt, and Mesopotamia. 
The Edomites, who flourished during the first half 
of the first millennium B.c.£., established Petra as 
one of their primary military centers, though their 
capital was never located there. 

In the fourth century B.c.£., the Edomites were 
driven north by a new wave of Semitic invaders, 
the Nabataean Arabs. Along with the other 
Edomite centers, Petra fell to the Nabataeans, who 
made it their capital. The Nabataeans were a 
highly sophisticated people who became one of 
the major economic forces in the Near East. They 
were the primary trade intermediaries between 
Egypt and Arabia, and under them Petra became 
the focal point of a vast caravan trade network. 
Goods from as far away as China and India 
moved through the city on their way to markets 
in Asia Minor and North Africa. Myrrh, an Ara- 
bian product used in sacrificial incense through- 


out the ancient world, was one of the most im- 
portant of the Nabataean trade commodities. 
Arabs, Jews, Greeks, Egyptians, and Aramaeans, 
among other peoples, mingled in Petra, which 
became famous for its cosmopolitan and diverse 
population. 

Between the fourth century B.c.z. and the first 
century c.E., the city was greatly expanded and 
many new monuments were built, including the 
Khasneh (the famous treasury and customs house, 
the facade of which is featured prominently in the 
popular movie Indiana Jones and the Last Crusade). 
Many magnificent temples and other cultic cen- 
ters were erected, as well as libraries, theaters, 
gymnasia, and an extensive complex of rich burial 
chambers, thousands of which have been un- 
earthed. The city survived a brief occupation by 
Athenes, a general of the Greco-Macedonian war- 
lord Antigonus, in 312 B.c.£., expelling and mas- 
sacring the invaders and resisting a second 


736 PETRA 


Macedonian incursion under Antigonus’s son, 
Demetrius, a few years later. 

In 106 c.z., Petra was occupied by the Romans, 
who turned it into the capital of their new prov- 
ince of Arabia Petraea. During the course of the 
second and third centuries, trade routes shifted 
drastically and Tadmor (Palmyra) and other more 
conveniently located trade centers in Syria and 
Mesopotamia overshadowed Petra. However, 
Petra continued to hold an extremely high strate- 
gic importance. Its impregnability made it the 
perfect base for the Roman legions to deter at- 
tacks from Arabian nomads (the Roman fortress 
at Udruh can still be seen today). 

Petra operated as an early center of Christian- 
ity. It was the episcopal see of Palaestina Tertia. 
As the city declined, monks and hermits inhab- 
ited many of the ruins and several monastic cen- 
ters sprang up in and around Petra. Petra fell to 
the Muslim Arabs during the seventh century and 
steadily continued to deteriorate until its capture 
in the 1100s by the crusaders, who built a citadel 
there to protect the southern approaches to 
Oultre-Jordain (the region of the Kingdom of 
Jerusalem to the east of the Jordan River). With 
the end of the Crusades, however, the city again 
fell into obscurity. 

Over time, Petra was abandoned. It remained 
forgotten until 1812, when Johann Burckhardt 
became the first European in centuries to stumble 
across its ruins. Excavations were carried out ina 
haphazard fashion in the late 1800s and early 
1900s. Scholars from many different countries 
conducted more comprehensive archaeological 
digs during the 1950s and 1960s. Today, Petra is 
the foremost tourist attraction in the Hashemite 
Kingdom of Jordan. It is known as the “jewel of 
southern Jordan.” Over 800 surviving monu- 
ments, many of them carved directly from the 
multicolored sandstone of the surrounding cliffs, 
are considered by many to be among the most 
beautiful in the world. Tens of thousands of visi- 
tors from around the globe come annually to Petra 
to see sites ranging from the prebiblical sacrificial 
High Place to the Hellenistic temples and crusader 
fortresses. 


Brian M. Gottesman 


See also: Arabs; Roman Empire. 
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PHOENICIA 


An ancient territory of the Phoenicians, 
roughly equivalent to modern-day Lebanon, 
the northern coast of Israel, and western Syria. 


The name “Phoenicia” appears in some sources as 
“Phenice.” The term “Phoenicia” can also be used 
to refer to the colonies founded by the Phoenicians 
throughout the Mediterranean. The word derives 
from Greek; it was used by the Greeks to refer to 
the coastal Canaanites with whom they had trade 
relations. 


ORIGINS 


The Phoenicians were essentially the northwest- 
ern branch of that people known as Canaanites, a 
group of interrelated West Semitic peoples who 
immigrated in present-day Israel, Lebanon, and 
Syria at the dawn of recorded history. The exact 
date of settlement is uncertain, but it is known 
that trade relations between the coastal Canaanites 
and Egypt were established by the 2800s B.c.z. 
During much of the second millennium B.c.£., the 
Phoenicians fell under Egyptian domination. 
Nonetheless, they retained local autonomy and it 
was during this period that the great centers of 
Phoenician civilization, including Sidon, Tyre, 
Berytus (Beirut), Gebal (Byblos), Arvad (Aradus), 
Ugarit, and Tarabulus (Tripoli) became major ur- 
ban centers. 

By the mid-1200s B.c.£., the Phoenicians were 
well known as the master navigators and mari- 
time traders of the Mediterranean. They quickly 
filled the void created by the downfall of the 
Minoan civilization. Phoenicia was organized into 
city-states. A king (melekh) ruled each state. At first 
Sidon, probably the oldest such state, was domi- 
nant (e.g., in the Bible, the Phoenicians are re- 


Once a major trading outpost of the Phoenicians, Carthage was 
sacked and destroyed by the Romans in 146 B.c.e., as depicted in 
this highly stylized French manuscript from the fifteenth century. 
(The Art Archive/Museé Condé Chantilly/Dagli Orti) 


ferred to as “Sidonians”), but as time went on Tyre 
outshined its neighbor. Besides their home cities, 
the Phoenicians founded colonies and trading 
posts wherever they stopped to trade, especially 
in Cyprus, the Aegean, and North Africa. Some 
of these, such as Kittim on Cyprus and Carthage 
and Utica on the North African coast (ninth cen- 
tury B.c.E.), became fabulously successful city- 
states in their own right. 


PHOENICIAN DOMINANCE 


During the 1200s B.c.z., some northern Phoenician 
centers, such as Ugarit, were sacked and de- 
stroyed by the Sea Peoples, one of whom, the 
Philistines, settled along the coast of what is now 
Israel. Meanwhile, Israelite tribes seized the south- 
ern Canaanite urban centers. The Phoenician core 
states, however, appear to have emerged rela- 
tively unscathed from these events. With the 
waning of Egyptian power in the 1100s B.c.z., 
Phoenician seamen dominated the Mediterra- 
nean Sea. They sailed as far as the Dardanelles 
and may even have established a regular trade 
route to Britain to trade for Cornish tin. Some 
scholars have gone as far as to suggest that they 
even sailed down the western coast of Africa, 
around the Cape of Good Hope, and reached the 


PHOENICIA 737 


East Indies. Some scholars believe that Phoenician 
sailors even reached as far as the New World. 

The wares carried by these intrepid traders 
were extremely diverse. They enjoyed a virtual 
monopoly on Lebanon cedar, a favored building 
and decorative material (King Solomon of Israel 
imported huge quantities of this wood when he 
built the Temple in Jerusalem). They were famous 
for exporting a purple dye (Tyrian purple) ob- 
tained from certain shellfish that was in high de- 
mand among the noble classes throughout the 
ancient world. Indeed, the word “Phoenicia” is 
the Greek word for “purple.” Phoenician artisans 
and craftsmen were known for their excellent 
work; many extremely detailed ivory carvings 
have been unearthed, and Phoenician architects 
were sought after for building projects in Egypt, 
Israel, and elsewhere in the Levant. 


CULTURE AND RELIGION 


The Phoenician culture was more or less identi- 
cal with that of other West Semitic peoples; in- 
deed, they are indistinguishable from the 
southern Canaanites in every way except for their 
development of a maritime trading empire. The 
most popular gods were Baal, a storm god and a 
symbol of masculinity; Astarte, the goddess of 
fertility and feminine sexuality; and El, a myste- 
rious creator-deity who may have been related to 
the monotheistic God of the ancient Hebrews. 
Astarte (sometimes referred to as Tanit) has been 
connected with many other fertility goddesses, 
including Ishtar in Mesopotamia, Isis in Egypt, 
and Aphrodite among the Greeks. Her worship 
included ritual sexual intercourse between promi- 
nent community members and her priestesses. 
Many minor deities were also worshiped. Sacri- 
fice of firstborn animals was seen as a way of en- 
suring the blessings of these gods and goddesses; 
in many cases, the sacrifice of firstborn human 
children was also practiced (particularly in times 
of national emergency). 

The Phoenician language (called Punic by the 
Romans) was more or less indistinguishable from 
that of other West Semitic peoples; indeed, lin- 
guists have determined that Phoenician, south- 
ern Canaanite, ancient Hebrew, Edomite, Moabite, 
and Ammonite were all basically dialects of the 
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same language. Perhaps the greatest lasting ac- 
complishment of the Phoenicians was their de- 
velopment of a standard alphabetic script, which 
was adopted around the Levant and later modi- 
fied by the Greeks. This system greatly simplified 
writing, which had previously been done in cum- 
bersome cuneiform and hieroglyphic scripts. The 
Phoenician alphabet allowed the development of 
both Hebrew and Greek literature and was thus 
a key factor in the early emergence of Western 
civilization. 


DECLINE AND FALL 


Most of the Phoenician centers survived the 
Assyrian invasions of the Levant intact. However, 
in the mid-500s B.c.£. they submitted to the 
Achaemenid Persians. The Persians allowed the 
local kings to remain in power and retain local 
autonomy, but over time the Phoenicians were 
gradually absorbed into the Persian empire. 
Phoenician sailors, engineers, and artists all fig- 
ured prominently in Persian service. The bulk of 
the Persian navy in the Mediterranean was com- 
posed of Phoenician ships; though Phoenician 
mercenaries also served Persia’s enemies. 

The Phoenicians resisted Alexander the Great 
for several years but eventually fell to the 
Macedonians, with Tyre being sacked after a long 
siege in 332 B.c.g. With the fall of Persian domi- 
nance and the rise of the Hellenistic empires, the 
power and importance of the Phoenicians all but 
disappeared. Greek and Aramaic replaced the 
ancient Phoenician language and the main modes 
of discourse in the Levant. The Phoenicians be- 
came just one more group within the melting pot 
of Near Eastern Hellenism. The main cities of the 
Phoenicians continued to be major urban and 
trade centers well into the Roman period, and 
many are still in existence today (most of 
Lebanon’s coastal cities are built on the ruins of 
ancient Phoenician towns). Nonetheless, the dis- 
tinctive Phoenician culture was gone and sur- 
vived only in its westernmost colonies. 


PHOENICIAN COLONIES 


Cyprus was probably one of the first areas settled 
by Phoenician colonists. Kittim (Kition in Greek) 


became the principal Phoenician colony on 
Cyprus. Malta and several areas of southern 
Anatolia also boasted minor Phoenician colonies. 
Phoenician settlers, mostly from Tyre and Sidon, 
began establishing colonies in Iberia, the Balearic 
Islands, North Africa, and Sicily by the beginning 
of the first millennium B.c.£. These colonists were 
for the most part uninterested in settling large 
tracts of land. Instead, they sought anchorages 
and ports to serve as stopovers on the maritime 
trade routes from Phoenicia to the Iberian Penin- 
sula, where Phoenician traders acquired silver and 
other valuable metals. Unlike the many Greek 
colonies that cropped up in southern Italy and 
Iberia, most of the Phoenician colonies never 
reached any great size. The Phoenicians, for the 
most part, lacked the manpower to found huge 
colonies. Most of the Phoenician colonies were 
offshore islands or easily defensible areas with 
sheltered beaches. 

According to tradition, the oldest Phoenician 
colony in Iberia was Gades (modern-day Cadiz), 
founded in 1110 8.c.z.; Utica, the first colony in 
Africa, was said to have been founded around 1101 
B.c.E. However, there is no evidence of extensive 
settlement before the ninth century. Carthage 
(from Kiriyat Hadasht or “The New City”), which 
was destined to become the most successful of the 
Phoenician colonies and the master of the west- 
ern Mediterranean, was founded in the late 800s 
B.c.E.; Greek artifacts suggesting extensive trade 
with the Hellenic mainland have been unearthed 
from shortly after that date. Later colonies were 
established at Hadrumetum, Tipassa, Lixus, and 
Mogador; Phoenician settlers also established 
themselves at Motya in Sicily and Nora in Sardinia, 
among other places. 

The trade volume from these western settle- 
ments was enormous. The mineral wealth of Ibe- 
ria was so great that silver transported from Spain 
to the Levant depressed the value of silver bul- 
lion in the Assyrian empire by a substantial de- 
gree around 700 B.c.£. Family firms based in Byblos, 
Tyre, or Sidon who placed representatives in the 
colonies to look after their affairs carried much of 
the trade out initially. Following the subjugation 
of Phoenicia and the resulting independence of 
the colonies, many of these representatives 
founded successful trading clans in their own 


right; these mercantile families dominated the gov- 
ernments of most of the colonies. 

Because of their generally small size, the 
Phoenician colonies remained politically depen- 
dent on their homeland. However, the rise of 
Babylonia and the increasing pressure from Greek 
settlements caused the colonies of the western 
Mediterranean to look less to Phoenicia and more 
to one another for support. 


CARTHAGE 


Carthage was founded by émigrés from Tyre. Ac- 
cording to legend, Dido, a Tyrian princess, who 
fled from her brother following a dynastic 
struggle, led them. The city was built on a trian- 
gular peninsula that provided for easy defense 
and safe anchorage. 

In 580 B.c.£., several Greek cities in Sicily 
banded together to expel the Phoenicians from 
Motya and Panormus (Palermo). Under Cartha- 
ginian leadership, the western Phoenicians suc- 
cessfully defended their brethren from the 
Greeks; several decades later, in alliance with the 
Etruscans, Carthage and its allies and dependents 
prevented the Greeks from settling in Corsica and 
locked the Greeks out from the lucrative trade 
with southern Spain. 

Carthage owed much of its prosperity to its 
domination of the Phoenician colonies in south- 
ern Spain; these provided the precious metals and 
mineral wealth that the Carthaginians traded 
abroad for finished goods, foodstuffs, and other 
necessities. Carthaginian artisans also produced 
handicrafts that were highly sought after in Italy; 
Romans considered Carthaginian furniture and 
cushions to be luxuries. 

Carthage was initially a monarchy; however, 
the king was overthrown in the early 400s and 
the government was placed in the hands of sev- 
eral oligarchic councils, presided over by two 
suffettes (judges) in a manner not dissimilar to the 
consuls of Republican Rome. The Carthaginian 
navy dominated the seas west of Italy. Its army, 
however, was largely composed of Berber, Celtic, 
Iberian, and Greek mercenaries. As time went on 
and agriculture became more widely practiced, 
struggles ensued between the maritime trading 
families and the wealthy landowners for domi- 
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nance in the councils. This disunity was a factor 
in Carthage’s eventual downfall. 

Carthaginian imperialism created a great deal 
of resentment among the peoples of the western 
Mediterranean, even among other Phoenician 
colonies. This resentment was exploited by the 
rising power of Rome. From the middle of the 
third century to the middle of the second cen- 
tury B.c.E., Carthage became involved in a series 
of wars with Rome. These Punic Wars featured 
some remarkable and ingenious victories by 
Carthaginian forces. In the end, however, all the 
wars ended in Carthaginian defeats. First, 
Carthage lost control over Sicily, then Sardinia and 
Iberia, and finally, in 146 B.c.z., Carthage itself was 
sacked and destroyed by the Romans (it was later 
rebuilt as a Roman colony), and the remnants of 
its empire fell under Roman domination. The re- 
maining Phoenician colonies were absorbed by 
Rome one by one over the next few decades and 
were thoroughly Romanized. The Punic language 
continued to be spoken in some areas well into 
the Dark Ages, particularly among the lower 
classes, though it was gradually replaced by Latin 
and then, in the 600s c.z., by Arabic. 


Brian M. Gottesman 


See also: Africa; Alphabet, Phoenician; Etruscans; Mediterra- 
nean Sea; Punic Wars. 
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PILGRIMAGES 


Journeys for religious worship that have his- 
torically transported ideas, beliefs, merchan- 
dise, and commodities to other areas. 


Pilgrimages are almost universal, as pilgrimage 
places and the need to identify with the found- 
ing elements of the religion are universal. Their 
effect on the economy is especially evident in the 
cases of pilgrimages in Islam and in Christianity. 
Interlinked with the trade routes, the pilgrimage 
trails served as a source of cultural diffusion. In 
these aspects, pilgrimages have contributed to the 
historical development of trade. 

Evidence of pilgrimages is found as early as 
the Neolithic period, and the tradition might have 
existed earlier. An example of early pilgrimages 
could be found in Judaism and in the Bible, in 
which three agricultural festivals are mentioned 
(Exodus 23:14-17): a bread festival at springtime, 
a harvest festival in summer, and an autumn fes- 
tival of ingathering, when olives, grapes, and 
other fruits were harvested. These fests were later 
ascribed to mythical-historical events (the accep- 
tance of the Bible, the Exodus from Egypt, and 
the life in sheds in the desert during the Exodus) 
and a tradition of pilgrimage to the Temple Mount 
in Jerusalem took hold. 

Not only in Judaism is the pilgrimage desti- 
nation a mystical, symbolic place, related to the 
founding myths of the religion. Christians visit 
the places that echo the life of Jesus, Buddhists to 
the marks in the life of Buddha, and Muslims to 
Mecca, a holy space that represents the founding 
myth of Islam. Mystical healing powers are attrib- 
uted to many sacred spaces. 

Pilgrimage sites often have remarkable geo- 
graphical features, which created an attribution 
of holiness to them in earlier periods and in dif- 
ferent religions. Many contemporary world reli- 
gions used these earlier sites to carry on the 
traditions that bloomed in the region prior to con- 


version to the new religion. In other words, many 
contemporary and historical pilgrimage sites may 
be sacred sites to various religious traditions, 
rather than to just one. 

In other cases, rulers and religious leaders pro- 
claim a certain location as a place of pilgrimage, 
attributing holiness to places that were of strate- 
gic interest. Such places could have been holy 
spaces before the proclamation, but the formal 
recognition made them into points of pilgrimage 
and trade. In the case of Buddhism, for example, 
religious leaders from Bhutan proclaimed the 
place, in which according to the local belief Bud- 
dha “died,” as a holy pilgrimage site in the six- 
teenth century. The place soon became a center 
of pilgrimage trade. In ancient Greece, the festi- 
vals in the Parthenon were not only a demonstra- 
tion of religious piety, but also a demonstration 
of political power and unity and a place of gath- 
ering and exchange of information. 

For many believers, the pilgrimage is the peak 
of their religious life. Therefore, they are willing 
to invest immense amounts of money in the jour- 
ney and in the duties that are associated with it. 
Even in the ancient and premodern periods, this 
willingness created a market, which was based 
on the needs of the pilgrims. 


PILGRIMAGES AND THE 
DEVELOPMENT OF FINANCIAL 
SYSTEMS 


Pilgrimage in the premodern period was a long, 
laborious, and expensive venture for the pilgrim. 
Therefore, pilgrimages to remote destinations, 
such as Jerusalem, became more popular in Eu- 
rope in the thirteenth century, with the develop- 
ment of travel routes and means. The religious 
organizations, as well as those serving the pil- 
grims, such as guides, ferrymen, and innkeepers, 
profited on the spiritual need. Artists’ and 
craftsmens’ creations were (and are) sold in those 
sites, including some of the world’s great works 
of art. 

Thus, alongside the spiritual profit, a worldly 
gain was made by various elements in society, and 
especially by the religious organizations, from the 
pilgrimage trade. Moreover, declarations on ex- 
istence of holy places, which would be pilgrim- 


While ostensibly religious in nature, pilgrimages have also encour- 
aged trade. Shown here are Muslim pilgrims circling the holy Ka’ba 
on the annual hajj. (Library of Congress) 


age sites, were often correlated with financial 
need of the local institutions. Since many monas- 
teries and religious orders relied on the pilgrim- 
age trade, a rivalry between them selling relics 
and souveniers of saints resulted. 

The journey itself, and pilgrimages to faraway 
destinations, encouraged the development of fi- 
nancial methods that would be in later usage not 
only among the travelers. Instances of robbery or 
theft of money were regular, and the need to se- 
cure the large amounts of money carried around 
created several methods that would ensure the 
journeys. Thus, a system of trustworthy men, 
who would be keepers of funds, developed. The 
money would be placed in the hands of these 
trustees, so that in case of robbery, enough money 
for the journey would be kept aside. In return for 
the money, the treasurer gave the pilgrim a “re- 
ceipt” that could be used as means of exchange. 
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The representatives of the treasurer would deduct 
any expenses from the receipt at any stop. After 
the journey was over, any differences would be 
covered, or returned. 

This role was maintained by the Templars in 
the case of the Christian pilgrimages, who acted as 
the first “bankers” in Europe between the twelfth 
and the fourteenth centuries. The Templars are a 
good historical example of the effect pilgrimages 
have on economics and society. On the one hand, 
they adopted methods used in the East, by their 
Muslim opponents, to improve the economy and 
infrastructure in Europe. Among the different fi- 
nancial methods, whose adoption in the West are 
attributed to the Templars, are the “notes of hand,” 
a development essential to trade. Notes of hand 
were used as a liability note, instead of actual 
money, and could be traced today in checks and 
promissory notes. 

The development of ports and other remark- 
able stopping points was also dependent on pil- 
grimages. Many Mediterranean ports were 
developed as shipping origins of pilgrims and 
tradesmen. In contemporary Italy and France, 
these ports served not only local population, but 
also pilgrims from northern parts of Europe. The 
Egyptian ports to the Mediterranean and the Red 
Sea served people from remote points in Africa 
and Asia. 


WORSHIP SITES AND TRADE 
CENTERS 


In several world religions, and most significantly 
in Islam, the pilgrimage is part of the religious 
duties. In Islam, the hajj, the visit to Mecca in con- 
temporary Saudi Arabia, or “visit to the revered 
place,” is one of the basic religious honors, which 
should be performed at least once in a lifetime. 
The hajj is specifically important during the 
twelfth Islamic month (which falls, because of the 
lunar Islamic calendar, on different dates on the 
Gregorian calendar). 

The hajj is an obligation to those who are 
physically fit to perform it, both males and females. 
Those who visit Mecca wear special garments, 
which are meant to strip away symbolically the 
distinctions of class and culture, so that all would 
stand equal before God. Special ceremonial names 
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are preserved for those who have visited Mecca: 
hajji for males and hajjah for women. 

Rites and ceremonies are performed at the 
Ka’ba. Like many other holy sites, Mecca and the 
Ka’ba was a site of sanctification before the rise of 
Islam for the pagan tribes in the region. Those 
tribes used Mecca, and the seasonal festivals in 
the region, as fruitful grounds for various mer- 
cantile activities. The festivals themselves were 
seemingly connected with the activities of the 
trade caravans on the north-south (Africa-Asia) 
and east-west routes. 

The salvation of the holy places from the wor- 
ship of the pagans is attributed to Mohammed. 
The pagan tribes, who profited on the pilgrim- 
age trade, resisted Mohammed’s new ideas. The 
conflict culminated in the immigration of 
Mohammed and his followers to Medina in 622, 
a key event in Islamic tradition, the Hijra, which 
dates the beginning of the Islamic calendar. Seven 
years later, Mohammed returned to Mecca, and 
without bloodshed instituted monotheistic reli- 
gion in the town, destroying the pagan temple at 
the Ka’ba. 


PILGRIMAGES AND CULTURAL 
DIFFUSION 


A social network was created alongside the pil- 
erimage trails, and the trade routes, where trav- 
elers could stop and recuperate, became points 
of transcultural exchange. In these places, trad- 
ers, pilgrims, and migrants used to interact with 
the local population, bringing new goods and un- 
exposed ideas and integrating their culture with 
the local one. 

Thus, not only merchandise was interlinked 
with pilgrimages. Ideas as well as collective trends 
flowed through those routes. Values in different 
communities, which shared the same system of 
belief, were unified or at least integrated. For ex- 
ample, the artistic language and iconology used 
in churches that were used by pilgrims, as well as 
the themes (the destined holy sites), were slowly 
spread in the towns of origin or in stops along 
the way, such as ports. 

The myth of West African wealth also ex- 
panded, indirectly, through pilgrimages. Pilgrim- 
ages of African rulers to Mecca attracted the 


attention of Europeans (as well as that of those 
less aware among the North Africans and Arabs) 
to the trade potential south of the Sahara. In 1324— 
1325, Mansa Musa, who was the ruler of Mali, 
conducted the holy precept of hajj. Musa brought 
with him in that journey enormous amounts of 
gold, and it is said that he spent so much gold in 
Cairo that it caused a deflation and devaluation 
in the value of gold for several years later. This 
myth was among the contributing elements to the 
economic interest in Africa later, from the fifteenth 
century onward. 

Jerusalem is the center of several religious 
movements. However, other sites are also holy 
in several traditions, which creates, in some 
cases, interreligious conflict over the worship of 
the holy sites, but also intercultural and interre- 
ligious cooperation and interactions, making 
these towns centers of trade. Another example 
of a region where interreligious worship is com- 
mon is India, where many sites are holy to both 
Hinduism and Buddhism, and sometimes also 
to Islam or Sikhism. Hajo in Assam, for example, 
is the center of worship to several religious tra- 
ditions and a center for intercultural and com- 
mercial exchange between Muslims, Buddhists, 
and Hindus. 

Despite the fact that it is considered an age of 
secularization, the modern period might have 
strengthened the links between pilgrimage and 
trade, because during that time traveling and the 
flow of cross-cultural information were eased. Sev- 
eral regions, such as Israel (“The Holy Land”), the 
Saudi peninsula, the Vatican City, and the Indian 
subcontinent, rely in part on pilgrimage tourism. 

Moreover, some religious institutions became 
more active in promoting the pilgrimage to mys- 
tical holy sites, especially those associated with 
miracle healing, as means to counter the rational- 
ity of the Enlightenment. This occurred in Lourdes 
and Fatima, where the Catholic Church translated 
the visions of the Virgin Mother into a campaign 
against modernism and rationality. In some areas, 
such as Latin America, pilgrimage is an indispens- 
able part of the religious culture, integrating pre- 
Columbian and African religious elements into 
Catholic worship. New religious movements pro- 
claim new and old sites as pilgrimage destinations, 
for example, Stonehenge and Glastonbury in 


England have been resanctified in neopagan and 
New Age festivals. 


Tamar Gablinger 


See also: Buddhism, Christianity; Hinduism; Islam; Judaism; 
Missionaries. 
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PIRACY 


Acts of robbery committed or attempted on 
trade routes, typically on the high seas. 


The exact definition of piracy is somewhat blurry. 
For example, some view the German sinking of 
Allied merchant ships during World War I as pi- 
racy, despite the fact that it was carried out by a 
nation-state in the course of war. Others debate 
whether privateering, which similarly is con- 
ducted with the approval of a nation-state, con- 
stitutes piracy per se. 


ANCIENT AND MEDIEVAL 
HISTORY 


Because ancient maritime powers depended on 
secure sea-lanes for their revenue, piracy was typi- 
cally dealt with very harshly when such states 
were strong. Piracy in ancient times flourished 
during periods of unrest or cultural decline, such 
as that which followed during the late 1200s B.c.z. 
in the Mediterranean. The Sea Peoples, who 
raided and colonized large sections of the Levant 
during this period, can be viewed as pirates. 
Pirates typically founded their bases on small 
islands, which were easy to defend and yet were 
close to major maritime trade routes. Many such 
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islands existed in the Aegean. Pirates were so ac- 
tive during the latter part of the first millennium 
B.c.E. that by the first century B.c.z. Rome nearly 
starved because of the interception of grain ship- 
ments from Egypt. Rome was the first empire to 
exercise control over the entire Mediterranean, 
and in the early first century B.c.z. Gnaeus 
Pompeius Magnus (Pompey the Great) was em- 
powered by the Senate to sweep the Mediterra- 
nean clear of pirates. According to one possibly 
apocryphal account from this period, Anatolian 
pirates while touring the Hellenistic states of the 
eastern Mediterranean captured a young Gaius 
Julius Caesar. After being ransomed, he led a 
Rhodian fleet back to the pirate’s den and had 
them all crucified. 

With the decline of Roman power, piracy 
again began to plague the Mediterranean. More- 
over, because of a virtually worldwide collapse of 
centralized states during the period between 400 
c.E. and 700, pirate activity increased in the In- 
dian Ocean, along the coast of China and in the 
North Sea, among other places. The Vikings, 
whose rise came toward the end of this period, 
were extraordinarily successful pirates and raid- 
ers, though their raids were more frequently di- 
rected against trade centers than against loan 
merchant vessels. Even after the emergence of 
strong, centralized states in Scandinavia, Norse 
pirates continued to plague the Baltic until the 
rise of the Hanseatic League in the 1200s. 

In the Mediterranean, the Middle Ages saw a 
marked increase in piracy as the sea quickly be- 
came a no-man’s-land between the Muslim and 
Christian spheres. Corsairs from the Aghlabid 
emirate in what is now Tunisia began a system- 
atic process of harassment and piracy against 
Christian shipping; retaliation by Venetian ships 
(who also preyed on vessels of rival Christian 
states) and the Byzantine fleet made the Medi- 
terranean very unsafe for shipping. Piracy con- 
tinued to be carried out from bases in North 
Africa; eventually, piracy and protection rack- 
eteering became the main sources of income for 
the so-called Barbary States, which emerged in 
that region. Muslim pirates were greatly feared 
in Christian Europe; in the 1600s, a group of such 
corsairs raided as far away as Iceland, carrying 
off large quantities of slaves and goods. 
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GOLDEN AGE OF PIRACY 


With the discovery of the New World, the rise of 
mercantilism, and the increasing competition be- 
tween the European powers, piracy became even 
more prevalent. New trade routes and goods and 
the shipment of precious metals from Spanish 
America made piracy extremely lucrative. More- 
over, as maritime law had not yet been universal- 
ized, no great stigma was attached to piracy or to 
being a pirate. Increasingly, nations began to pro- 
mote their national cause by tacitly or overtly 
approving of pirate attacks on the colonies and 
commerce of rival states. The West Indies became 
known as a pirates’ haven. English buccaneers (in 
the parlance of the day, “sea dogs”) were espe- 
cially famous. They raided Spanish treasure ar- 
madas and pillaged Spanish settlements before 
returning to England, where they received royal 
pardons in exchange for a share of the earnings. 
In some cases, nations issued letters of marque, 
which authorized the bearer to seize the shipping 
of a specified foreign power in the name of the 
Crown. In the Far East, the development of a 
strong navy by the Chinese had for a time curbed 
the ability of pirates to operate. However, begin- 
ning in the 1600s increasing isolationism and re- 
duced interest in naval operations gave pirates a 
free hand in the South China Sea, and especially 
in the Strait of Malacca (Melaka). 


IN MODERN TIMES 


During the 1700s, the development of national 
navies and the increasing depredations of the pi- 
rates caused the great maritime powers to band 
together. In a few short decades, piracy in the 
Caribbean and the Atlantic had been all but wiped 
out. In 1803, and again in 1815 and 1816, the 
United States (later joined by Great Britain and 
the Netherlands), destroyed the power of the 
North African pirates, and shortly thereafter 
United States and British fleets wiped out the last 
pirates in the Caribbean. By 1824, the only area of 
significant pirate activity was in the Far East. Af- 
ter the Opium Wars (1839-1842), Britain and other 
European colonial powers conducted extensive 
operations aimed at eliminating this threat and 
were largely successful. 


After World War I, significant steps were taken 
by the international community to eliminate the 
threat of piracy. In 1921 at the Washington Confer- 
ence, a treaty was signed stating that any improper 
visit, search, or seizure by vessels of or guided by a 
particular nation would be considered piracy. In 
1937, following a series of mysterious attacks on 
merchant ships in the Mediterranean (possibly 
connected to the Spanish civil war), another pact 
was signed at the Nyon Conference. 

Under current international law, piracy is con- 
sidered a crime against humanity. As such, pirates 
may be tried in any competent court of any na- 
tion, which may add to the charges specific acts 
committed in violation of its own laws or against 
its own vessels. This is the case regardless of the 
nationality of the pirates or their victims. 

Piracy is for the most part extinct. However, 
small-scale acts of piracy continue to occur in 
poorly patrolled regions, particularly in Indone- 
sia and elsewhere in the seas of Southeast and 
South Asia, in the Red Sea and off the Horn of 
Africa, along the Gulf of Guinea coast, and off 
Ecuador. 


Brian M. Gottesman 


See also: Roman Empire. 


BIBLIOGRAPHY 

Cordingly, David, ed. Pirates: Terror on the High Seas, from the 
Caribbean to the South China Sea. Atlanta: Turner, 1996. 

Gosse, Phillip. The History of Piracy. Detroit: Gale Research, 
1976. 

Gottschalk, Jack A. Jolly Roger with an Uzi: The Rise and Threat 
of Modern Piracy. Annapolis: Naval Institute, 2000. 
Rubin, Alfred P The Law of Piracy. Irvington on Hudson, NY: 

Transnational, 1998. 


POCHTECA 


A merchant class of the Aztec civilization. 


The Aztec society, which dominated central 
Mexico from the twelfth century until its conquest 
by the Spanish in 1521, was divided into separate 
classes. The nobility ruled the country and exer- 
cised power over both citizens and peoples of con- 


quered provinces. The priests performed religious 
ceremonies, including human sacrifice, but also 
actively influenced politics. The third class in- 
cluded the military and merchants. The remain- 
ing classes of the Aztec civilization were the 
farmers, peasants, and slaves. 

The merchants, known as the pochteca, trav- 
eled out from the cities into the countryside on 
foot. All their products were carried on their backs, 
and they usually dressed in humble clothes in an 
effort to disguise their wealth—they usually 
owned large homes and land. They traded items 
such as bird feathers, animal pelts, cotton, rub- 
ber, cacao beans, and precious stones in exchange 
for obsidian, a volcanic glass used for the blades 
of knives. As they traveled farther north into the 
American southwest, they exchanged their goods 
for turquoise. The pochteca were also responsible 
for bringing from the Peruvian Andes the prac- 
tice of growing together the “three sisters’—corn, 
beans, and squash. 

The pochteca merchants were organized as 
guilds and functioned in a variety of roles. While 
traveling into surrounding regions, the pochteca 
acted as emissaries, ambassadors, spies, and war- 
riors. Often, they attempted to disguise themselves 
as local people to gain intelligence. If discovered 
or attacked, the pochteca returned to their capital, 
Tenochtitlan, and reported the problem. The Az- 
tecs then attacked those who had attacked the 
pochteca. North of the Aztec lands, warfare was 
declared on the Huastec, to the south on the Mixtec 
and the Zapotec as well as other groups as far south 
as Guatemala, and to the east on the Tlaxcala. The 
Aztecs forced these subjugated peoples to pay 
them annual tribute, and the captured prisoners 
of war were sacrificed, usually to Huitzilopotchtli, 
the chief god and the god of war. The only people 
who successfully defeated the Aztecs were the 
Tarascan Indians to the west. When the Spanish 
arrived, the Tlaxcala assisted them in conquering 
the Aztecs. After the Aztecs were conquered, the 
Tlaxcala and Spanish maintained close ties. The 
Tlaxcala were the only native peoples who sup- 
ported the Spanish conquest, and were eventu- 
ally converted to Christianity. 


Cynthia Clark Northrup 


See also: Aztecs. 
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POLO, MARCO (1254-1324) 


A Venetian merchant who spent seventeen 
years in the Mongol court serving Kublai Khan 
and whose journal attracted Europeans to the 
trade opportunities of the Far East. 


Marco Polo, born to a wealthy mercantile family, 
received a classical education and, with Venice as 
the center of Mediterranean commerce, he 
quickly became interested in trade and the un- 
known world. In 1260, Marco’s father, Niccolo, 
and uncle, Maffeo, traveled to the Volga River to 
trade and, when the political situation became 
unstable, they headed east and stayed at Bukhara 
for three years. When the Mongol ambassador 
arrived at Bukhara, he convinced the two to visit 
Kublai Khan, who was very interested in meet- 
ing Europeans, and in 1266 they arrived at Beijing. 
Kublai expressed his interest to learn about the 
West and requested oil from the Holy Sepulchre 
in Jerusalem. On their return, Kublai Khan pre- 
sented Niccolo and Maffeo with a golden tablet 
to protect them on their journey. In 1269, they 
arrived back in Venice, and by this time Marco 
was fifteen years old. 

In 1271, Niccolé and Maffeo decided to return 
to the Mongol empire, and this time, because his 
mother had died, they took Marco with them to 
learn the family business. As they traveled, they 
carried letters from the papal legate Teobaldo of 
Piacenza (who soon after writing the letters be- 
came Pope Gregory X) and journeyed through 
modern-day Turkey, Iran, and then Afghanistan, 
where they stayed for one year. They then fol- 
lowed the Silk Road into the Mongol empire, and 
by 1275 they had arrived at Kublai Khan’s court. 
They stayed until 1292, and little is known of their 
actual activities at this time. They spent much of 
their time in Cathay (northern China) and the 
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Marco Polo, whose writings helped encourage European trade with China, is depicted 
being transported in Kublai Khan’s elephant car during Polo’s visit to China in the 1200s. 
(© North Wind Picture Archives) 


major city there, Beijing, and although they did 
not speak Chinese, they were well versed in the 
trade languages of the Silk Road. During their stay, 
they served Kublai Khan as administrators and 
saw parts of the region that would not be seen 
again by Europeans for hundreds of years. 
Marco’s writings clearly show that he was im- 
pressed not only with Kublai Khan but also with 
the Mongol empire. Marco, from a merchant fam- 
ily, wrote of his fascination with the Mongol use 
of paper money, their very efficient postal system, 
and their use of coal. During their seventeen-year 
stay, the three acquired great wealth, but as Kublai 
grew older and weaker, they started to worry 
about what might happen to them when he died. 

In 1292, they agreed to accompany a Mongol 
princess to Persia and soon left in a convoy of four- 
teen ships. They spent five months on Sumatra, 
waiting out the monsoon season, and then to 
Hormuz. After delivering the princess, they left 
for Venice. During their travel home, most of the 
wealth that they had acquired during their stay 
in the Mongol empire was stolen. Three years af- 
ter Marco’s return, the Genoese took him pris- 
oner as he commanded a Venetian war galley. 
During his stay in prison, Marco encountered a 
romance writer, Rustichello of Pisa, who, after 
hearing of Macro’s adventures, convinced him to 
write his story. 

His work, The Travels of Marco Polo, provided 
descriptive accounts of the Mongol empire, of 


the social, economic, political, and cultural situ- 
ation of China and the Far East, and it quickly 
became a popular work. Many people came to 
refer to Marco’s account as I] Milione because 
they believed that he was telling a million lies. 
This early doubt of his work has continued to 
the present, as scholars have wondered why he 
omitted so many things. In the past several de- 
cades, scholars have worked hard to validate The 
Travels of Marco Polo, while utilizing his work to 
develop a better understanding of China dur- 
ing this period. 


IMPACT ON EUROPEAN TRADE 


Marco’s journey to the Mongol empire and his 
return marked a phase in the history of European 
expansion, beginning with the Crusades, that 
would intensify in the fifteenth century. While 
the Silk Road and Muslim trade networks ensured 
a small flow of Far Eastern commodities into Eu- 
rope, such as spices and silk, the high number of 
middlemen reduced the profits of European mer- 
chants who traded in these exotic commodities. 
Marco’s journey proved that it was possible for 
European merchants to travel overland to the Far 
East and develop direct trade for the luxury com- 
modities. Conversely, his journey also illustrated 
how arduous creating such a trade route would 
be and clearly showed that Marco, Niccolo, and 
Maffeo were able to travel to and from China only 


because of the protection of Kublai Khan. This 
increasing interest in Cathay, intensified by 
Marco’s account, was redirected because of the 
rise of the Ottomans who quickly took on a 
middleman position between the commodities of 
the Silk Road and Europe. 

The fifteenth-century rise of the Ottoman 
empire forced states such as Portugal, which 
hoped to make money by trading in spices and 
other Far Eastern commodities, to look for new 
routes to the Far East. The best, fastest, and most 
cost-effective way involved developing a sea route 
from western Europe to the Far East, and in the 
1400s, the Portuguese, led by Prince Henry the 
Navigator, who was influenced by Marco’s book, 
started to journey down the West African coast. 
It was not until 1497 that the Portuguese finally 
rounded the Cape of Good Hope and made it to 
the Far East, thus making a new connection to 
the world that Marco had helped to open up. 
Marco’s travels clearly marked a new phase in 
European history as it began to expand not only 
politically but also economically, thus increasing 
its interaction with the rest of the world. 


Ty M. Reese 


See also: China; Chinese Dynasties; Crusades; Henry the 
Navigator; Mediterranean Sea; Middle Ages; Mongol Inva- 
sions; Ottomans; Portugal; Silk Road; Spices; Venice. 
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PONY EXPRESS 


A nineteenth-century privately funded mail 
service connecting the eastern and middle 
portions of the United States to the frontier 
region of the far West. 


The Pony Express operated from April 3, 1860, to 
October 24, 1861, and covered 1,966 miles from 
Saint Joseph, Missouri, to Sacramento, California. 
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Cross-country mail sent by stagecoach or by boat 
by way of South America or the Horn of Africa 
could take up two months. The horse relay of the 
Pony Express finished the journey in just ten days. 

This rapid communication helped to bind the 
settlers of the distant western states to the rest of 
the country at a time of impending civil war. The 
Pony Express delivered Abraham Lincoln’s first 
inaugural address of March 4, 1860, to the Cali- 
fornia legislature in seven days and seventeen 
hours, a record for cross-country mail delivery. 

The practice of using horses to ferry mail dates 
to antiquity. The Pony Express was unique in that 
it was a commercial enterprise and not a military 
or state-sponsored endeavor. It was the creation 
of Russell, Majors and Waddell, a Leavenworth, 
Kansas, freighting firm that supplied the fund- 
ing and managed the operation through a sub- 
sidiary, the Central Overland California and Pike’s 
Peak Express Company. There is debate over who 
originated the concept, but William H. Russell is 
given the official credit. His partners were 
Alexander Majors and William B. Waddell. 

The origins of the Pony Express began with 
the California gold rush of 1849. By 1860, 500,000 
Americans lived west of the Rocky Mountains and 
300,000 of those were in California. At that time, 
the railroad and telegraph blanketed the country 
from the East to the Midwest but did not yet ex- 
tend all the way across the country. Only stage- 
coach or horse rider could cover the remaining 
distance. 

Russell proposed the Pony Express to the fed- 
eral government as an alternative to the Butterfield 
(or Oxbow) Route, which passed through south- 
ern states on its way to California. Although the 
Butterfield was the preferred route of the U.S. 
postal service, the expectation of civil war sent 
postal officials searching for other prospects. 

Russell reached an understanding with Sena- 
tor William Gwinn of the Senate Committee on 
Post Offices and Post Roads that if his firm could 
accomplish a horse relay, then the government 
would award it a federal mail contract. 

The company opted for the Central Overland, 
a route that cut straight across the country, through 
Missouri, Kansas, Nebraska, Colorado, Wyoming, 
Utah, Nevada, and California. It was a daring 
gamble. The terrain could be brutal, particularly 
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Ashort-lived experiment, the Pony Express—which delivered letters and important political and economic news between the eastern states 
and California in the early 1860s—was soon replaced by the telegraph. (Library of Congress) 


for a lone rider. The geography included the arid 
Utah territory, and the freezing Sierra Nevada 
mountain range where the Donner party became 
stranded during the winter of 1846-1847. Pony rid- 
ers and stationmasters would have to contend 
with American Indian attacks and horse thieves. 

In January 1860, the freighting firm hired Ben- 
jamin Ficklin to manage the logistics. Ficklin built 
and staffed 190 relay stations, bought 500 horses, 
and hired more than 50 horsemen willing to risk 
their lives to deliver the mail. 

Letters and small parcels moving eastward 
would arrive by train at the station in Saint Jo- 
seph, Missouri, where a pony rider began the 
sprint westward. Another rider in California 
would do the honors for the eastward run. Pony 
riders covered an average of 250 miles a day. A 
rider would get a fresh horse every ten to fifteen 
miles. The mail sack, called a mochila, was passed 
from one rider to another approximately every 
fifty to seventy-five miles, depending on the dif- 
ficulty of the ride. 


Service was halted for four weeks after the 
Paiute War in the spring of 1860. During the war, 
7 stations were burned, 150 horses were lost, and 
16 men were killed at a cost of $75,000. The riders 
continued to deliver the mail during the rampage. 
One rider, “Pony Bob” Haslam, made a record ride 
of 380 miles in just 36 hours. 

High operating costs and the success of the 
telegraph eventually drove the Pony Express out 
of business. Russell, Majors and Waddell filed for 
bankruptcy in January 1861 and turned its op- 
erations over to Benjamin Holladay, a competi- 
tor. He eventually sold his business to Wells Fargo 
and Company. 

The last ride of the Pony Express went out on 
October 26, 1861. It completed 380 runs each way, 
covered more than 616,000 miles, and delivered 
34,753 pieces of mail. 


Ann Saccomano 


See also: Communication; Railroads; Telegraph. 
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POPULATION 


Population has greatly influenced trade, and 
trade has greatly influenced population 
throughout world history. 


Increased trade can increase population. The ba- 
sis of trade is a comparative advantage. If each 
region specializes in producing the things that it 
can produce at the lowest opportunity cost, it can 
export these goods and import the things that 
would have been produced at a higher opportu- 
nity cost. Trade, thus, allows tasks to be recon- 
figured, so that every region does what it is best 
at, and more output can be produced using the 
same resources. Such gains from trade have the 
potential to increase the average standard of liv- 
ing and to increase population. As Thomas 
Malthus notes in An Essay on the Principle of Popu- 
lation (1798), when the average wage rises above 
the subsistence level, it means that more children 
can be born and that population can rise. 

This pattern has been observed in a number 
of important historical cases. For example, as 
Rome conquered the Mediterranean region, it 
suppressed piracy and brigandage and allowed 
peaceful trade over a wide area that had hereto- 
fore been unable to trade. This allowed regions 
to specialize, with great fleets bringing wheat from 
Sicily, North Africa, and Egypt to Rome. The Pax 
Romana and the trade it spawned allowed large 
urban centers to emerge, the material standard 
of living seems to have reached one of its highest 
premodern levels, and population is estimated to 
have doubled from the time of Julius Caesar’s 
death (44 B.c.g.) to the death of Marcus Aurelius 
(180 c.z.). As this stability, prosperity, and trade 
eroded, population fell. Italy, Greece, and Spain 
are all estimated to have had lower populations 
in 1000 c.g. than they did in 1 c.z. 
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Besides the division of labor, trade has the 
power to increase standards of living and popu- 
lation by disseminating best-practice ideas and 
crops from one region to another and by encour- 
aging people to move to thinly settled areas. It 
was the desire for trade, after all, that resulted in 
the discovery of the New World by Europe. The 
high standards of living among European settlers 
in North America allowed them to have one of 
the most rapid, sustained population increases 
ever seen. 

This movement of people, however, has also 
been responsible for a devastating negative im- 
pact of trade on population. As people move, their 
germs move with them. After the Mongol con- 
quests created an empire stretching from eastern 
Europe to China, trade between the Mediterra- 
nean and Far East flourished, more than during 
any period before the nineteenth century. How- 
ever, as trading caravans moved across Central 
Asia in the middle of the 1300s, they brought with 
them a disease—the plague—that killed about 
one-third of Europe’s population. Earlier pan- 
demics spread by trade hit the late Roman em- 
pire and the Byzantine empire. Likewise, when 
Europeans reached the New World, they found 
populations with no immunity to common dis- 
eases like smallpox and measles. Conquistadors 
in Mexico and Peru had a relatively easy time 
because earlier trading and raiding expeditions 
had introduced diseases, which devastated the 
population. Demographers estimate that the na- 
tive population of Mexico plummeted by 50 to 90 
percent as a result. Similar results occurred 
throughout the Americas and Pacific islands when 
European traders later arrived there. In some 
places, this opened up areas for new settlers, 
whose populations boomed. 

Ironically, increased trading could have nega- 
tive consequences within these more technologi- 
cally advanced societies as well. The reduction of 
transportation costs with the coming of steam- 
ships and railroads helped spur trade within the 
United States during the nineteenth century, but 
this trade also helped spread diseases, so that life 
expectancies and stature fell despite consistently 
rising real income levels. 

Throughout much of world history, trading has 
gone hand in hand with raiding and often with 
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population raids. This proved especially true in 
Africa, where coastal traders from Europe ex- 
changed goods for people, especially those cap- 
tured by other Africans in warfare and raids, which 
were now more profitable given the opportuni- 
ties for trade with Europeans. A sharp increase in 
this warfare and raiding occurred in the mid- 
seventeenth century because of the development 
of sugar plantations in the West Indies. The move- 
ment of approximately 10 million Africans across 
the Atlantic was intimately linked to a worldwide 
trade network, which supplied sugar to Europe 
and European goods to Africans. Subsequently, 
trade has been linked to other large-scale popula- 
tion movements, including the movements of mil- 
lions of Asians and Europeans overseas. For 
example, as cheap grain from America flooded into 
European markets in the second half of the 1800s 
and the early 1900s, it made farming in Europe less 
rewarding and helped push untold numbers of 
peasants off the land and into cities—inducing 
millions of them to move to America. 

Trade influences population levels, but popu- 
lation levels also have influenced trade and eco- 
nomic development. While Thomas Robert 
Malthus’s theory sees growing population as a 
malignant force, inexorably pushing down the stan- 
dard of living and choking off future population 
growth, other more recent theories are not so pes- 
simistic. Ester Boserup, in The Conditions of Agricul- 
tural Growth: The Economics of Agrarian Change under 
Population Pressure (1965), argues that growing 
population pressure forces a society to adapt to the 
pressure and to develop new institutions, such as 
property rights, technologies, and trading systems. 
Many technologies can be properly exploited only 
if the population is dense enough. Population 
growth makes urban civilization possible accord- 
ing to this view. Julian Simon, in The Great Break- 
through and Its Causes (2001), argues that ultimately 
population growth has been the most important 
cause of the modern economic development of the 
world. He argues that more population equals more 
human minds to come up with new ideas. In the 
very long run, population growth and higher 
population density cause knowledge and technol- 
ogy to grow, spurring economic growth. Among 
these new ideas are ones that reduce transporta- 
tion and transaction costs and spur trade. Thus, 
growing population has been both a necessary and 


a sufficient condition for the development of the 
modern, integrated, technologically advanced, glo- 


balized economy. 
Robert Whaples 


See also: Disease; Food and Diet; Immigration; Warfare. 
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PORTUGAL 


Country in southwestern Europe in the west 
Iberian Peninsula, bordering on the Atlantic 
Ocean. 


Portugal was the first among the European coun- 
tries to establish prolonged, stable, and direct trade 
relations with Africa, India, China, and Japan. The 
Portuguese empire was based more on trading than 
colonization, although Brazil is the major exception 
to that rule. Portugal has achieved a place in the 
world’s cultural heritage that would not have been 
possible without its success as a trading empire. 

Portugal itself is a medium-sized, resource- 
poor country on the western coast of the Iberian 
Peninsula. Agriculture is at best self-sufficient. 
Over time, a number of different peoples settled 
in western Iberia. Ancient inhabitants fused with 
Phoenician, Greek, and Jewish settlers. Later 
population infusions included the Romans, the 
Celts, and Germanic tribes. The Moorish invasion 
added a further element. 

The Christian kingdoms of the North even- 
tually drove the Moors out of the country, leading 
to the establishment of Portugal in the thirteenth 
century. Always a seafaring nation by virtue of 
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Shown here is a Portuguese ship used for trading between China and the West. Portugal was the first European kingdom to establish 
prolonged, stable, and direct trade relations with Africa, India, China, and Japan. (© Topham/The Image Works) 


its long coastline, Portugal began to explore the 
coasts of North Africa. Voyages into the Atlantic 
Ocean revealed the presence of Madeira and the 
Azores, both uninhabited at the time. After clear- 
ing the forest from these islands, the Portuguese 
experimented with sugar plantations. The success 
of these forays into plantation cultivation set the 
precedent for later patterns in Brazil. 

Somewhat lacking in obvious trade goods 
themselves, the Portuguese first needed to obtain 
gold from Africa. European-manufactured goods, 
textiles, guns, and beads found a market among 
the peoples of West Africa. The long-established 
African practice of selling war captives into sla- 
very would take on tragic proportions as the Por- 
tuguese fueled the trade to work the burgeoning 
sugar plantations of Brazil and the Cape Verde 
Islands off the African coast. 

Searching for a route to the lucrative spice 
trade, the Portuguese explorer Vasco da Gama 


rounded the Cape of Good Hope in 1488. Here, 
he encountered the Arab- and Muslim-dominated 
waters of the Indian Ocean. While vastly outnum- 
bered, the Portuguese military might proved it- 
self by defeating Arab navies sent to halt the 
European penetration into the Indian Ocean. The 
Portuguese established trading stations on the east 
coast of Africa (most notably in modern-day 
Mozambique) and even briefly on the Arabian 
Peninsula. However, the real wealth lay further 
to the east in Asia, and Portuguese ships reached 
the Spice Islands (modern-day Indonesia), India, 
China, and Japan. 

The Portuguese population was not numer- 
ous enough to engage in massive colonization. In- 
stead, Portugal established trade stations (known 
as factories, the origin of that word) along the 
coasts of Africa, the Middle East, and Asia. Only 
Brazil and much later Angola attracted any sig- 
nificant Portuguese settlement. Most were exotic 
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outposts devoted exclusively to commerce and 
populated mostly by local natives with a smatter- 
ing of Portuguese government officials, soldiers, 
merchants, priests, and half-caste offspring of 
these groups. 


THE GOLDEN AGE OF THE 
PORTUGUESE EMPIRE 


These years were the golden ones for the Portu- 
guese trading empire. Portugal had a virtual mo- 
nopoly on the trade routes to the East. Money 
and profits funded the lovely Manueline style of 
architecture, which is a national symbol of Portu- 
gal. The profits from the trade were spectacular, 
if they did not reach and transform the Portu- 
guese countryside itself. 

Spain annexed Portugal and her colonies in 
1580, after the Portuguese king died heirless. Thus, 
Portuguese interests were secondary to Spanish 
ones, so the Portuguese lost a crucial opportunity 
to consolidate gains and fend off challenges from 
more powerful European countries. Portugal's 
brief submersion into Spain gave previously al- 
lied powers the excuse to attack Portuguese colo- 
nies as Spanish possessions, most notably the 
Dutch in Brazil and Indonesia. Portugal regained 
its sovereignty after 1640. In the meantime, the 
strong gains of Spain, France, England, and Hol- 
land as colonial powers had left Portugal irrevo- 
cably behind. Its one great colony, Brazil, was now 
its main hope. 

Fortunately for the Portuguese, Brazil was 
found to contain gold and diamonds in the late 
seventeenth century. Portugal experienced a brief 
period of wealth based on these products. How- 
ever, the gold and gems quickly passed into En- 
glish and other hands because of Portuguese 
dependence on foreign products. Specifically, a 
policy of pursuing competitive advantage in trade 
had led to the Treaty of Meuthen, signed with 
England in 1703. This gave English textiles easy 
access to the Portuguese market (thus destroying 
the relatively successful native textile industry) 
in return for the English importation of Portu- 
guese wine. However, gold production was in 
decline by 1750. Searching for permanent answers 
to the country’s economic problems, the Marquis 
of Pombal instituted a series of laws aimed at sup- 


porting native industries, which met with vary- 
ing degrees of success. 

In 1822, Brazil declared its separation from 
Portugal in the great wave of Latin American in- 
dependence movements. The next Brazilian 
miracle—coffee—would not benefit Portugal. 
Thus began the end of the Portuguese trading 
empire. The emergence of British Hong Kong 
reduced the importance of Macao in Asian trad- 
ing. During the nineteenth century, Portugal 
pinned its hopes on its large African empire, but 
saw little result despite its best efforts. 

Like most of Europe, Portugal eventually re- 
jected the monarchical form of government in 
1910. This lasted until severe social and economic 
crises resulted in the dictatorship of former uni- 
versity economics professor Antonio Salazar from 
1926 to 1968 (democracy returned only in the mid- 
1970s). The result was that Portugal languished in 
obscure poverty for most of the twentieth century. 

Attempts to colonize Angola were unsuccess- 
ful, even though as many as 1 million Portuguese 
immigrated there. Portuguese refusal to come to 
terms with decolonization in the 1950s engendered 
a bloody war that eventually resulted in Angolan 
independence and the flight of the vast majority 
of the Portuguese to their native country. Portu- 
guese colonialism also ended in another conflict in 
Mozambique, which gained independence in 1975. 

By the beginning of the twenty-first century, 
Portugal had reverted to the status of a minor Eu- 
ropean country. The far-flung, once autonomous 
Portuguese trading stations are once again under 
Asian and African rule. At present, Portugal is a 
center of manufacturing jobs owing to inexpen- 
sive labor costs. Agricultural products are also an 
important export. 


Charles Allan 


See also: Navigation. 
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POTATOES 


Widely cultivated plants that produce edible 
starchy tubers. 


Sweet potatoes (Ipomoea batatas) are related to 
morning glories, while ordinary potatoes (Solanum 
tuberosum) are members of the nightshade fam- 
ily, as are peppers and tomatoes. Both types of 
potatoes have their origin in South or Central 
America. Sweet potatoes, more commonly culti- 
vated in warm or tropical climates, serve as an im- 
portant source of calories in Africa, Asia, and Latin 
America. Ordinary potatoes have been a staple of 
European consumption since their introduction 
by Spanish explorers, who discovered them in 
South America, where they had been cultivated 
for centuries. They were introduced to North 
America and many other countries by European 
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explorers and today are an important food 
throughout the world. According to the Centro 
Internacional de la Papa, potatoes are the fourth- 
most important food crop in the world (after 
wheat, maize, and rice) and sweet potatoes are 
the seventh (barley and cassava are fifth and sixth, 
respectively). Developing countries account for 
about 95 percent of global sweet potato produc- 
tion, while Europe and North America produce 
over 60 percent of the ordinary potato crop. 
Neither type of potato is widely traded. From 
a total production of about 139 million metric tons 
of sweet potatoes in 2000, less than 100,000 met- 
ric tons were exported. In the same year, total 
potato production was 328 million metric tons, 
and less than 6 percent of this production was 
exported. Although potatoes can be stored for 
relatively long periods, they are perishable and 
must be stored in cool, dry conditions. Because 
they grow well in most parts of the world, there 
is little economic incentive to incur the cost of 
shipping them under the necessary storage con- 
ditions. French fried potatoes can be found virtu- 
ally everywhere, but fast-food chains have found 
it preferable to export their cooking methods and 
management practices, relying on local sources 
for potatoes and other ingredients. Most potatoes 


Sweet potatoes are more commonly cultivated in warm or tropical climates, serving as an important 
source of calories in Africa, Asia, and Latin America. Pictured here are two members of the Kitahara 
Youth Association with a pile of sweet potatoes in Okinawa, Japan. (Library of Congress) 
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and sweet potatoes are consumed fresh, although 
processing and industrial uses (starch) have in- 
creased in recent years. About 14 percent of pota- 
toes and 45 percent of sweet potatoes are fed to 
livestock. 

Potatoes are also associated with one of the 
greatest social catastrophes of the nineteenth cen- 
tury: the Irish potato famine. Peasant farmers in 
Ireland had come to depend almost entirely on 
their household potato production for food. When 
blight destroyed the potato crop in 1845 and 1846, 
millions of people perished from starvation and 
many more emigrated from Ireland to North 
America. Sweet potatoes have never been as popu- 
lar in European and North American diets as the 
ordinary potato, but they are at the heart of many 
of the subsistence systems found in places such as 
New Guinea, where pig husbandry and horticul- 
tural production of sweet potatoes and other root 
crops provide the main sources of calories. 


E. Wesley E. Peterson 


See also: Food and Diet. 
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POTTERY 


The manufacture of containers or artworks 
from clay heated to at least 932° Fahrenheit. 


Pottery is one of the oldest crafts performed by 
humans to shape clay into containers or artistic 
expressions. Ancient cultures shaped idols, bowls, 
and other decorative forms of pottery, which they 
often worshipped. Common themes expressed in 
this form of art were fertility and the hearth. 
Shards of pottery yield valuable information to 
archaeologists, who can analyze the clay and de- 


termine where it came from and the shape of the 
pottery, which often indicates the period in which 
it was made. People throughout Europe, China, 
the Americas, Africa, and the Middle East used 
pottery, and some intact pieces as well as many 
fragments still remain from these areas. 

Pottery is made by one of two methods. A long 
cord of clay in its pliable state is smoothed by 
hand, or clay is placed on a potter’s wheel and 
shaped by hand as the wheel turns. Potter’s 
wheels date to before 4000 B.c.z. in ancient Egypt. 
Decorations were either carved into the pottery 
or painted on. The object was then placed in a 
kiln, where the clay was heated and hardened. 
The lowest level of heat (932° Fahrenheit) is used 
to produce porous-body pottery, with the tem- 
perature increased for stoneware and increased 
still higher to produce porcelain. 

Throughout the ancient world, pottery was 
used primarily as a vessel for holding water, oil, or 
wine. Since oil and wine were shipped around the 
Mediterranean, archaeologists can determine 
where the trade originated by the shape and style 
of the pottery. Minoan and Mycenaean pottery was 
distinguished by its curvilinear, painted decoration. 
Greek vases used from 800 to 300 B.c.£. were dis- 
tinguished by the red or black Attic decorations 
and by their symmetrical shape. Greeks also made 
multicolor pottery, but this type of vessel, used for 
burials, was not placed in the kiln, so the paint 
could be easily smeared. During Roman times, 
much of the pottery shipped throughout the Medi- 
terranean was produced in North Africa. That 
trend continued throughout the region until the 
beginning of the ninth century, when Arab mer- 
chants brought Chinese porcelain for trade along 
the silk road. 

The Chinese began manufacturing porcelain 
around 500 B.c.£., but it was not until the Yuan 
and the Ming dynasties that use of the product 
became widespread. Initially, porcelain was pro- 
duced for the imperial family, with all items pro- 
cessed in one specific kiln. The rest of the 
population used porcelain for primarily utilitar- 
ian purposes. Between 581 and 906 c.z., the Chi- 
nese began manufacturing porcelain for export. 
Trade in porcelain was soon established with Ko- 
rea and Japan. The Muslim world purchased por- 
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Both a trade commodity and a container for shipping traded goods, pottery has been crucial to long-distance trade for millennia. Shown 
here is a pottery market in Veracruz, Mexico, in the early twentieth century. (Library of Congress) 


celain from China but never discovered the se- 
cret of manufacturing it. The objects shipped to 
India and the Middle East had a distinct design 
and were different from the porcelain sold in 
China. Trade in Chinese porcelain reached its peak 
during the seventeenth and eighteenth centuries, 
as the European powers traded directly with the 
Far East. Porcelain was highly prized in Europe, 
and only the wealthiest people could afford this 
delicate form of pottery. The Portuguese and then 
the Dutch were the first to carry Chinese porce- 
lain directly to Europe. By 1604, Dutch ships were 
carrying more than 10,000 pieces of porcelain. 
Royalty such as Henry IV of France and James I 
of England highly prized Chinese porcelain. Dur- 
ing the first half of the seventeenth century, more 
than half a million pieces of porcelain were 
shipped from China to Europe. That figure con- 
tinued to grow during the first half of the eigh- 
teenth century, when approximately 150,000 


pieces of porcelain were unloaded in Europe in a 
single day. 

The introduction in the world market of Chi- 
nese pottery helped increase demand for the ob- 
jects. The superior quality of porcelain also helped 
to increase its price. Collectors look for Chinese 
pottery with marks on the base, indicating that 
the item was made for the domestic market and 
was therefore was rarer than those manufactured 
for export. Items made for export were not marked 
on the base. 

Eventually, porcelain was manufactured in 
the West, but not at the quality of the original 
Chinese pieces. Fine china was manufactured in 
England and the United States by the late 1700s. 
A large pottery center in England grew around 
the town of Stoke-on-Trent, where companies 
such as Wedgwood, Spode, Adams, Minton, 
Mason, Aynsley, and Doulton produced dinner- 
ware. 
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Although pottery has been replaced by glass 
or plastic vessels as the primary container for liq- 
uid or other goods, pottery is still produced and 
sold around the world. More than 150 countries 
import and export pottery. Mass production has 
reduced the price so it is no longer purely a luxury 
item. A segment of the pottery industry contin- 
ues to produce handmade pieces that are higher 
in quality and price. 


Cynthia Clark Northrup 


See also: Archaeology; Olives; Wine. 
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PRINTING PRESS 


A fifteenth-century invention using movable 
type and plates to print text and images on 
paper, allowing more uniform production of 
intellectual, technical, and artistic works. 


The advent of the printing press transformed the 
dissemination of information and created what 
some historians call a “printing revolution.” Early 
printing presses are often remembered for pro- 
ducing religious works, such as the famous 
Gutenberg Bible and the Malleus Malificarum 
witch-hunting manual. These two works were 
printed in large quantities during the late fifteenth 
and early sixteenth centuries, helping to stimu- 
late both the Reformation and the great European 
witch hunt. The Reformation resulted in the splin- 
tering of the Protestant faith and the persecutions 
of fringe groups such as the Pilgrims and the Pu- 
ritans, who fled England and established colonies 
in North America. Although the first group of 
Puritans journeyed to the New World with a 
printing press listed among the cargo for the pur- 
pose of printing additional Bibles, this group op- 


erated as a mercantile colony within the triangle 
trade between Europe, Africa, and the Americas. 

The proliferation of printing presses in major 
cities throughout Europe in this period permit- 
ted a much wider and more rapid distribution of 
writings than hand copying by clerks had al- 
lowed. In the sixteenth and seventeenth centu- 
ries, the printing press allowed Renaissance 
scientific texts with technical drawings and tables 
to be reproduced more exactly than ever before. 
Mathematical, engineering, medical, cartographic, 
and astronomical findings could be communi- 
cated as authors intended, granting readers the 
possibility of using data even over great distances. 
The printing press thus provided vital informa- 
tion that stimulated production and trade, as well 
as intellectual activity. 

An early modern print shop was crowded and 
bustling with the activity of skilled artisan work- 
ers. Compositors stood over cases with partitioned 
compartments filled with metal type as they com- 
posed individual lines of type for each page’s gal- 
ley. Other artisans prepared paper, blotted ink 
onto already composed pages, and operated the 
actual presses. The master printer supervised the 
entire printing process and directed the proof- 
reading and editorial procedures. A press also 
required artists to draw illustrations and to copy 
drawings onto wood or metal plates for printing. 
Printed pages had to be dried, collated, and bound 
before they were ready for distribution. 

Running an early modern printing press thus 
involved highly complex technical and business 
operations. Labor-intensive print shops operated 
through guild systems of organization, involving 
apprenticeships and long-term training of jour- 
neyman artisans. Master printers usually also 
owned their print shops, acting as managers for 
the skilled artisans, who sometimes aired griev- 
ances in strikes when labor relations became tense. 
The master printer worked with authors and 
shared the considerable financial risks of publish- 
ing a print run often numbering around 1,000 
copies. The relative stability in the size of print 
runs from the sixteenth century to today demon- 
strates the long-term realities of expenses of print- 
ing. Presses demanded high quantities of costly 
paper, which was churned out by a burgeoning 
paper mill industry. Book publishing required 
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The invention of the printing press led to the development of the publishing industry and helped foster trade by allowing for the widespread 
transmission of information. Shown here are printing presses in South Carolina around the turn of the twentieth century. (Library of Congress) 


additional expenses for costly wood, cloth, or 
leather binding. 

Printers gradually developed business inno- 
vations to generate sales and to take advantage 
of the lively trade in printed books. European 
nobles and merchant elites invested in libraries 
filled with precious books, creating a demand for 
expensive editions. Publishers worked to create 
elaborate special editions of texts and even offered 
unique bindings for wealthy clients. These won- 
drous texts were often copiously illustrated with 
woodcut prints or etchings, accessible only by the 
rich. Booksellers set up stalls in municipal mar- 
kets or beneath the arches of public buildings to 
show their wares and attract key buyers with a 
wide variety of works. Publications in vernacular 
languages became popular, and printers re- 
sponded to the demand with literature and trans- 
lations of classics and the Bible. Some printers 
specialized in certain types of book publishing, 


relying ona broad distribution of expensive books 
to cover their costs. Printers often shipped books 
in bulk by water, using river and overseas trad- 
ing networks to transport works to buyers 
throughout Europe and beyond. 

Printed pamphlets and placards were more af- 
fordable and were bought by a much broader 
group of urban consumers that included munici- 
pal elites, clergy, professionals, merchants, and ar- 
tisans. Short works of eight to sixteen pages could 
be printed quickly and cheaply for these custom- 
ers. Religious texts such as prayer books, saint’s 
lives, and sermons proved highly popular. Politi- 
cal pamphlets communicated polemical positions 
and interpreted current events. Broadsheets— 
single-sheet prints—became especially popular 
for communicating news and political ideas. 
Colporteurs walked daily through crowded city 
streets, hawking the latest pamphlets to an in- 
creasingly literate urban public in the seventeenth 
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century. Weekly gazettes, the forerunners of mod- 
ern newspapers, emerged to present regular news 
and official information to readers. 

The printing press had an impact well be- 
yond this reading public, though, especially in 
urban areas. Municipal officials in the early mod- 
ern period usually read decrees aloud in city 
squares, where the entire population had access 
to the information. Broadsheets could be posted 
on walls in busy areas of the city, where literate 
residents read them aloud for their neighbors. 
The development of coffee shops created new 
spaces for the reading of the new periodical lit- 
erature and newspapers in the late seventeenth 
and eighteenth centuries. City dwellers often 
read newspapers aloud in cafés and illiterate lis- 
teners participated in discussions of the latest 
events and scandals. By the mid-eighteenth cen- 
tury, the printing press had helped create a mod- 
ern public sphere that focused on consuming 
published text and was concerned with imme- 
diacy of information. After the invention of the 
rotary printing press and the reduction in the 
cost of newspapers, editors accepted advertising 
that changed frequently and stimulated local 
trade. New printing techniques developed 
throughout the nineteenth and twentieth cen- 
turies, but many of the concerns of the early 
modern print trade continue to shape recent de- 
velopments in printing. On-demand printing, 
home publishing, e-books, and Internet down- 
loading suggest that a new printing revolution 
as dramatic as the fifteenth-century develop- 
ments may be occurring. 


Brian Sandberg 


See also: Baroque; Capitalism; Reformation. 


BIBLIOGRAPHY 


Chartier, Roger. The Cultural Uses of Print in Early Modern 
France, trans. Lydia G. Cochrane. Princeton: Princeton 
University Press, 1987. 

Febvre, Lucien, and Henri-Jean Martin. The Coming of the Book: 
The Impact of Printing, 1450-1800, trans. David Gerard. 
London: NLB, 1976. 

Sawyer, Jeffrey K. Printed Poison: Pamphlet Propaganda, Fac- 
tion Politics, and the Public Sphere in Early Seventeenth-Cen- 
tury France. Berkeley: University of California Press, 1990. 

Scribner, R.W. For the Sake of Simple Folk: Popular Propaganda 
for the German Reformation. Oxford: Clarendon, 1981. 


PROTESTANTISM 


The theological separation from the Roman 
Catholic Church in Western Christendom, 
mainly since the Reformation. 


Protestantism is closely related to issues of trade. 
However, the level of influence that the Protes- 
tant religion has had on trade is controversial 
among scholars. In 1904, sociologist Max Weber 
published The Protestant Ethic and the Spirit of Capi- 
talism, in which he found correlation between the 
development of Protestantism and capitalism and 
claimed that Protestantism (in particular Calvin- 
ism) had a major role in the development of the 
“spirit of capitalism.” 

Weber explained the differences in develop- 
ment between the Protestant world and the rest 
of the world in the ethics that are derived from 
Protestantism. The “spirit of capitalism” is, accord- 
ing to Weber, the core of the economic system. 
This is specifically apparent in the North Ameri- 
can colonies and later in the United States, which 
bases itself on the “Protestant work ethic,” a firm 
approach toward hard work and saving money. 

Critics of Weber claim that there was not much 
difference between Protestant and Roman Catho- 
lic economic values in the sixteenth and seven- 
teenth centuries, which are crucial to the 
development of Weberian Protestant ethic and 
capitalism. Others, like R.H. Tawney (1926), 
claimed that Protestantism actually adopted the 
capitalist methods, and not vice versa. 

Another important topic is that of trade regu- 
lations and normative conduct in Protestantism. 
It is claimed that Protestant doctrine did not em- 
body a critical turning point from trade practices 
and religious regulations that were prevalent in 
Catholic Europe. John Calvin, like other contem- 
poraries, denounced expenses achieved at the 
neighbor’s expense. Many Protestant groups 
preached against free-trade practices. 

Moreover, historian J. Viner points out that in 
practice, Calvinist administrations, where they 
were the political and economic regulatory power 
(in Scotland), were as restraining to free trade as 
any other contemporary regime. However, in the 
North American colonies, in which the church and 


In 1904, sociologist Max Weber published The Protestant Ethic 
and the Spirit of Capitalism, in which he claimed that Protestant- 
ism had a major role in the development of the “spirit of capitalism.” 
(Library of Congress) 


state have been separated—the Weberian model— 
the Protestant spirit was correlated with the so- 
cial order. Protestant missionaries (especially, but 
not exclusively, Americans) were also associated 
with the spread of free-trade values in many soci- 
eties, alongside the attempt to spread Protestant- 
ism. 

Regarding illicit trade (such as the slave trade), 
the Protestant position in dogma and de facto 
varied, and sometimes even caused rifts in com- 
munities. Like other religions, Protestantism held 
an ambivalent position regarding the slave trade. 
Some saw it as an opportunity to yield profits, 
while others objected it. In Great Britain, Protes- 
tant voices and arguments were prevalent among 
abolitionists. In the American colonies (and later 
in the United States), some based their claim in 
favor of enslavement of the blacks on their inter- 
pretation of the Bible, in particular in reference 
to the Hamites, while many others based their 
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abolitionist claim on the Scriptures. Protestants 
in the United States also disagreed on the need 
to protect the laborers (through Protestant trade 
unions) versus allowing free trade. 

In the post-1945 period, voices in American 
Protestantism regarding free trade have been 
divided between those who supported the un- 
fettered trade policies and those who protested 
policies that involved social inequity or weap- 
ons sales. 


Tamar Gablinger 


See also: Religion; Roman Catholic Church. 
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PUNIC WARS 


The three Punic Wars, between Rome and the 
city of Carthage, established Rome as the pre- 
eminent power in the western Mediterranean 
and ended in the destruction of Carthage. 


The first Punic War (264-241 B.c.z.) broke out be- 
cause of Roman-Carthaginian struggles over con- 
trol of Sicily, sparked by the revolt of Messina 
against Carthage and Roman intervention to aid 
Messina. This war was fought by a formidable 
Roman navy, equipped with the corvus, and ended 
with the Carthaginian departure from Sicily. 

The second Punic War (218-202 B.c.£.) resulted 
from the Carthaginian strategy of colonizing the 
Iberian peninsula with trade cities, including the 
future Barcelona, named after its founder 
Hamilcar Barca. The Romans, too, were interested 
in Iberian resources, like tin and copper, and es- 
tablished an alliance with the city of Saguntum. 
In 221 B.c.z., this cold war between Carthage and 
Rome flared up when Hannibal, Barca’s son, con- 
quered Saguntum and, in response to Roman pro- 
tests, invaded the Italian peninsula in 218, using 
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The Punic Wars between Carthage and Rome led to the rise of 
Rome to political and economic dominance in the Western world in 
the latter centuries of the first millennium B.c.e. Shown here is a 
battle scene during Second Punic War. (Library of Congress) 


elephants in a famous campaign across the Alps. 
Unwisely abandoning a policy of attrition against 
Hannibal, the Romans were nearly destroyed at 
the Battle of Cannae. Satisfied that Carthage could 
regain influence in the western Mediterranean 
and not wanting to waste resources besieging 
Rome, Hannibal roamed southern Italy. Mean- 
while, the Romans rebuilt their army, reassured 
their Italian allies, and sent an army under Publius 
Cornelius Scipio to ravage Carthaginian Spain, 


cutting Hannibal off from his supplies. When 
Hannibal evacuated to go back to Carthage, the 
Romans followed and defeated him at Zama in 
202. Rome now added Spain and the area around 
Carthage to its empire. 

The third Punic War (149-146 B.c.£.) was a se- 
curity measure meant to protect Rome from fu- 
ture confrontations with a resurgent Carthage. 
Cato the Censor, flush with triumph from Greek 
and Asia Minor campaigns, argued before the 
Roman Senate that Carthage was a deadly enemy 
close to home and convinced it to demand that 
Carthage give up its port and move inland. When 
Carthage refused this deliberately outrageous 
demand, the Romans invaded, seized the city, and 
systematically slaughtered the inhabitants. As a 
final gesture, the Romans sowed the area with 
salt, making it uninhabitable for a generation, af- 
ter which the Romans recolonized the region. 

These wars were a manifestation of the colli- 
sion of the expanding land power of Rome and 
the naval trading empire of Carthage. The 
Carthaginians needed to maintain their major 
port and a sphere of influence in Iberia and the 
Mediterranean islands. Rome, whose expansion 
was blocked by these policies, used its advantages 
of land possessions, larger population, and mili- 
tary organization to destroy its rival and assume 
control of the western Mediterranean. 


Margaret Sankey 


See also: Roman Empire. 
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QUADRANT 


Used by many mariners to determine latitude 
before they began to use the cross-staff. 


Like the cross-staff, which measured the altitude 
of a celestial body, the quadrant incurred inaccu- 
racies that allowed their users to know only their 
relative position and not their exact location. Still, 
such information told a ship’s crew when they 
were in the latitude of their desired harbor. 

Used for centuries by astronomers and ar- 
chitects, the original quadrants were essentially 
a quarter-circle made of either wood or metal with 
two pinhole sights through which one delineated 
degree of latitude in relation to the Sun or an- 
other star. Some time before the mid-fifteenth 
century, the quadrant began to be used at sea by 
the Portuguese. The earliest sea quadrants often 
cut out the degree demarcations that coincided 
with the names of various ports, ensuring that 
the least-educated mariner could use the instru- 
ment. Of course, as sailors became acquainted 
with geometry, degree gradients soon returned 
to the quadrant and mathematics became an in- 
tegral part of navigation. Christopher Columbus 
is known to have taken a gradient quadrant on 
his voyages as his 1493 journal reflects. However, 
with the introduction of the cross-staff, particu- 
larly the back staff, the quadrant was superseded. 

By the mid-seventeenth century, the Davis 
Quadrant, a much-improved variant of the back 
staff, was widely used by mariners. The Davis 
Quadrant, or for Europeans the English Quad- 
rant, was used like the cross-staff except that 
one’s back was to the object being observed. 

Realizing that inaccuracies were prone to 
occur, especially in rough weather or in the 
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tropics, mathematicians, navigators, and the 
Royal Society all became involved in developing 
a better instrument for finding a meridian alti- 
tude needed to determine latitude. 

Various quadrants were developed and 
tested, but the Hadley Quadrant (1734), or more 
properly octant, revolutionized navigation and 
remains the basis for most marine instruments 
today. Like the magnetic compass and Harrison’s 
Chronometer, the Hadley Quadrant began a simi- 
lar era in achieving accuracy. Several eminent sci- 
entists invented similar instruments, like Isaac 
Newton and Edmund Halley, but John Hadley 
gave the first account of it to the Royal Society in 
May 1731. The instrument was specifically de- 
signed to reduce any distracting motions when 
making an observation of latitude. This allowed 
mariners to determine their latitude with a pre- 
cision heretofore unknown. An excellent contem- 
porary description of how to use a Hadley 
Quadrant can be found in various editions of 
John Hamilton Moore’s The New Practical Navi- 
gator (1800). 

The ultimate refinement of the quadrant was 
effectively completed in 1764 with the creation of 
the sextant. The sextant was the primary and most 
accurate marine instrument until the introduction 
of satellite navigation in the later twentieth cen- 
tury. Until the advent of the sextant, marine in- 
struments were used to observe the meridian 
altitudes of the Sun or stars to help sailors ascer- 
tain their latitude. The sextant, however, was de- 
signed to measure lunar distances and, when used 
in conjunction with lunar tables, made it possible 
to observe longitude. Until the late nineteenth cen- 
tury, sailors kept both an octant and a sextant to 
make their separate observations. Gradually, how- 
ever, it was soon realized that the sextant could 
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Before the development of the cross-staff, many mariners used 
a quadrant (pictured here) to determine when a ship was in the 
latitude of a desired harbor. (© North Wind Picture Archives) 


perform both observations and the octant fell out 
of favor. 

Maritime instrumentation steadily evolved 
from the fifteenth century onward as European 
mariners, and their backers required the ability to 
more safely traverse the globe. Medieval quadrants 
soon became too unreliable to be used when the 
distances became more vast and the missions more 
vital. Yet the name remained for the instruments 
that refined the quadrants’ ability to affix the me- 
ridian altitude, most notably the Davis Quadrant 
and the Hadley Quadrant—neither a quarter-circle 
as their names imply. The development of these 


instruments was crucial to the age of discovery 


and empire. 
Alistair Maeer 


See also: Navigation. 
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QING DYNASTY 


See Manchu Dynasty. 


R 


RADANITES 


A group or guild of Jewish merchants, active 
primarily during the Middle Ages (c. 500-1000). 


The Radanites dominated trade between the 
Christian and Muslim worlds during the Dark 
Ages; it is largely through their efforts that the 
trade routes established under the Roman empire 
stayed open during that period. 

Several etymologies have been suggested for 
the word “Radanite.” Some scholars believe it re- 
fers to a district in Mesopotamia; others make the 
same claim about the Rhone River valley in 
France. Still others maintain that it derives from a 
Persian phrase meaning “he who knows the way.” 

The earliest known references to “Radanites” 
as such come from the work of Abu’l Qasim 
Ubaid’ Allah ibn Khordadbeh, who served as “di- 
rector of posts and police” (a sort of combination 
postmaster and spymaster) for the province of 
Djibal under the Caliph al-Mutammid (r. 869-885). 
Ibn Khordadbeh wrote al-Qitab al Masalik wal 
Mamalik (The Book of Roads and Kingdoms). 

Ibn Khordadbeh described the Radanites as 
sophisticated and multilingual. He outlined four 
main trade routes used by the Radanites in their 
journeys. All four began in the Rhone valley of 
France and terminated in China. The first pro- 
ceeded southward overland to the Mediterra- 
nean, then by sea to Egypt, where cargo was 
transported to Kolzum (modern-day Suez), and 
shipped down the Arabian coast, around India, 
and into China. The second route followed 
roughly the same path but went overland across 
Syria to Basra and down the Persian Gulf before 
joining the first route in Sind. The third route 
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went through southern France into Spain, then 
into North Africa. From there the Radanites car- 
ried their cargo by camel from Tangiers to Cairo, 
and on to Baghdad and the Silk Road. The fourth 
and final route stretched across eastern Europe 
into the Khazar empire, over the Caucasus Moun- 
tains and across northern Persia and Central Asia. 

The commodities carried by the Radanites 
were primarily those that combined small bulk 
and high demand, including spices, perfumes, 
jewelry, and silk, but they also transported oils, 
incense, iron weapons, furs, and slaves. 

During much of the Middle Ages, the lands 
of Islam and the kingdoms of Christendom re- 
fused to have anything constructive to do with 
each other. European Christian merchants were 
often banned from Muslim waters (and preyed 
on by Muslim pirates), while Muslim traders 
could not readily access the markets of Christian 
Europe. The Radanites functioned as neutral go- 
betweens, keeping open the lines of communica- 
tion and trade between the lands of the old 
Roman empire and the Far East. Their importance 
did not go unnoticed by the rulers whose revenues 
depended in large part on the Radanite trade; Jew- 
ish merchants enjoyed significant privileges un- 
der the early Carolingians in France and 
throughout the Muslim world. 

In addition to rare commodities, the Radanites 
transported ideas. It is now believed that it was 
Jewish merchants, not Chinese prisoners of war, 
who introduced the art of papermaking to the ca- 
liphate, and one Jew, Joseph of Spain, is credited 
by some sources with introducing the so-called 
Arab numbers from India to Europe. Historically, 
medieval Jewish communities used letters of 
credit to transport large quantities of money with- 
out the risk of theft. The Radanites may have pio- 
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neered this system; if so, they may be counted 
among the earliest modern bankers. 

Some scholars believe that the Radanites may 
have played a role in the conversion of the 
Khazars to Judaism. In addition, they may have 
helped establish Jewish communities at various 
points along their trade routes and were prob- 
ably involved in the early Jewish settlement of 
eastern Europe, Central Asia, China, and India. 

The fall of the Tang dynasty in 908 and the 
destruction of the Khazar Khanate some sixty 
years later led to widespread chaos in Inner 
Eurasia, the Caucasus, and China. Trade routes 
became unstable and unsafe, and the Silk Road 
largely collapsed for centuries. Moreover, the frag- 
mentation of the Muslim world (and, to a lesser 
extent Christendom) into small states provided 
more opportunities for non-Jews to enter the 
market. This period saw the rise of the mercan- 
tile Italian city-states, especially Genoa, Venice, 
Pisa, and Amalfi, which viewed the Radanites as 
unwanted competitors. 

The disappearance of the Radanites had a pro- 
found impact on the economy of Europe. Docu- 
mentary evidence indicates, for example, that 
many spices in regular use during the early 
Middle Ages completely disappeared from Euro- 
pean tables in the 900s. For the Jews, it marked 
the end of the golden age of trade and the begin- 
ning of a long period of systematic persecution 
and victimization. 


Brian M. Gottesman 


See also: Jews; Judaism; Khazar Empire; Silk Road. 
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RAE, JOHN (1796-1872) 


A pathbreaking capital theorist who gave a 
clear and forceful statement of the infant in- 
dustry argument against free trade in 1834. 


John Rae, whose career led from medical study in 
Aberdeen, Scotland, to a district judgeship in the 
Kingdom of Hawaii and death on Staten Island, 
wrote his Statement of Some New Principles of Politi- 
cal Economy (1834) while teaching school in upper 
Canada. A critic of his fellow Scot Adam Smith’s 
case for free trade, Rae argued that the force driv- 
ing economic progress was technical innovation 
rather than saving. Capital accumulation would 
result from the investment opportunities created 
by technical advances. Rae held that comparative 
costs should not be taken as given, but would 
change over time as new producers gained expe- 
rience (learning by doing). Even though manufac- 
turing in Canada and the United States in the 1830s 
might initially have higher costs than already es- 
tablished British manufactures, costs would fall 
over time in the North American manufactures if 
they could become established. This was the in- 
fant industry argument for protection: if the state 
would protect new industries for a time against 
lower-cost imports, the new industries would in 
due course become efficient competitors, and com- 
parative advantage would shift. 

Rae preferred subsidies rather than tariffs to 
support infant industries and stressed that the pro- 
tection should be strictly temporary. Rae distin- 
guished between returns to society as a whole and 
returns to individuals (since the initial producers 
whose experience improved efficiency would not 
capture all the subsequent benefits). Later analysts 
identified as crucial the question whether the 
present discounted value of the future benefits 
from improved efficiency would exceed the initial 
costs of protected inefficient production. Another 
practical problem is how to wean an infant indus- 
try away from subsidies and protective tariffs once 
it is able to compete: recipients of such support 
rarely admit that it is no longer needed. 

Alexander Hamilton’s 1791 Report on Manu- 
factures, which Rae quoted, influenced Rae, but 
his analysis of the infant industry argument for 
protection became clearer and more incisive. 
John Stuart Mill devoted a paragraph in his Prin- 
ciples of Political Economy (1805) to endorsing Rae’s 
infant industry argument in theory (with Rae’s 
name mentioned from the fifth edition onward), 
while stressing the practical difficulty of keep- 
ing such protection temporary. Mill’s paragraph 


RAGUSA, REPUBLIC OF (DUBROVNIK) 


became famous and controversial, yet Rae re- 
mained largely unknown until the end of the 
nineteenth century, when the capital theorists 
Eugen von Boehm-Bawerk and Irving Fisher 
acclaimed Rae’s prescient analysis of the “effec- 


tive desire of accumulation.” 
Robert W. Dimand 


See also: Mill, John Stuart. 
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RAGUSA, REPUBLIC OF 
(DUBROVNIK) 


A medieval city on the eastern shore of the 
Adriatic and a capital of an independent Re- 
public of Ragusa from 1204 to 1808; it is now 
Dubrovnik in Croatia. 


Ragusa’s history bears many parallels to that of 
early Venice. Its strategic location on the edge of 
the Balkans on the trade routes from the Levant 
and Asia Minor to Europe ensured that it became 
a major center of trade. Unlike Venice, the repub- 
lic never became a major military power, relying 
instead on deft and generous diplomacy to main- 
tain its independence. 

For most of its existence, Ragusa remained an 
oligarchy with a population divided into three 
classes: nobility, citizens, and artisans or plebe- 
ians, with most of the power being held by the 
nobles. A governing body, known as the Grand 
Council, and an executive body called the Small 
Council formed its government. The citizens 
elected a duke for a term of office. 

Ragusa became independent of the Byzantine 
empire following the crusaders’ capture of 
Constantinople in 1204. In its early period in the 
thirteenth century, Ragusa remained largely in 
the shadow of Venice. The latter offered protec- 
tion to the young republic from the local Slavic 
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princes and the pirates on the Adriatic. In ex- 
change, Ragusa agreed to build no significant war 
navy of its own and allowed Venice to use its port 
as a naval base. The two states’ exports were ex- 
empt from mutual custom duties. However, the 
fourteenth century saw Ragusa assert its indepen- 
dence and begin to compete with Venice in the 
Mediterranean trade. 

In the fifteenth and sixteenth centuries, the 
Republic of Ragusa competed vigorously with 
Venice in Adriatic and even Mediterranean com- 
merce. The city’s specialty was shipping as well 
as trade in salt, wax, silver, and other metals mined 
in its rich Balkan hinterland. To the city’s credit, 
it prohibited trade in slaves in 1418. Ragusan 
merchants began to appear as far away as 
Flanders and England. Threatened by the new 
competition, the Venetians reacted with hostility, 
attacking Ragusan shipping and launching raids 
on its territory. 

Following the fall of Constantinople in 1453 
and the Turkish conquest of Bosnia in Ragusa’s 
hinterland by 1465, Ragusa faced a growing Ot- 
toman threat. It deflected the danger by a skillful 
diplomatic maneuver. Ragusa agreed to become 
a vassal of the Ottoman sultan in 1526 and pay a 
tribute-like tax, while retaining de facto indepen- 
dence. Although this step alienated much of 
Christian Europe, it saved the republic. Lavish 
gifts to the pope and skillful diplomacy in Italy 
prevented most Christian princes from attacking 
Ragusan interests and shipping. 

Remaining neutral in the massive confronta- 
tion between the Ottoman empire on one hand, 
and the alliance of Christian princes on the other 
hand, Ragusa used the situation to its advantage, 
much as Venice had done several centuries ear- 
lier. Using its neutrality, Ragusa helped resusci- 
tate the trade between the Ottoman Levant and 
Asia Minor and Christian Europe, which was 
brought to a standstill by the prolonged period 
of warfare and greatly expanded shipping. Car- 
rying badly needed goods between the two war- 
ring sides, Ragusan merchants pocketed huge 
profiteering gains in the process. During this time, 
Ragusa also controlled the Adriatic islands of 
Hvar, Mljet, Brach, Locrum, and Kortula, nearby 
towns of Mali Ston, Veliki Ston, and Kaftat, and 
others. 
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control of Mediterranean trade. (Library of Congress) 


By the sixteenth century, Ragusan influence 
on Mediterranean trade was far out of propor- 
tion to the city’s small size, helped by trading colo- 
nies planted throughout the Balkans and linked 
by a network of roads to Sarajevo and Skopje, the 
largest market towns in the region. Important salt 
works on the PeljeSac peninsula contributed to 
the city’s prosperity, being the only major source 
of salt in the Adriatic that was not controlled by 
Venice. The Venetians had launched several at- 
tacks on the peninsula in an attempt to complete 
their salt monopoly. To protect the important site, 
the Ragusans added to the nearby fortifications 
of the Veliki and Mail Ston by building massive 
defense walls that stretched across the peninsula’s 
isthmus for many miles—an impressive feat of 
fortification engineering. 

The catastrophic earthquake on April 6, 1667, 
killed over 6,000 citizens, including the duke/rec- 
tor, leveling most public buildings and destroy- 
ing most of the city’s merchant marine fleet. The 


The fourteenth century saw Ragusa, a city-state on the Dalmatian coast, assert its independence and begin to compete with Venice for 


republic never fully recovered from this blow. 
Besieged by Russian and Montenegrin forces in 
1806, Ragusa decided to accept a French ultima- 
tum instead, accepting French suzerainty and a 
French garrison. Napoléon Bonaparte’s Marshal 
Marmont formally abolished the republic in 1808. 
Today, it remains an important cargo and passen- 
ger port as well as a tourist destination in the Re- 
public of Croatia. 


Mikhail S. Zeldovich 


See also: Byzantine Empire; Constantinople; Salt; Silver; 
Venice. 
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RAILROADS 


Two parallel steel rails connected by wood or 
concrete ties used for transporting a locomo- 
tive and freight cars. 


The first railroad was used in England. Wooded 
rails were used to guide and transport handcarts 
full of coal out of the mines. The carts were pushed 
by men and, although carrying large loads, were 
not effective for the transport of people or large 
quantities of goods. After the invention and im- 
provement of the steam engine, men like George 
Stephenson began experimenting with steam lo- 
comotives. Stephenson, his son Robert, and 
Henry Booth built the Rocket, the first steam-pow- 
ered train. Wooden rails were replaced with iron 
rails, but as speeds and friction increased, the iron 
wore down quickly. Steel provided the solution 
to the problem; thereby, the steel and railroad 
industries became dependent on each other. 

England recognized the potential of the rail- 
road immediately. Not only could trains provide 
faster transportation for people around the coun- 
try, but freight, especially coal needed to fuel the 
nation’s industrial centers, could also be moved 
from the coal mines to the factories efficiently. 
Goods arriving at England’s ports could be 
shipped throughout Britain cheaper than by any 
other means. Finished manufactured goods were 
placed on trains headed to port facilities for ship- 
ment around the world. With the railroad, En- 
gland had the infrastructure needed for its 
expanding manufacturing economy. 

The United States quickly followed the Brit- 
ish example. By 1836, approximately 1,450 miles 
of track had been laid. Although steamships and 
canals were initially the favored new form of 
transportation, with the expansion of the coun- 
try after the incorporation of Texas, New Mexico, 
Arizona, and California, the United States needed 
the capabilities to link these new regions with the 
eastern seaboard, especially after the discovery 
in 1849 of gold in California. Congress approved 
a survey for the construction of the transconti- 
nental railroad in 1853. Chinese immigrants, 
working from the West Coast toward the East, and 
Irish immigrants, working from the East Coast to- 
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ward the West, provided cheap labor for the rail- 
road companies. By 1869, the Union Pacific and 
Central Pacific railroads were joined at Promon- 
tory, Utah. The railroad reached from the Pacific 
coast to the Missouri River, a distance of 2,000 
miles. Time of travel for pioneers moving west 
was reduced from six months to six days. 

After this railroad was completed, many other 
lines were constructed across the great expanses 
of the West. The railroad was the primary force 
behind the settling of the remote regions. First, 
the buffalo hunters journeyed to the plains on 
trains and returned with millions of buffalo hides, 
which would then either be sold to the domestic 
market or shipped around the world. As the buf- 
falo herds diminished, the ranchers moved west 
along the railroads. Before the open range was 
fenced off, cattle drives from south Texas to Kan- 
sas were an annual event. From the railhead in 
Kansas City, the cattle were shipped to Chicago 
to the meatpacking plants, and from there the 
meat, especially after the invention of refrigerated 
railcars, was shipped to the East Coast and points 
south. Farmers needed the railroads to ship their 
grain to markets. Many railroad companies oper- 
ated grain elevators as well—a practice that would 
eventually lead to conflict between the two 
groups. Farmers in the South relied on trains to 
carry their cotton crops to seaports such as 
Galveston and New Orleans, where the commod- 
ity would be shipped to the textile mills of En- 
gland. Trains allowed trade throughout the 
United States to flourish. By 1941, the United 
States had over 233,000 miles of track, approxi- 
mately one-fourth of the world’s total. 

The British began construction of several rail- 
roads in India beginning in 1852. By the early 
twentieth century, the country had over 31,000 
miles of track. Cotton was the primary commod- 
ity shipped from India to England, where it was 
manufactured into cloth and then shipped 
around the world, including back to India, where 
it was sold at prices lower than those of domestic 
handmade cloth. Although the railroads in India 
helped British industry, it destroyed the one ma- 
jor cottage industry of the indigenous people. 

Countries and continents that did not de- 
velop a major railroad network lagged behind 
the United States, Great Britain, and India. Africa 
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No invention of the nineteenth century did more for the advancement of manufacturing and trade than the railroad. Its significance for the 
development of the U.S. economy is shown by this map of the North American transcontinental railway system of the 1880s. 


(© North Wind Picture Archives) 


presented a particular problem because its geog- 
raphy and terrain were not suited for the con- 
struction of rail lines. Australia failed to develop 
a rail system that would have supported cities 
and towns throughout the outback like those that 
had been built in the American West. Countries 
in western Europe began construction of rail- 
roads several decades after Britain and the United 
States. Germany led the way in terms of miles of 
tracks. The German steel industry prospered 
during this time, much as the American steel in- 
dustry had during the buildup of its rail lines. 
By the middle of the twentieth century, the 
importance of the railroad had declined. The de- 
velopment of interstate highway systems in the 
United States and throughout the industrialized 
West allowed trucks to carry much of the mer- 
chandise produced domestically. Goods arriving 
in ports were often loaded on trucks as well. Prod- 
ucts shipped from the manufacturer’s loading 
dock or warehouse could be delivered to the door 
of the purchaser, whereas goods shipped by rail 
were usually unloaded in the rail yard. The pri- 


mary customers of freight trains are large manu- 
facturers like General Motors that locate their fa- 
cilities next to the railroad tracks, usually with a 
spur onto the grounds of the plant. In countries 
throughout Europe and in India, railroads are 
used primarily to transport people. Because auto- 
mobile travel is at a low level in India, the railroads 
there have subsequently become dangerously 
overcrowded. 


Cynthia Clark Northrup 


See also: Transportation and Trade. 
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RECIPROCITY 


An important issue of nineteenth-century trade 
and diplomatic history that refers to the policy 
of signing agreements with another state on 
the mutual reduction or cancellation of im- 
port duties. 


In the early nineteenth century, “reciprocity” usu- 
ally meant “a grant of equal commercial terms on 
pain of retaliation.” Gradually, the term came to 
mean a voluntary negotiation of equal terms. 
Reciprocity integrates notions of fair play between 
trading partners expecting mutual gains—or 
equivalent losses. In a reciprocity agreement, each 
government accepts a loss of revenue as tariffs 
go down because it hopes to gain more national 
income through cheaper imports (implying ben- 
efits to the consumer and reduction of business 
costs), while increasing exports. 

Free traders, protectionists, and defenders of 
reciprocity all had to deal with arguments con- 
cerning revenue, economic development, the pro- 
tection of domestic industry (John Stuart Mill’s 
“infant industry” theory), unemployment, and so 
on. Some even consider reciprocity as a step on 
the road to free trade, since it is a form of “negoti- 
ated” freedom between two partners, granting 
each other preferential treatment. 

In the history of modern trade, mercantilism 
was the dominant feature until Great Britain de- 
cided to abandon this policy in favor of free trade. 
From the 1840s onward, as the leader in world 
trade, Great Britain decided to move toward uni- 
lateral free trade, with long-lasting consequences 
on the British economy and society, on the evo- 
lution of the British empire, and on world trade. 
Recent scholarship has mitigated this traditional 
view. However, unilateral tariff reduction by Brit- 
ain came as a shock to nations in the process of 
industrializing, like Germany or the United States. 
The most predictable backlash was the tighten- 
ing of protectionist policies. For most of the nine- 
teenth century, the United States endorsed 
neomercantilist policies, with an emphasis on 
balance-of-trade surpluses supposed to ensure 
national prosperity by promoting exports and 
restricting imports. U.S. tariff history can there- 
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fore be considered as a mixture of neomer- 
cantilism and timid applications of the “compara- 
tive advantage” theory, which may account for 
the government's pursuit of reciprocity treaties 
with other Western Hemisphere countries. 

In the United States, the debate over tariffs 
was passionate. Public opinion was divided be- 
tween protectionists, free traders, and advocates 
of reciprocity with major trading partners. Each 
side believed that its policy was the best to boost 
trade, employment, productivity, and consump- 
tion. The issue was made even more complex by 
the party divisions: most Republicans were pro- 
tectionists in favor of high tariffs, while Demo- 
crats tended to defend a policy of reform of the 
tariff policy (however, tariff reform did not mean 
the advocacy of reciprocity). 

In this context, one of the means to reform 
tariffs in the United States was reciprocity, which 
became a buzzword for all those who stood half- 
way between totally free trade and a high level of 
protection. Most historians agree that the major 
defenders of reciprocity were strongly influenced 
by the German model of the Zollverein, a customs 
union concluded in the 1834 by the German states. 
The U.S. government devised nothing so compre- 
hensive, neither did it elicit sufficient support in 
Congress for a global reciprocity campaign with 
all its trade partners. Instead, it managed to reach 
bilateral agreements with a limited list of coun- 
tries to reduce or abolish duties on certain prod- 
ucts. The United States was hoping to export its 
manufactured goods and semimanufactured 
foodstuffs while expecting its partners to sell raw 
materials at lower rates or even duty free. 


RECIPROCITY TREATIES 


The first U.S. reciprocity treaty was signed with 
Canada in 1854. It lasted from 1855 to 1865 but, be- 
cause of stiff opposition in the United States and 
later in Canada, it was not renewed. The second 
U.S. reciprocity treaty was signed with Hawaii. It 
became effective in 1875 and lasted until 1898, when 
Hawaii was annexed by the United States in the 
wake of the Spanish-American War. This treaty be- 
came a model for all subsequent treaties with Latin 
American governments as it combined trade ben- 
efits with a rise in American investments and eco- 
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nomic development, to the mutual satisfaction of 
the United States and the participating countries. 

In the case of Latin America, the few treaties 
signed were either short lived or unsuccessful. 
From 1865 to 1898, there were almost a dozen reci- 
procity treaties or agreements in operation with 
Mexico, Brazil, Central American countries, Spain 
(over Cuba and Puerto Rico), and Britain (over its 
West Indian possessions). They affected 36 per- 
cent of American imports. 

During the administration of Grover Cleve- 
land (1885-1889), some—the boldest—went as far 
as to battle for the establishment of a commercial 
union with Canada, a kind of common market 
with a tariff wall raised against the rest of the 
world, while totally free trade was practiced be- 
tween the United States and Canada. No consen- 
sus was ever reached either in favor of this 
revolutionary common market, or in favor of tar- 
iff reform, both issues were eventually addressed 
in the twentieth century. 

As for Europe, until the 1870s hardly any reci- 
procity treaties were discussed because of a state 
of chronic tariff war. The 1860s can be considered 
a turning point with the Anglo-French Treaty of 
1860 (concerning wine and manufactured goods), 
the first of the kind in Europe, which led to sev- 
eral reciprocity treaties signed by both France and 
Great Britain with other European countries, who 
now gave up any resistance to liberalizing trade. 
A new era of bilateral treaties opened, but all in- 
cluded most-favored-nation clauses, by which all 
the signatories were entitled to the lowest scale of 
tariffs agreed to in any of the bilateral treaties, tim- 
idly leading to a new perception of a multilateral 
system of trade. The United States was therefore 
reluctant to enter into reciprocity treaties with 
those powerful industrial nations. 

Although reciprocity is a perfect example of 
compromise over mutually agreed on interests, 
it was bound to be the target of heavy criticism 
by protectionists and free traders, who easily un- 
derscored the drawbacks of the system, one of 
which was the development of most-favored-na- 
tion clauses inside bilateral treaties. 

Protectionism dominated policies until the 
1930s, when the adoption of the 1934-1935 Re- 
ciprocal Trade Agreement opened a new era of 
free-trade policies, focusing on the reduction of 


tariffs and the promotion of trade. The twentieth 
century saw the development of a new division 
between “free traders” and “fair traders.” And in 
the post-World War II era, the General Agreement 
on Tariffs and Trade negotiations placed reciproc- 
ity at the core of the multilateral trading system, 
alongside nondiscrimination. 


Aissatou Sy-Wonyu 


See also: British Empire; Comparative Advantage; Industri- 
alism; Mercantilism; Mill, John Stuart; Smith, Adam; Tariff 
Barriers; Tariffs. 
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REDISTRIBUTION 


Refers to socioeconomic policies aimed at af- 
fecting the way in which the nation’s wealth 
and income are divided among its population; 
can also be applied at the global level with 
respect to distribution of wealth and income 
among nations. 


Redistribution has a positive impact on aggregate 
output and economics growth. Income concentra- 
tion at the high end is associated with a low mar- 
ginal propensity to consume (MPC). Since wealthier 
people save a high proportion of their income and 


since saving is the equivalent of production not 
purchased, wealth and income inequality has a 
negative effect on aggregate output and growth. 
An economy with a good redistribution policy 
would have a higher MPC and higher growth than 
one without such policies. John Maynard Keynes 
was one of the main proponents of this idea. From 
an economic point of view, greater equity as a re- 
sult of redistribution policies is not a moral objec- 
tive, rather it is a necessity. Hence, redistribution 
not only directly helps the low-income groups, but 
also secures long-term economic growth and de- 
velopment for the economy as a whole. 

Since wealth is an accumulated store of pos- 
sessions and financial claims, it is also considered 
to include claims on entitlement to resources for 
livelihood. Amartya Sen identifies the availability 
approach to provisioning, which focuses on the 
problem from the production side, and the en- 
titlement approach, which analyses the malfunc- 
tion distribution that became responsible for the 
inadequacy of purchasing means. Sen advocates 
a shift in the entitlement system, both in the form 
of social security programs and through systems 
of guaranteed employment at adequate wages. 

Access to well-paying jobs is not only a func- 
tion of the aggregate level of output and employ- 
ment, but is also the product of education and 
opportunity. In 1944, Gunnar Myrdal presented 
his theory of cumulative causation and his theory 
of poverty enforcing poverty, in which he argued 
that it is probable that children will tend to retain 
the status of their parents. Thus, without redistri- 
bution policies, inequalities are expected to per- 
sist and have negative effects on aggregate output, 
employment, and growth. 

The idea of cumulative causation became the 
basis of Myrdal’s writings on international devel- 
opment economics. He argued that instead of con- 
vergence between rich and poor countries, there 
might rather be divergence in terms of economic 
development. Because of cumulative causation 
processes, poor countries are more likely to become 
poorer as they heavily rely on exports of primary 
products with deteriorating terms of trade, while 
rich countries enjoy economies of scale. 

In addition, balance-of-payment disequilib- 
rium between rich and poor countries generates 
debt crisis and further international inequality, 
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thus undermining output and employment at the 
global level. To offset these imbalances between 
debtor and creditor nations, there have been sev- 
eral proposals for reform of the international fi- 
nancial structure. After World War II, there were 
two plans: one by Keynes and the other by Harry 
D. White. Both were based on a multilateral pay- 
ment system that permitted the balance-of-pay- 
ment disequilibrium to be offset by short-term 
funding. Even though Keynes’s proposal was ori- 
ented toward achieving global full employment, 
it was not implemented. Instead, the White plan 
was adopted and served as the basis for the cre- 
ation of the International Monetary Fund. 

Paul Davidson’s International Monetary Clear- 
ing Unit IMCU) proposal is also based on Keynes's 
plan. It features an international unit of account 
and ultimate reserve asset for international liquid- 
ity. The IMCU plan ensures that the burden of cur- 
rent-account adjustment does not fall on the 
debtor, which avoids impoverishing indebtedness 
and depressions. This plan is a form of redistribu- 
tion at the global level that guarantees liquidity and 
stability to the international community through 
an international lender of a last-resort institution. 
Although redistribution is socially and economi- 
cally desirable, it remains politically challenging at 
both the domestic and global levels. 


Zdravka Todorova and Fadhel Kaboub 
See also: Keynes, John Maynard. 
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REFORMATION 


A religious movement led by diverse Christian 
reformers in Europe that fractured Christian 
unity, producing Protestant and Catholic de- 
nominations and creating widespread religious 
conflicts for over a century. 
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A small crowd gathers to watch as Martin Luther directs the posting of his Ninety-Five Theses, protesting the practice of the sale of 
indulgences, to the door of the castle church in Wittenberg in 1517. Many historians argue that the rise of Protestantism, which Luther’s act 
inaugurated, contributed to the development of capitalism in Europe. (Library of Congress) 


A heightened sense of spiritual anxiety and a pro- 
found fear about the coming of the Apocalypse in 
the late fifteenth and early sixteenth centuries 
seem to have sparked the Reformation. Christians 
throughout Europe were concerned about cleri- 
cal abuses, Episcopal inattentiveness, and papal 
failings. The conciliar movement attempted to 
address the problems of the church administra- 
tion, but ultimately failed. Other Christians 
stressed the importance of piety and spiritual re- 
newal. These movements for religious change, 
often referred to as the Catholic Reformation, 
sought to revive universal Christianity and to pre- 
pare believers for the approaching Apocalypse. 
Sociologist Max Weber argued in his famous 
work The Protestant Ethic and the Spirit of Capital- 
ism (1958) that the Reformation fueled capitalism. 


The Weber thesis prompted significant research 
on the connections between religious reform and 
economic development, but has been rejected by 
most scholars. Most historians now see the Ref- 
ormation as a broad series of religious reform 
movements, not as a monolithic, coherent Prot- 
estant event. 

Martin Luther, an Augustinian monk and pro- 
fessor in Wittenberg, quickly became the most 
prominent leader of religious reform after his at- 
tack on papal indulgences. Indulgences, recogni- 
tions of the forgiveness of sins, had been used to 
raise money for church projects for centuries, but 
a new aggressive marketing strategy employed 
by Pope Leo X’s administrators to raise immense 
sums in Germany for the rebuilding of the Sistine 
Chapel angered Luther. The papal administrators 


used blank forms and language that confused 
many Christians by appearing to offer believers 
the opportunity to purchase forgiveness. Luther, 
who had studied forgiveness closely, hoped to 
prompt debate with his Ninety-Five Theses and ul- 
timately to change papal policy. The relatively 
new printing press ensured that Luther’s call for 
debate would be heard, since copies of Luther’s 
criticisms were rapidly distributed throughout the 
Christian world by printed pamphlets. 

Luther never intended for his protest to split 
Christianity or to create new denominations, but 
the papal and imperial reaction to Luther’s pro- 
test prevented any coherent, European-wide re- 
form from occurring. The pope excommunicated 
Luther for his heretical ideas and after the Diet of 
Worms in 1521, Charles V, the Holy Roman em- 
peror, issued an arrest warrant for the trouble- 
some monk. Luther went into hiding under the 
protection of the duke of Saxony, who allowed 
the reformer to refine and promote his notions of 
salvation by faith alone, the authority of the word 
of God, the priesthood of all believers, and cleri- 
cal marriage. 

But Luther was unable to control the devel- 
opment of the reform movement he had helped 
to launch. Reformation ideas spread primarily 
along existing road and river trade networks and 
attracted an audience among nobles, urban elites, 
clergy, and literate artisans. Reformist clergy, such 
as Martin Bucur in Strasbourg and Ulrich Zwingli 
in Zurich, sometimes followed Luther’s ideas but 
often authored their own theological interpreta- 
tions. John Calvin's highly systematized response 
to spiritual anxiety emphasized God’s omni- 
science and his predestination of all souls into the 
elect (the saved) and the damned. Calvinism de- 
manded strict moral behavior and the establish- 
ment of a godly community through enforcement 
of moral discipline through civic institutions. Mis- 
sionaries from Calvin’s Geneva exported his 
model, and Calvinism became prominent in the 
Netherlands, Scotland, southern France, and parts 
of Germany during the mid-sixteenth century. 
Henry VIII broke with the papacy and reformed 
England over political concerns and his desire to 
divorce and remarry. 

By the 1530s, the Reformation had produced 
serious confessional divisions throughout Europe. 
Many towns became religiously mixed communi- 
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ties, and regions with towns dominated by differ- 
ent confessions were common. Since most Euro- 
peans conceived of world authority as deriving 
ultimately from God, religiously mixed areas rep- 
resented a threat to order, inviting divine punish- 
ment. Princely and aristocratic governments 
attempted to control the spread of minority con- 
fessions and to outlaw heresy, while municipal 
governments tried to manage religious activities 
within their town walls. Early modern authorities 
at all levels issued bans on trade with unapproved 
religious groups, who were often seen as heretics 
and rebels. The Counter-Reformation revamped 
papal administration and clarified doctrinal issues, 
consolidating a new Catholic identity. Idealistic 
clergy and new monastic movements advanced 
this reform movement, explaining the failure of 
Protestant movements in Italy, Spain, and Austria. 

Religious wars erupted beginning in the Holy 
Roman empire, as a volatile combination of reli- 
gion and politics produced the War of the 
Schmalkaldic League. Political instability and re- 
ligious passions animated the French Wars of Re- 
ligion and the Dutch Revolt in the second half of 
the sixteenth and early seventeenth centuries. 
Religious politics infused the Thirty Years’ War 
and the English civil war of the mid-seventeenth 
century. All these conflicts witnessed the “miser- 
ies of war”: iconoclasm, atrocities, religious coer- 
cion, and economic devastation. Europeans made 
attempts to halt religious warfare and build coex- 
istence through religious peaces, such as the Peace 
of Augsburg, the Edict of Nantes, and the Peace 
of Westphalia. But genuine notions of religious 
tolerance formed only later. 

As the Reformation continued to develop in 
the seventeenth century, it produced an amazing 
diversity of ideas and approaches. The Anabaptists 
were denounced and persecuted by almost all 
mainstream reformers for their “radical” notion of 
adult baptism. In England, a wide variety of Puri- 
tan religious radicals agitated for a “true” reform 
of the Anglican Church, advocating repentance 
and renunciation of wealth. The French-based 
Jansenist movement called for piety, but was 
branded heretical by the papacy and suppressed 
by Louis XIV. Throughout Europe, repressive 
government policies often prompted religious 
minorities to flee persecution as religious refugees. 
Later Christian reform movements, such as 
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Methodism, Pietism, Mormonism, and Vatican II 
all drew on the experience of the Reformation. 


Brian Sandberg 


See also: Capitalism; Printing Press. 


BIBLIOGRAPHY 

Bossy, John. Christianity in the West, 1400-1700. Oxford: Ox- 
ford University Press, 1985. 

Cameron, Euan. The European Reformation. Oxford: Oxford 
University Press, 1991. 

Hsia, R. Po-Chia. The World of Catholic Renewal, 1540-1770. 
Cambridge: Cambridge University Press, 1998. 


RELIGION 


A personal or formal institutionalized system 
of beliefs that pertain to the existence of and 
obligations to a deity. 


Religion, as a system of cross-cultural communi- 
cation, has always been connected to commerce. 
The connections between the two realms have ex- 
isted throughout history at changing levels of in- 
tensity and with varying dynamics. These links 
have intrigued both policy makers and those who 
are active in the realms of religious and academic 
research. The relationships challenge the scholar 
with theoretical and practical questions. Should 
economic activity be subject to religious ethics and 
morals? What is the attitude toward the accumu- 
lation of wealth? What is the role of tradesmen in 
the expansion of religion? 

These problems also relate to the variance be- 
tween religious and cultural traditions. Since Max 
Weber’s study on Protestantism appeared, and 
even before, the issue of the correlation between 
Protestantism and capitalism in content has been 
debated. This study sparked a series of inquiries 
on the economic and political differences between 
Catholic and Protestant countries and between 
Christian and non-Christian societies. According 
to this commentary, the “spirit” of Protestantism 
was conducive to capitalism. Other religious tra- 
ditions and the historical activity of religious or- 
ganizations have raised other questions about the 


relationship between economic institutions and 
religious ones. 


RELIGION AS A CONSTRUCTION 
OF SOCIAL REALITY 


The influence of religion on economic and social 
life originates, in part, from the role religion plays 
as ameans of cultural communication and as a con- 
struction mechanism of social reality. Religion con- 
structs the consciousness and the worldview of the 
members of a society. In other words, it defines 
the worldview and the values, which affect social 
conduct. Therefore, religion is central to our un- 
derstanding of the differences between societies 
in matters of trade and economic activity. 

Another important role of religion, which de- 
rives from its role in constructing the individual 
and collective worldview, is as a unifying system 
of shared values and meaning. The religious insti- 
tutions provide the framework for the socializa- 
tion on the society based on these shared values, 
including with respect to economic activity. 

This influence on adherents’ worldview and 
on the inherent societal paradigms also affects the 
attitude toward trade. Religious values favoring 
trade and accumulation of wealth are spread in 
society through the education system (formal and 
informal), the legal codes, and other direct and 
indirect ways. 

The role of religion in society and in commerce 
could also be explained by its function as a mecha- 
nism for explaining the uncertain and unknown. 
Trade, by definition, is also concerned with the 
ambiguity of the future and with risk and uncer- 
tainty. In this respect, it might not be surprising 
that contacts between trade and religion existed 
throughout history and that the two promoted 
each other in cross-cultural encounters. 


RELIGIOUS VALUES, BUSINESS 
VALUES, AND THE RISE OF 
CAPITALISM 


Religion was affected and shaped by economic 
and political development, and trade (or eco- 
nomic development in general) was influenced 
by religion, both as an inherent part of collective 


Many religious cultures could be interpreted as both advancing trade 
and discouraging it. In the case of the Jesuits—shown here preach- 
ing to Native Americans—they preached the idea of salvation 
through work. (© North Wind Picture Archives) 


behavior and as a set of norms. Adam Smith, Tho- 
mas Robert Malthus, and others have stressed the 
role of religious values in economic growth. 

Religious indoctrination is specifically effec- 
tive in making the work ethic a call and duty of 
believers. This is especially apparent in Protestant- 
ism. Values such as hard work, diligence, mate- 
rial ambition, thrift, and the place and importance 
of such things as property rights and commit- 
ment-to-honor contracts are hailed in their doc- 
trine as contributing to economic development. 
Religion and religious authorities, therefore, play 
a vital role in shaping economic growth. 

Max Weber’s prominent study The Protestant 
Ethic and the Spirit of Capitalism is perhaps the most 
significant contribution to the discussion on the 
impact of religion on economics. The study has 
stimulated much research and debate on its con- 
clusions and explanations. 
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Weber intended to explain why some influ- 
ential phenomena took place in the West (North 
America and western Europe) rather than in other 
places in the world. The economic conditions in 
South America and southern Europe, which were 
(and still are) predominantly Catholic, were con- 
trasted with those of the Protestant countries of 
northern Europe and North America. 

Weber explained the relative development of 
the West with reference to several unique features 
of Western civilization in the modern period, such 
as the specific forms of science, art, education, and 
organizational and political structures (bureau- 
cracy). All these features share a common 
attribute: they are based on the concept of ratio- 
nality. Capitalism, another important force that 
arises in Western civilization, is also based on ra- 
tionalism, according to Weber. This does not im- 
ply that the human passion to accumulate and 
possess is a new or Western phenomenon. How- 
ever, unlike other economic forms, capitalism is 
based on rational ideas of free work, the separa- 
tion of enterprise from the household, and the 
establishment of accounting as the foundation of 
business. 

Weber then sought the roots of rationality, 
which determined the course of economic de- 
velopment of Western civilization. He concluded 
that the rise of rationality depends not only on 
the usage of technique and law but also on the 
ability of people to think rationally and to base 
their way of life on rationality. Since religious 
forces define our worldview and ethics of liv- 
ing, they also determine the development of 
capitalist economic thought. Protestantism, We- 
ber concluded, is the key to the development of 
Western societies. 

Several core dogmas of Protestantism (espe- 
cially Calvinism) contribute to the Weberian 
theory. At the center of Protestant theology is the 
doctrine of the “glory of God,” which means that 
every human action should somehow contribute 
to the glory of God. The way for one to glorify 
God is through one’s “calling,” which could be 
identified as the second pillar of the Protestant 
ethic. Weber viewed this as a foundation of the 
thesis that Protestant theology and ethics lead to 
capitalism. Martin Luther emphasized that each 
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occupation—teacher, farmer, ruler, or soldier— 
should be used to glorify God. Thus, anyone who 
carries out his job faithfully and helps his neigh- 
bor is glorifying God. Carrying out the job faith- 
fully means an ethical stress on the value of hard 
work. Work, along these lines, is not only the best 
prophylactic against a sensual, immoral life but 
also a “calling” to glorify God. 

Another significant principle is that of predes- 
tination. Each person is predestined to become 
either a believer or a nonbeliever. While the be- 
lievers and faithful to God are predestined to 
achieve heavenly salvation, the nonbelievers are 
not predestined to be doomed to hell; it is, rather, 
their choice not to become faithful that destines 
them to be condemned. Lutheran theology 
stresses this particular facet as a comforting, so- 
cializing, and conforming element in its doctrine. 
Calvinism is different in that it holds that people 
cannot evade their destiny. 

The social consequences of the adoption of 
these two elements, combined, could be a strong 
sense of individualism inserted through religious 
values. Since an individual's salvation is inde- 
pendent of his or her social connections, no one 
can change the destiny of another; only the in- 
dividual can change his or her commitment to 
glorify God. Given that the way to glorify God 
is to be engaged in hard work, hard work is the 
only way to promote the possibility of salvation. 
Thus, a life of stern, hard work is the key to sal- 
vation. Spending time on nonessential activities, 
for example, on leisure activities and idle chat- 
ter, is to be avoided. Time should be devoted to 
work, which is glorifying God, and to necessary 
activities (eating and sleeping). Weber called this 
“ascetic Protestantism.” 

Those who adhere to ascetic Protestantism 
perceive the consequences of hard work and 
thrift as economic success. Those who are eco- 
nomically successful are those who have worked 
harder and demonstrated thrift. They thus bring 
more glory to God, fulfill their calling, and con- 
sequently are guaranteed heavenly salvation. 
Those who accumulate wealth should not use it 
for leisure, individual pleasure, or early retire- 
ment from their work (their calling), because 
these actions show contempt for God, rather 


than deifying and venerating Him. Donating 
money to philanthropic causes is also disap- 
proved of more often than not, since the poor, if 
they received charity, might be distracted from 
fulfilling their calling and working to glorify the 
name of God. Since profits cannot be used for 
personal pleasure or for giving up work, the only 
alternative is to invest the profits toward the 
growth of production. This creates an infinite 
cycle of investment and profit, which is consis- 
tent with the logic of capitalism. Hence, this is 
the link between capitalism and Protestantism. 
However, this does not imply that Calvinism was 
a vital element in the growth of capitalism or that 
the two are bonded in every aspect of Protestant 
attitude. 

Similarly, one can point to other obstacles to 
economic development in other religious tradi- 
tions. Hinduism, for instance, with antimateri- 
alist values and a caste system, can be thought 
of as a central element in Indian culture that is 
opposed to economic growth, while Buddhism 
eulogizes the mendicant monk who travels light 
and remains free of economic concerns to en- 
gage in a life of contemplation. The New Testa- 
ment of the Bible itself says, “Blessed are the poor, 
for they shall inherit the earth.” Many in the West 
perceive Islam as an obstacle to free-market eco- 
nomic forces. The fact that classical Islam sees 
no separation between religious and state poli- 
cies adds to this perception. According to 
Weberian theory, Confucianism contributed to 
the low level of economic development in China. 
Since Weber wrote his book, however, some 
other cultural explanations have actually come 
to acknowledge Confucianism as a major con- 
tributing factor in the economic growth of Chi- 
nese communities outside China. 

Weber’s cultural explanations raise several 
conceptual problems. First, it could be that other 
values, not religious ones, had the most impact 
on individual choices regarding business and 
consumption and, as a consequence, on the de- 
velopment of capitalism. Issues such as the need 
to sustain one’s immediate environment (fam- 
ily, kin, tribe, or country) might play a more vi- 
tal role in the formation of capitalism. Religion, 
as also maintained by Weber, only reinforced the 


development of capitalism. 

As with every religion, one could find ele- 
ments in Calvinism that are unsympathetic to- 
ward the accumulation of wealth and toward a 
free-market economy and that could have been 
counterproductive to the development of capi- 
talism. This distrust of wealth and discourage- 
ment of accumulating wealth could be 
demonstrated in several Calvinist teachings. Sub- 
stantial differences between Calvin’s teachings 
and those of his followers were pointed out in 
several post-Weberian studies. Calvin himself was 
antagonistic toward the amassing of capital and 
was wary of economic success. A distinction be- 
tween Calvin and some of his followers and in- 
terpreters, who linked prosperity and heavenly 
election, could therefore be drawn. According to 
these studies, only later Calvinism understood 
economic success as an emblem of righteousness 
and rationalized economic success. 

As demonstrated earlier with the example of 
Confucianism, many religious cultures could be 
interpreted as both advancing trade and discour- 
aging it. First, regarding Catholicism, it has been 
found that many Catholic organizations acted 
in the same manner as the Protestant ones and 
held the same values of salvation through work. 
An example might be the involvement of 
Franciscans and Jesuits in missionary work and 
the position of some of the missionary activities 
on the value of work as Christianizing the “sav- 
ages” in the Americas and Africa and assisting 
in their salvation. 

It could also be said that Islam, as a religion 
of merchants, is particularly attentive to their 
needs. Other religious traditions also have am- 
biguous, contradictory, and sometimes ambiva- 
lent positions toward trade and wealth. While 
parts of the doctrine stress communal and spiri- 
tual values (that might be thought of as contra- 
dictory to economic development), other 
elements in the same religion might stress the 
importance of commerce and of the merchant 
in the world and create favorable conditions for 
trade in the religious values settings. Moreover, 
the same religious dogma is interpreted differ- 
ently in different periods or different regions. 

In the medieval period, some Catholic ports 
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in Italy were the most advanced centers of 
trade; some “Protestant” areas were highly in- 
fluenced by Catholic “values.” In other words, 
Weber’s work also stimulated a lively debate on 
both the role of religion in economics and its 
impact on commerce and economic policies. For 
that reason, several alternative explanations to 
the links between religion and trade should also 
be considered. 


RELIGIONS AND POLITICAL- 
ECONOMIC INSTITUTIONS 


Links between religious institutions and political- 
economic institutions, and the impact religion 
has on individuals’ worldview, values, and ac- 
tions, could be an alternative organizational ex- 
planation to the dynamics between religion and 
trade. Religious institutions sometimes endorse 
a certain economic policy, which they prefer to 
others for various reasons. The endorsement of 
a certain policy could mean, in practice, legiti- 
macy for a certain regime (or regime type) and 
mobilization (through the religious institutions) 
of the believers to support or oppose a variety 
of policies. 

The advent of Protestantism, referred to by 
the Weberian argument, reflects the diminishing 
of institutional control by the Catholic Church. 
The same loss of control, which brought about 
availability of opportunities in the religious 
realm, inspired experimentation in new philoso- 
phy (Enlightenment), new political ideas (politi- 
cal revolutions and civil wars), and new 
economic development (age of discovery and 
imperialist expansionism). Several variables af- 
fected the development of both capitalism and 
Protestantism. The organization of the Protestant 
churches is more compatible with decentralized 
economics and politics, with the expansion of 
trade, and with pluralist forms of organization. 
Moreover, as in the case of Islam, Protestantism 
might have attracted the merchants, who viewed 
the religion as promoting their interests and as 
providing them more opportunities than other 
denominations. 

Some studies describe the “development” of 
religions as correlating with the economic devel- 
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opment of societies. In other words, the explana- 
tion could be found not only in the specific religious 
tradition but also in its place on an imaginary 
“development” scale. Hunter-gatherer societies, 
which are usually not organized in permanent 
settlements, and nomadic societies tend to have 
different religious formations than those of agri- 
cultural and urban societies. 

Islam and Christianity, for example, were 
founded and followed by people engaged in ur- 
ban professions. Both of these religions have 
strong worldviews, firm religious ethics and de- 
sired conduct, and norms of institutional behav- 
ior in reference to political-economic issues. 

Many animistic religions are less concerned 
with the complexities of urban and transcultural 
political economy, since they are connected with 
a localized culture, with its regional settings (i.e., 
prominent geographical features), and with less 
complex structures of government and trade. Ju- 
daism, which is a dynamic religion that has de- 
veloped its social and ethic structure over time, 
evolved from a religion of nomadic shepherds, 
who traded mainly in livestock, to one of urban 
dwellers. During the same period, currency 
replaced barter exchange, trades became profes- 
sionalized and specialized, and (almost) every- 
thing became a commodity. 

Asa side effect of this complexity, tradesmen 
are also favored members of religious organiza- 
tions. Any religious group, principally as it be- 
gins to organize, institutionalize, and become 
more complex, needs resources in order to func- 
tion. This is when the involvement of the group 
in economic affairs begins, whether or not that is 
its original motive. The need for funds might be 
satisfied when the church obtains a tithe from 
its devotees. The organization is then reliant on 
the more well-to-do members for the majority of 
the contributions. When a member becomes 
richer, he is not stigmatized, but praised for the 
product of his work. Those businessmen who do- 
nate money are essential for the support of the 
religion, as the Buddhist example demonstrates. 

Most religions founded in the modern era, 
such as the Baha’i Faith, consider slave trade (and 
other sorts of trade, such as the trade in arms, 
prostitution, or drugs) illicit. Religions that devel- 


oped in societies where slaves were part of the 
social structure regarded slave trade as legitimate 
until a change in norms occurred. Nowadays, 
slave trade is banned by most mass religious 
movements. 

Different economic and political theories have 
had different ideas about the matter and about 
connections that should exist between religion 
and trade. Without the separation of church and 
state, interests of the religious institutions are usu- 
ally united with those of the state, and these in- 
terests and ethics are incorporated in the business 
world. In classical Islam, for example, there was 
no distinction between religious and political au- 
thority. However, because the interests of Caesar, 
the secular regime, and God, the spiritual author- 
ity, were different, tensions between the two in- 
stitutions on questions of desired economic 
policies, trade conduct, and financial institutions 
emerged. 

These tensions intensify in regimes that are 
perceived by the religious authorities as hostile 
or anticlerical. The religious authorities might in- 
stitute alternative organizations that challenge the 
political authority and aim to undermine its in- 
fluence and legitimacy. 

In communist countries, the church and the 
regimes are antagonistic and the economy is sup- 
posed to be controlled by the state. However, 
since the church provides an alternate source of 
authority in many communist countries, the au- 
thority of the regime, also over the economy, is 
undermined. The most significant example of the 
power of religious institutions is Poland, where 
the Catholic Church was the main alternative to 
the regime and played a central part in under- 
mining the totalitarian regime and in support- 
ing an independent trade union, Solidarnosc 
(Solidarity). In other communist countries, the 
church was less significant, but also played a part 
in democratization and transformation to a mar- 
ket economy. 

Marxism, as a social and political interpre- 
tation of the world, rejects religion as a concep- 
tual element, even in its post-Enlightenment, 
separated-from-the-state, form. Karl Marx said re- 
ligion is the opiate of the masses. However, his 
analysis of the relationship between religion and 


political economy does not incorporate that fa- 
mous metaphor. According to Marx, religion is a 
mechanism produced by society and the state to 
divert the attention of those oppressed by the sys- 
tem from their miseries, “Religious suffering is at 
one and the same time the expression of real suf- 
fering and a protest against real suffering. Reli- 
gion is the sigh of the oppressed creature, the 
heart of a heartless world and the soul of soulless 
conditions.” 

Religion, in Marxist theory, provides logic 
about the world around us and makes sense of 
the injustice and domination. Indeed, many re- 
ligious traditions attempt to explain societal sys- 
tems, which are neither equal nor “just” in the 
Marxist view. Classical Hinduism, for example, 
explained the nonegalitarian caste system as part 
of a holistic worldview. Some Protestant groups 
explained poverty as a heavenly “punishment,” 
while during some periods Catholicism ex- 
plained the same phenomenon as leading to 
divine grace. 

Many religious systems provide justification, 
and encouragement, for the accumulation of 
wealth and for trade. Therefore, religion is a “false” 
system of meaning. It provides the believer with 
a false consciousness and with the false hope of 
salvation that turns the perception of oppression 
upside down. The believer, therefore, either has 
not “found himself” yet or has “already lost him- 
self again.” The fight against religion is the 
struggle against the inversion of the conscious- 
ness to achieve “real” happiness, not one that is 
derived from the illusions of religion. 

At the organizational level, religion and trade 
were also sometimes unified in their interests. Re- 
ligion and trade were forces that brought about 
intercultural communication between Asian and 
Western (European) people. The mission of the 
imperialists, for example, bound religion (or the 
mission to convert the “savages”) with trade (or 
the need to exploit those same savages to yield 
profit). 

Correspondingly, it has also been found that 
increased involvement of religious authorities in 
politics can hinder economic development. As 
mentioned before, several studies have been con- 
ducted on the way in which different religious 
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traditions affect economic performance and atti- 
tude in a society. 

For example, a negative correlation has been 
found between the level of church attendance and 
economic growth. Yet, it has been found in other 
cases that progress in trade and industry acts posi- 
tively in response to some religious traditions. 
Specifically this could mean that the greater the 
power of the religious institutions (if attendance 
depends on this power), the lower the chance of 
a high rate of economic growth. 

The link between religion and political 
economy is also significant in religion’s support 
for preserving the current social order. Religion 
serves as the basis of conservative politics, which 
represents a preference for the existing order of 
society and an opposition to all efforts to bring 
about essential or fundamental changes. Accord- 
ing to some economic theories, the existing 
economy and its related inequalities are well jus- 
tified. Religion and the religious leadership give 
legitimacy to the existing social order, in which 
some are more fortunate than others in the ac- 
cumulation of wealth, some have higher status 
by merit of birth (aristocracy), and some inherit 
the fortunes of their parents. 

This support for stability rather than change, 
for conservatism rather than reform, also affects 
religion's attitude toward trade. Tradesmen fear 
that reform might label their commerce illicit and 
create political instabilities that would cause rapid 
change of trade partners. However, this support 
of the religious institutions for conservative eco- 
nomics, although usually favorable for the mer- 
chants, could also hinder tradesmen’s causes, for 
example, if state control over some potentially 
profitable market were removed or new markets 
opened up. 

This attitude of religious institutions, in con- 
junction with the fact that most religious doc- 
trines are ambivalent on the question of the 
accumulation of wealth, was a major contribut- 
ing element to the creation of religious sects. Dis- 
satisfaction with the “pragmatic” attitude of 
religious institutions encourages the creation of 
sects. Many studies find that most followers of 
sects and new religious groups were those who 
were not successful in accumulating wealth and 
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who were looking for an alternate system, one 
that upheld “true riches,” which would be 
achieved at salvation and not prioritized accord- 
ing to the “corrupt” accumulation of wealth in 
this world. The followers who came from the un- 
derprivileged and alienated strata were likely to 
identify those things they were deprived of as 
evil or, at the very least, as insignificant and dis- 
agreeable. The rejection of those unfavorable 
earthly values and commodities would bring 
about “true” salvation, in the form of the second 
coming of a messiah and a better life in paradise 
(this is especially evident in some sects of Hin- 
duism, which attracted the poor and underprivi- 
leged, promising them a better life in the 
hereafter). It should be mentioned, however, that 
recent studies find that many of those who join 
new religious groups belong to the middle 
classes, rather than the lower classes, and are not 
necessarily those who are economically or cul- 
turally marginalized. 


RELIGION AS A REGULATOR 
OF TRADE 


The links between religious institutions and re- 
gimes have influenced the regulations regarding 
trade and the attitude of different polities toward 
trade and commerce. Religions reflect the politi- 
cal economy of their society also in relation to 
trade norms, which change over time. These in- 
teractions and dynamics between religion and 
trade also show that trade and religious policies 
influenced each other. 

Each religion mentioned so far has established 
a set of norms regarding trade. These might rep- 
resent societal attempts either to establish moral 
divisions between moneymaking and religious 
piousness or to reconcile them. In most religions, 
for example, there are some goods or trades that 
are banned. These might include trade in human 
beings (slavery), in prostitution, in drugs and al- 
cohol, in types of food (such as nonkosher com- 
modities in Orthodox Judaism), and in weapons. 
Some religions and traditions also limit trade at 
specific times (e.g., the Jewish prohibition on work 
and trade on Saturdays) or for specific individu- 
als. The treatment of commodities, especially 


slaves and livestock, is also regulated by religious 
codes. The abuse, mistreatment, or over- 
employment of slaves (and livestock) is outlawed 
in the biblical codes. 

Several trades or economic methods are also 
outlawed in religious codes. In medieval Chris- 
tianity and Islam, for example, usury (the lend- 
ing of money at inordinately high rates of interest) 
was forbidden. Thus, trades such as money- 
lending became identified with the religious mi- 
norities in Muslim and Christian countries, 
namely, the Jews. Modern Islam developed the 
concept of Islamic banks, whose arrangements do 
not contravene the ban on usury, yet allow mod- 
ern banking to proceed. Similarly, Catholicism 
and Protestantism found ways to allow banking 
without usury. 

The issue of usury could be essential to the 
encouragement of investments. The issue of in- 
vestor protection is treated differently by vari- 
ous religious codes, and it influences the systems 
of protection and encouragement available to 
investors. In a Weberian attitude, it could be 
claimed that Catholic and Protestant countries 
have developed different mechanisms to deal 
with debt and lending. While the creditor is 
more protected in the Protestant system, the 
investor might find a better climate in the Catho- 
lic system. 


INDIVIDUAL RELIGIOSITY 
AND TRADE IN THE 
MODERN PERIOD 


The diminishing power of religious institutions 
in the modern period, as influenced by the En- 
lightenment and the separation of church and 
state in many Western countries, created the per- 
ception that with secularization the influence of 
religion over trade and its links with trade have 
also weakened. However, the impact of religion 
on the individual is less affected by the decreas- 
ing power of institutionalized religion. Trade, 
which is conducted by individuals but subjected 
to institutional regulations, continues to be af- 
fected by religion. First, at the normative level, 
religion still affects the worldview and values of 
the individuals who engage in commerce. Indi- 


vidual religiosity also affects a person’s position 
regarding current economic trends, such as lib- 
eralization and globalization, which are widely 
opposed by religious groups. Individual religi- 
osity still expresses itself in the commercial ac- 
tivity of religious organizations. Some of these 
organizations have adopted modern marketing 
techniques such as using modern and global me- 
dia and modern consumerist methods to attract 
new believers to their religions. 

Another way in which religion and econom- 
ics are tied are the linkages between religious 
activity and trade in religious objects, especially 
during pilgrimages and religious festivals. The 
trade in Christmas paraphernalia reaches to tril- 
lions of dollars each year. In the United States 
alone, each adult spends close to $1,200 each 
year (on average) on holiday-related shopping. 
Similarly, the number of sheep sold to Saudi 
Arabia in each hajj month constitutes an impor- 
tant portion of sheep consumption in the Mus- 
lim world. 

Other profits include travel expenses for pil- 
grimages, specialized food (e.g., kosher food 
and especially wine and matzo for the Jewish 
holiday of Passover, when as much as 40 per- 
cent of annual kosher food sales take place), 
icons, amulets, sacrifices, books, and many 
other items of commerce that are linked to tra- 
ditions and religions. 

Individual religiosity and commerce are 
also connected in the regulations that many 
modern states impose on the relationship be- 
tween the business world and religious activ- 
ity. Most human rights and national revolutions 
of the nineteenth and twentieth centuries ad- 
vanced a prohibition on discrimination on the 
basis of individual religiosity. Religious orga- 
nizations are also regulated by the state. In the 
United States, as well as many other countries, 
religious activities are not supposed to yield 
profits, and churches are considered nonprofit 
organizations. 


Tamar Gablinger 


See also: Buddhism; Christianity; Hinduism; Islam; 
Judaism. 
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RENAISSANCE 


Although generally used as a term for a Euro- 
pean cultural style, it also refers to the era in 
European history beginning after the Black 
Death (1347-1351) and ending late in the six- 
teenth or early in the seventeenth century. 


The Renaissance is noted for a number of impor- 
tant trends and events that ushered in the mod- 
ern world trade system. The early transition from 
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Best known for its prodigious artistic output, the Renaissance also witnessed the rise of Europe’s modern banking and trading systems. 
Shown in this fourteenth-century fresco are merchants’ shops in Siena, Italy. (The Art Archive/Palazzo Pubblico Siena/Dagli Orti) 


the later middle ages found Europe depopulated 
as a result of famine and the Black Death, which 
recurred throughout the Renaissance era. Recov- 
ery was slow, but demand by the survivors for 
food, cloth, spices, and other luxury items that 
were not locally produced grew as disposable in- 
come tended to rise. Despite inflation, material 
conditions improved for many, especially in the 
cities, and the wealthy demanded and were able 
to procure a wider range of goods that enriched 
their lives. 

Merchants traveled across the roads of Eu- 
rope, carrying goods from one region to another, 
from the Mediterranean basin northward, and 
from the Baltic and North Sea area south. Urban 
entrepots replaced the great fairs of the Middle 
Ages, and merchants often settled down while 


their agents or factors conducted business in far 
away centers. The later Middle Ages saw the de- 
velopment of new types of business organizations 
and financial instruments, and the merchants of 
the Renaissance put these to work with a ven- 
geance. Increasing secularism, especially in Italy, 
created ever-bolder entrepreneurs who ignored 
religious restrictions on certain practices such as 
profit taking and usury (the lending of money). 


EXPANSION 


Because the Muslim Levant supplied Europe with 
goods shipped from Asia and the Indian Ocean 
basin, Europeans had no reason to visit these 
markets directly. Turkish aggression in the east- 
ern Mediterranean and a new Iberian spirit fu- 


eled by the Reconquista, however, directed Portu- 
guese and later Castilian efforts into the Atlantic 
and southward. The capture of Ceuta (1415) in 
North Africa opened the door to Portuguese navi- 
gation down the West African coast. Explorers 
reached Bojador by 1434 and established trading 
centers at Arguim (1448) and Elmina (1482). Ini- 
tial raiding evolved into trading, and soon slaves, 
gold, ivory, and pepper were flowing into Lisbon. 
The Treaty of Alcécgavas (1479) gave Portugal a 
near monopoly on West African coastal trade. 
Trade in the African interior continued unaffected, 
with Muslim—largely Arab—merchants main- 
taining a flow of the same merchandise north and 
eastward. When Bartolomeu Dias rounded the 
Cape of Good Hope (1487) and Vasco da Gama 
made his way around Africa to India (1497), the 
Mediterranean began its long decline as the link 
between Europe and the East. The Portuguese 
soon carved out trading stations at Socotra and 
Goa and tapped into long-standing systems of 
trade among the Chinese, Indians, and Arabs. The 
Turkish conquest of Egypt in 1517 gave them full 
control of the Levant ports, enhancing the new 
Portuguese position. In 1520, Portuguese mer- 
chants established themselves in Macao to facili- 
tate trade with China. 

As of 1499 Portugal had established Antwerp 
as its European entrepdt for Far Eastern trade. 
Three years earlier, Henry VII of England had ar- 
ranged to make Antwerp the English continental 
staple town, through which English cloth would 
flow into Europe. The Hanseatic League of the 
Baltic and North Seas was beginning to crumble, 
and Dutch bottoms increasingly carried west and 
southward the area’s traditional exports of grain, 
hides, leather, naval stores, timber, and wood 
products. The Northerners expected payment in 
specie when cargoes of salt, spices, fruits, wine, 
and cloth proved too little to balance trade: in 
general, they imported goods worth only half of 
the value of what they sold. In 1531, Antwerp 
established its Bourse, a fine central market struc- 
ture within which exchanges among a thousand 
merchants a day took place. The seeds for Dutch 
ascendancy were being sown. 

Ships from the Netherlands began to compete 
with the Portuguese in the Indian Ocean after 
Spain, angry with its increasingly Calvinistic 
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Dutch subjects, closed Iberian ports to its ships. 
Northern Dutch Protestants declared their inde- 
pendence with the Union of Utrecht (1579). Com- 
petition turned into armed conflict at sea as on 
land, and the Dutch slowly carved out their own 
empire abroad. The Dutch East India Company, 
founded in 1602, was as mucha military as acom- 
mercial venture. England remained on the pe- 
riphery as the Renaissance waned. The Protestant 
position of the Dutch alienated them from Spain 
and France, and so they sought markets in the 
Baltic region and Russia, to little profit. Ironically, 
perhaps, they were able to trade in the Mediter- 
ranean, especially through Italian ports like 
Livorno. Their tin found ready buyers, and they 
returned with spices and, soon to become so im- 
portant, Egyptian cotton. Though Englishmen es- 
tablished an East India company in 1600, they 
were unable to compete successfully with the 
aggressive Dutch, and accomplished little. Sus- 
tained contact with India, as with North America 
and the Caribbean, lay in the future. 

Meanwhile, Spain had laid claim to most of 
the newly “discovered” Western Hemisphere and 
began exploiting its resources. Like Portugal, 
which had established the Casa da India in Lisbon 
to organize, control, and tax imports from the East, 
Spain created the Casa da Contraccion in Seville 
in 1503. In both countries, the respective crowns 
expected to receive a large share of the commer- 
cial value of the cargoes carried in under their 
flags. Portugal taxed at rates as high as 60 percent 
and had imported merchandise sold by govern- 
ment agents. The Spanish royal government ex- 
pected 20 percent of all that its colonies in the New 
World produced. These arrangements reflected 
the governments’ evolving understanding of their 
roles in facilitating and protecting merchants and 
colonies. 

In Spanish America, the greatest transferred 
wealth came from the silver mines at Potosi (in 
modern-day Bolivia) and in Mexico. Although the 
long-term benefits to Europe of new foods and 
other elements of the Columbian exchange would 
be far greater, the immediate impact of American 
silver was huge. It was in great demand in the Far 
East, and Spain sent it eastward with the Portu- 
guese, who had received it in exchange for Afri- 
can slaves to work the Spanish plantations, and 
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westward from Mexico to Manila in the Philip- 
pines, linked in 1565 following Ferdinand 
Magellan’s claiming of the archipelago for Spain. 
Here, Europeans traded American specie—ex- 
tracted at a huge cost of human suffering—for Far 
Eastern luxuries. The value of American treasure 
ships returning to Spain far exceeded that of all 
other American imports: 19:1 in 1594. This had two 
deleterious effects on Spain. First, it made Span- 
ish ships the targets of all of Spain’s several en- 
emies, especially the Dutch and English. Second, 
it introduced a period of severe inflation that 
strangled Spain’s economy. 


COMMERCIAL LIFE 


The Renaissance era witnessed tremendous 
changes in every facet of European commercial 
life. Nation-states emerged as major players 
whose general stability encouraged trust in cur- 
rencies and security for persons and property. The 
Venetian Republic organized its maritime trade, 
and the crowns of Portugal and Spain provided 
licenses, privileges, ships, and facilities to its pio- 
neer long-distance explorers and traders. A share 
in the profits was expected, and European govern- 
ments increasingly intervened in their national 
economies, first flirting with, then embracing, 
mercantilism, with its zero-sum economic theory 
insisting on as much self-sufficiency as possible. 
Exploiting colonies for the good of the mother 
country was the only way to justify the military 
expenditures to protect them. 

Ships became increasingly specialized as gal- 
leys began to give way to ships with multiple 
masts, each with multiple sails, of both the square 
and lateen types. The fourteenth and fifteenth 
centuries had seen the development of cannon 
and firearms, and the new merchant ships of the 
sixteenth century became floating gun platforms 
that could outfight Asian and African rivals and 
defend themselves against European pirates and 
privateers. Armed Europeans cowed African, 
American, and Oceanian natives alike, making no 
doubt for favorable terms of trade. 

Europeans also fought each other. The Renais- 
sance period began during the height of the Hun- 
dred Years’ War between England and France. 
Italian city-states fought over port towns and trade 


routes until France turned the peninsula into a cock- 
pit as it sought control over Naples and Milan—as 
Spain and the empire fought to stop them. As Chris- 
tianity became splintered during the Reformation, 
Frenchmen fought Frenchmen, and Germans 
fought Germans, the Spanish, the Dutch, and the 
English. Meanwhile, the Muscovites created an em- 
pire in Russia and the Turks rolled through the 
Balkans at the Hapsburgs’ expense. 

Technical advances in navigation, mapping, 
and charting made sustained long-distance trade 
possible, which led to the regular shipments of 
West Africans to the Spanish and Portuguese colo- 
nies—and later the French and English colonies in 
the Americas. The enslavement of Africans had 
long been practiced locally among the natives 
themselves. Under Muslim Arab direction, slaves 
were forced to traverse the jungles eastward to the 
Indian Ocean or the Sahara northward to the Medi- 
terranean. The transatlantic voyage undergone by 
so many millions was terrifying and ended only 
with the grim life of plantation work in a new world 
of strange flora, fauna, and diseases. 

The Renaissance era witnessed globalization 
as all the major trade regions were linked by Eu- 
ropeans. Seaborne empires emerged from net- 
works of trade stations and colonies. Mercantilism 
and capitalism jostled one another, as entrepre- 
neurs and government officials vied for control 
of new sources of wealth and power. The dynamic 
that was generated at this time would lead to Eu- 
ropean hegemony over much of the globe. 


Joseph P. Byrne 


See also: British Empire; Exploration and Trade; Hanseatic 
League; Mercantilism; Netherlands; Portugal; Slavery; Span- 
ish Empire. 


BIBLIOGRAPHY 

Goldthwaite, Richard A. Banks, Palaces and Entrepreneurs in 
Renaissance Florence. London: Variorum, 1995. 

Jardine, Lisa. Worldly Goods: A New History of the Renaissance. 
New York: Norton, 1998. 

McCusker, John J., and Kenneth Morgan, eds. The Early Mod- 
ern Atlantic Economy. New York: Cambridge University 
Press, 2001. 

Solow, Barbara L. Slavery and the Rise of the Atlantic System. 
New York: Cambridge University Press, 1994. 

Tracy, James D., ed. The Political Economy of Merchant Empires: 
State Power and World Trade, 1350-1750. New York: Cam- 
bridge University Press, 1991. 


REVOLUTIONS 


Dramatic alterations in government or social 
structures; paradigm shifts in knowledge or 
science. 


Western philosophy is punctuated by allusions to 
revolution. In The Politics, Aristotle used the term 
“revolution” (or, more precisely, the Greek word 
metabole, the root of the English word “metabo- 
lism”) to denote a cyclical, but not necessarily vio- 
lent, change in the form of government (e.g., from 
oligarchy to democracy). Nevertheless, it was not 
until the Renaissance (the fourteenth and fifteenth 
centuries)—a period that witnessed the revival of 
Greek and Roman classicism in the context of the 
new philosophy of humanism—that the term 
“revolution” acquired its modern meaning (i.e., the 
violent overturning of the existing regime or the 
dramatic overthrow of the order of things). 
Published anonymously in the aftermath of 
the Glorious Revolution, John Locke’s Second Trea- 
tise of Government (1689) affirmed the right of the 
people both to depose tyranny and to create a 
new legislature—an idea that would inspire 
American revolutionaries less than a century later. 
Similarly, written on the eve of the French Revo- 
lution, Immanuel Kant’s “What Is Enlightenment” 
(1784) celebrated not only philosophy’s discov- 
ery of the present, but also humanity’s impending 
escape from immaturity through the autonomous 
—literally, “self-legislating”—use of reason. Fi- 
nally, written around the time of the European 
Revolutions of 1848, Karl Marx and Friedrich 
Engels’s Communist Manifesto (1849) exclaimed, 
“The Communists disdain to conceal their views 
and aims. They openly declare that their ends can 
only be attained by the forcible overthrow of all 
existing social conditions. Let the ruling classes 
tremble at the communist revolution.” Having 
gained intensity from the philosophes to the 
Kantians and the Young Hegelians, the call for 
social revolution reached a fever pitch with 
Marxism’s arrival on the historical stage. 


SOCIAL REVOLUTIONS 


In considering the phenomenon of social revo- 
lution, we would do well to begin with Marx’s 
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dictum, “Humans make their own history, but 
not under conditions of their own choosing.” 
In reflecting on the two exemplary social revo- 
lutions in the modern period—the French and 
the Russian—Arno Mayer advances an incisive 
but troubling thesis, “There is no revolution 
without violence and terror; without civil and 
foreign war; without iconoclasm and religious 
conflict; and without collision between city and 
country. The furies of revolution are fueled pri- 
marily by the inevitable and unexceptional re- 
sistance of the forces and ideas opposed to it, at 
home and abroad.” Thus, as Mayer suggests, 
foreign intervention radicalized the French and 
Russian Revolutions, culminating in more fre- 
quent use of terror. 

Though armed with ideology (Jacobin in one 
case, Bolshevik in the other), the French and Rus- 
sian revolutionaries were ill prepared for the pan- 
demonium that followed their accession to power. 
Brushing up against the “limits of the possible” 
(to borrow Fernand Braudel’s expression) in the 
form of internal opposition and external pressure, 
the French and Russian revolutionaries confronted 
a fool’s choice between abandoning the revolu- 
tion in the name of moral purity or using authori- 
tarian methods to consolidate power. It would be 
pointless, therefore, to blame the French terror on 
Enlightenment thought, to fault Marxism for the 
Russian terror, or to trace a straight line from the 
philosophes to the Gulag Archipelago (as such dis- 
parate figures as Alexander Solzhenitsyn, Jean- 
Francois Lyotard, and Francois Furet have done). 
Instead, the blame must be placed squarely on the 
shoulders of the historical actors (with the proviso 
that revolutions invariably produce unintended 
consequences and unanticipated outcomes). How 
else can we account for the emergence of 
Napoléon Bonaparte as the heir to the French 
Revolution or Joseph Stalin as the heir to the Rus- 
sian Revolution? 


FRENCH REVOLUTION 
(1789-1799) 


Was the French Revolution the paradigmatic 
“bourgeois revolution’? The traditional explana- 
tion of the French Revolution rests on three 
propositions: (1) the revolution was directed 
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The widespread European revolutions of 1848, including the burning of the royal carriages at the Chateau d’Eu, France, helped bring down 
or transform many monarchies across the continent. (Library of Congress) 


against the aristocracy; (2) it constituted a “phase” 
in the transition from feudalism to capitalism; and 
(3) it inaugurated the rule of the bourgeoisie. 
However, research undertaken in the last thirty 
years has undermined this tidy interpretation. 
Immanuel Wallerstein and other world-systems 
analysts argue that France was not a feudal soci- 
ety at the time of the revolution (not least because 
capitalism had been operational for almost 300 
years); that the bourgeoisie was no longer distinct 
from the aristocracy; and that the popular classes 
(including large segments of the peasantry) con- 
tributed mightily to the revolution. 

Lasting more than a decade, the French Revo- 
lution followed a sinuous course. It may prove 
worthwhile, however, to stress the events of 1789. 
These events are commemorated as France’s rup- 
ture with its feudal past. Four factors conspired 
to create a revolutionary situation: first, the in- 
creasing prosperity of wealthy commoners (e.g., 
professionals, manufacturers, and merchants); 
second, the peasantry’s growing dissatisfaction 


with the vestiges of the feudal order; third, the 
government's bankruptcy—a consequence of its 
support for the colonies in the American Revolu- 
tion; and fourth, pervasive crop failures in 1788, 
culminating in food shortages. 

On May 5, 1789, the Estates-General, which 
represented the clergy, the nobility, and the com- 
moners, convened in Versailles. Owing to a dis- 
pute within the Estates-General over the question 
of representation—the First and Second Estates 
wished to maintain their privileged positions vis- 
a-vis the Third—the Third Estate, which repre- 
sented the vast majority of the population, 
declared itself the National Assembly. On June 
20, the nascent National Assembly stormed the 
king’s indoor tennis court (the Jeu de Paume) and 
vowed not to leave until France had a new con- 
stitution. In response to the Tennis Court Oath, 
the king implemented a contradictory policy. On 
the one hand, he encouraged the clergy and the 
nobles to join the renamed National Constituent 
Assembly. On the other hand, he gathered troops 


with a view to eventually dissolving the legisla- 
tive body. 

While the king attempted to buy himself time, 
rumors of an aristocratic conspiracy to overthrow 
the Third Estate spread throughout the country- 
side. The Great Fear served only to heighten the 
crisis created by the food shortages. Finally, on 
July 14, 1789, a large crowd seized the Bastille 
prison in Paris, a prominent symbol of royal des- 
potism, forcing the king to capitulate. In response 
to peasant revolts throughout the countryside, the 
National Constituent Assembly decreed the abo- 
lition of feudal privileges (including the tithe) on 
August 4. With a view to sealing the fate of the 
old order, the National Constituent Assembly 
unveiled the Declaration of the Rights of Man and 
of the Citizen, which codified the precepts of lib- 
erty, equality, and fraternity, while asserting the 
inviolability of property and the right to resist 
oppression. Notwithstanding the eventual be- 
trayal of these Enlightenment precepts, first un- 
der the Great Terror and later under Napoléon’s 
regime, the French Revolution altered the politi- 
cal landscape of the world. 


RUSSIAN REVOLUTION 
(1917-1921) 


Was the Russian Revolution the paradigmatic “pro- 
letarian revolution”? In actuality, there were two 
Russian Revolutions in 1917: the February Revo- 
lution, which overthrew the tsarist regime, bring- 
ing the provisional government to power; and the 
October Revolution, which toppled the provisional 
government, bringing the Bolsheviks to power. 
In the aftermath of the failed Revolution of 1905, 
tsarist repression, corruption, and inefficiency had 
reached epic proportions. However, it was Russia’s 
disastrous experience in World War I (with heavy 
losses on the front and food shortages in the major 
cities) that prepared the ground for the revolution. 
On February 24, food riots broke out in Petrograd 
(called St. Petersburg before 1914 and since 1991, 
and Leningrad from 1924 to 1991). Owing to the 
Petrograd Garrison’s participation in the rebellion, 
Tsar Nicholas II had little choice but to abdicate the 
throne on March 15. Challenged from the outset 
by the powerful Petrograd Soviet of Workers’ and 
Soldiers’ Deputies, the provisional government 
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struggled to cope with growing unrest among the 
proletariat, peasant land seizures, national indepen- 
dence movements in the non-Russian regions, and 
the hopelessness of the troops. 

Soon after arriving in Petrograd, Vladimir Lenin 
delivered his monumental “April Theses,” demand- 
ing the transfer of power to the soviets, the with- 
drawal of Russian troops from the imperialist war 
(in keeping with the principle of “revolutionary de- 
featism”), and the nationalization of all land. As 
Georges Haupt notes, in hoisting the banner of 
“Peace, Land, and Bread,” Lenin’s “strategy was to 
hold together three forces—the working-class 
movement, the agrarian movement, and the na- 
tionalities movement—under the hegemony of the 
Bolshevik Party.” Lenin hoped not only to consoli- 
date the revolution in Russia, but also to maximize 
Bolshevism’s appeal to the disenfranchised of the 
world. To do so, he needed to appeal not only to 
the proletariat (a minority of the population), but 
also to the peasantry and nationalities. 

In July, the socialist revolutionary Alexander 
Kerensky became the leader of the provisional 
government. He was soon forced to quash a re- 
bellion led by General Lavr Kornilov, the com- 
mander in chief of the army. Throughout the 
months of August, September, and October, the 
provisional government's power waned. Finally, 
on November 7 and 8, the Bolsheviks and Left 
Socialist Revolutionaries executed a low-intensity 
coup d'état, seizing the Winter Palace, government 
buildings, telegraph outposts, and other strategic 
locations. Concurrent with the coup d’état, the 
Bolsheviks convened the Second All-Russian Con- 
gress of Soviets in Petrograd to form a new gov- 
ernment. It remained for the Bolsheviks to save 
the revolution not only by prosecuting a civil war 
against the Whites (i.e., the remnants of the an- 
cien régime favoring a restoration of autocracy) 
and Greens (i.e., the peasant revolutionaries fa- 
voring agrarian socialism), but also by contend- 
ing with foreign military intervention. 

As Susan Buck-Morss notes, the Allied inter- 
vention in the Russian civil war constituted “an 
offensive measure that inscribed Bolshevism sym- 
bolically onto a geopolitical terrain, set off by ter- 
ritorial boundaries in an attempt to contain an 
idea—socialism—that had no respect for such 
boundaries.” Phrased differently, in attempting 
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to stem the spread of Bolshevism through the 
imposition of a cordon sanitaire, the Allies hoped 
to circumscribe the nascent Soviet Republic. On 
the one hand, the Allies forced the Soviet Repub- 
lic to function as a territorial state. On the other 
hand, they excluded the new regime from the 
community of states. This set the stage for the 
Cold War. 


REVOLUTIONS IN KNOWLEDGE 
AND SCIENCE 


Falling outside the realm of politics, yet intimately 
connected to social movements and political 
events, two revolutions in knowledge and science 
have been particularly important to global com- 
merce: the Industrial Revolution, which contrib- 
uted to the British-led “free-trade imperialist” 
system (characterized by the self-regulating 
market, the gold standard, the liberal state, and 
balance-of-power diplomacy), and the Keynesian 
Revolution, which contributed to the U.S.-led 
“protectionist anti-imperialist” system (character- 
ized by the regulated market, the Bretton Woods 
regime, the welfare state, and U.S.-Soviet bi- 
polarity). The Industrial Revolution unfolded 
amid the splendor and terror of the French Revo- 
lution (a scene captured in Charles Dickens’s cel- 
ebrated novel A Tale of Two Cities [1859]). For its 
part, the Keynesian Revolution responded not 
only to the growth of the international working- 
class movement (as evidenced in the wave of 
revolutions in eastern and central Europe and 
labor unrest across the West), but also to the Great 
Depression and World War II. 


INDUSTRIAL REVOLUTION 
(1780s-1840s) 


Although western Europe and North America 
had achieved considerable industrialization (es- 
pecially in the corridor stretching from England 
to eastern France, Belgium and Holland, western 
Germany, and northern Italy and the corridor 
stretching from New England and the middle 
Atlantic states to the Great Lakes region), it was 
only with the publication of Arnold Toynbee’s 
Lectures in 1884 that the term “Industrial Revolu- 
tion” gained currency. 


Since the late nineteenth century, most histo- 
rians and sociologists have defined Great Britain 
as the “classic case” of industrialization. Consid- 
ered the “workshop of the world,” Great Britain 
was widely believed to have attained an advan- 
tageous position vis-a-vis its major competitors— 
France, the Low Countries, and northern Italy—as 
a result of three factors: the execution of the En- 
closure Acts, which transformed peasants into 
proletarians (leading to the growth of cities); the 
expansion of the factory system, which reconsti- 
tuted the division of labor; and the invention of 
new machinery (e.g., the steam engine and the 
spinning jenny), the improvement of old machin- 
ery (e.g., the waterwheel and the windmill), and 
the extraction of new raw materials (e.g., coaland 
iron ore). According to the traditional narrative, 
the Industrial Revolution commenced with the 
“take-off” in the 1780s and culminated in the con- 
struction of the railways in the 1840s. Having sur- 
passed the rest of the world in industrial capacity, 
overseas trade, and naval might, Great Britain 
emerged as the hegemonic power. It occupied this 
position from the final defeat of Napoléon in 1815 
to the eve of World War I in 1914. 

In the wake of interventions by members of 
the Annales school (especially Braudel’s three-vol- 
ume treatise Civilization and Capitalism, 15th-18th 
Century [1992]) and practitioners of world-systems 
analysis (especially Wallerstein’s three-volume 
treatise The Modern World System [1989]), many 
historians and sociologists have come to reject the 
concept of the “Industrial Revolution” altogether 
(e.g., by demonstrating not only that industrial- 
ization unfolded over a much longer historical 
period, but also that the process was equally pro- 
nounced on the Continent and in England). Thus, 
in demonstrating that industrialization was not 
achieved once and for all, these researchers have 
preferred to examine the uneven industrializa- 
tion of the capitalist world-economy over the span 
of several centuries. 

Nevertheless, the problem of industrialization 
remains an object of study (not the least because 
industrialization is common to “bourgeois,” so- 
cialist, and developmental states). Under the 
policy of Socialism in One Country (1930s), which 
witnessed the implementation of two five-year 
plans, the Soviet Union underwent rapid indus- 


trialization (though at unconscionable human 
cost). Similarly, during the Keynesian Consensus 
(1945-1970s), many newly independent nations 
in the Third World initiated industrialization 
(though with varying degrees of success). Finally, 
in the current phase of capitalist history (routinely 
called “globalization” in the mass media), the lo- 
cus of industrial production has shifted from the 
core to the periphery. The policies of the Interna- 
tional Monetary Fund, the World Bank, the North 
American Free Trade Agreement, and the World 
Trade Organization—not to mention the emer- 
gence of China as an industrial powerhouse— 
have contributed to this process. 


KEYNESIAN REVOLUTION 
(1930s-1940s) 


The decline of Keynesianism and related forms 
of economic interventionism (e.g., Third World 
developmentalism) and the rise of neoliberalism 
have prompted widespread reflection among eco- 
nomic historians on the nature and scope of 
Keynes's contribution to the theory and practice 
of growth-oriented economics. Did Keynes's Gen- 
eral Theory of Employment, Money and Interest (1936), 
published amid the greatest crisis in the history 
of capitalism, have a decisive influence not only 
on economic theory, but also on government 
policy? Was there a Keynesian Revolution? If so, 
might it be considered a scientific revolution (even 
though the discipline of economics falls outside 
the domain of natural science)? 

Arguably, the seeds of the Keynesian Revolu- 
tion were sewn in the aftermath of World War I. 
In Keynes's view, the Allies (France, Great Brit- 
ain, Italy, and the United States) had erred in im- 
posing a draconian peace on Germany. In fact, 
the economist-statesman believed that the Allied 
failure to reconstruct the interstate system would 
produce further instability. By the mid-1920s, 
Keynes had come to the realization that the col- 
lapse of Pax Britannica and the ensuing dissolu- 
tion of the liberal order had created the conditions 
not only for such “aberrations” as Bolshevism and 
fascism, but also for “the transition from economic 
anarchy to a regime which deliberately [aimed] 
at controlling and directing economic forces in the 
interests of social justice and stability.” Accord- 
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ingly, Keynes posed the question: How can demo- 
cratic regimes “control and direct” the economy 
in the name of justice and stability? With a view 
to intervening in the events of his time, Keynes 
and his associates set out to devise a systematic 
alternative to classical economics. Meanwhile, 
economists in other countries (including institu- 
tionalists in the United States, underconsump- 
tionists in France, and social democrats in 
Sweden) addressed the same problem. 

In the midst of the Great Depression, Keynes 
came to the conclusion that the classical paradigm 
(formulated by Adam Smith and David Ricardo 
and updated by Alfred Marshall and the Cam- 
bridge School) applied not to the “normal func- 
tioning” of capitalism, but to a special case (i.e., 
free-trade imperialism under the leadership of 
Great Britain). Pointing to the worldwide crisis, 
Keynes argued that Say’s Law of Markets—the 
bedrock of classical economics—made no sense 
in the face of chronic unemployment. As a conse- 
quence, Keynes aspired to devise anew paradigm 
to account for the fluctuations of the capitalist 
system (while proposing ways to regulate them). 
Working with the Cambridge Circus (a research 
group that included several prominent econo- 
mists), Keynes argued that Western governments 
could eliminate chronic unemployment by fund- 
ing public works (primarily through deficit spend- 
ing), and thereby creating jobs, increasing 
purchasing power, and providing for greater sta- 
bility. Over time, Keynes’s blueprint for managed 
capitalism exerted considerable influence not only 
on the Franklin D. Roosevelt Brain Trust and the 
Harvard Fiscal Policy Seminar in the 1930s, but 
also on the American war planners (including 
John Kenneth Galbraith), the founders of the 
Bretton Woods system (including Harry Dexter 
White), and the Marshall Planners (including 
Charles Kindleberger). 

In conclusion, it is possible to delineate two as- 
pects of the Keynesian Revolution: first, the crys- 
tallization of Keynesianism as an intellectual 
movement (and the attendant introduction of 
national accounting techniques); and second, the 
implementation of Keynesianism under the 
auspices of welfare, modernization, and develop- 
mental projects (which culminated in the trans- 
formation of the capitalist world-system). The 
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lasting impact of the Keynesian Revolution can be 
seen in the International Monetary Fund and the 
World Bank (even though these institutions have 


altered their purviews). 
Mark Frezzo 


See also: International Monetary Fund; Keynes, John 
Maynard; Ricardo, David; Smith, Adam; World Bank. 
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RICARDO, DAVID (1772-1823) 


The English classical economist who pioneered 
the modern analysis of comparative advantage 
and the gains from trade. 


David Ricardo, who succeeded Adam Smith as 
the outstanding classical economic theorist, built 
the foundations of the modern theory of interna- 
tional trade. Retiring with a fortune from stock 
trading in London, Ricardo took up economics 
after reading Smith. The rigorous, abstract analy- 
sis of Ricardo’s Principles of Political Economy and 
Taxation (1817) provided the basis for both neo- 
classical and Marxian economic theory. Both as a 
writer and from 1819 as a radical member of Par- 
liament, Ricardo opposed the Corn Law of 1815, 


The English classical economist David Ricardo pioneered the mod- 
ern analysis of comparative advantage and the gains from trade. 
(Library of Congress) 


which was enacted during the depression follow- 
ing the end of the Napoleonic Wars to protect Brit- 
ish agriculture against cheaper grain imports. 
Ricardo insisted that protecting domestic agricul- 
ture simply diverted British resources from more 
productive employment. 

In his Principles, Ricardo provided a clear and 
striking two-country, two-commodity numerical 
example of comparative advantage, showing that 
even if one country had an absolute advantage 
in producing both goods (lower labor costs than 
the other country), each country would be better 
off specializing in producing the good in which it 
had a comparative advantage (a lower opportu- 
nity cost in foregone output of the other good). 
Such specialization and exchange would allow a 
greater production of each good, so each country 
could consume more of every good under free 
trade than under autarchy. Proving that the ex- 
istence of potential gains from trade for all coun- 
tries is true even if one country has an absolute 
advantage in all goods is the fundamental result 
in international trade theory, and remains 
counterintuitive for noneconomists. 


Ricardo went beyond his comparative cost ex- 
ample to argue in pamphlets, parliamentary 
speeches, and his Principles that the Corn Laws 
would not only reduce total output (by causing 
inefficient allocation of resources), but would also 
skew income distribution away from wages and 
profits to rent. Agricultural protection such as the 
Corn Laws would cause diversion of capital and 
labor into agriculture to cultivate less fertile land. 
As the margin of cultivation was extended to infe- 
rior land, the marginal cost of producing grain 
would be increased, and landowners would re- 
ceive larger rents. Ricardo argued that the interest 
of the landowners who promoted the Corn Laws 
conflicted with the interest of the rest of society. 
Writing while Britain was off the gold standard, 
Ricardo argued that the exchange rate of an in- 
convertible paper currency would fluctuate (or 
gold flows would change national price levels un- 
der the gold standard) so as to equate the purchas- 
ing power of money between countries. He also 
discussed capital mobility, warning that legislation 
against the introduction of labor-saving machin- 
ery would cause capital flight to other countries. 


Robert W. Dimand 


See also: Corn Laws; Smith, Adam. 
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RICE 


Annual cereal grain (Oryza sativa) widely 
grown in warm climates for its edible seed. 


Cereal grains, including rice, maize, and wheat, 
serve as the nutritional base for most of the 
world’s population. Rice and wheat are usually 
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consumed directly by humans, while much of the 
world’s corn crop is fed to livestock before being 
consumed in the form of meat or milk. Most of 
the rice produced and consumed in the world is 
grown under irrigation, although there are up- 
land varieties of rice that are not planted in 
flooded paddies. The two main varieties of rice 
produced in the world are indica and japonica 
that account for 75 and 12 percent, respectively, 
of global rice trade. These two types of rice have 
different cooking properties. Grains of japonica 
rice tend to stick together while indica rice grains 
remain separate when cooked. Besides these types 
of rice, there are aromatic and glutinous varieties 
produced and traded in relatively small amounts 
for specialty food purposes. 

About 90 percent of world rice production oc- 
curs in Asia, with the leading producers being 
China, India, Indonesia, Bangladesh, and Vietnam. 
Together, India and China account for more than 
half of world rice production. Because most of the 
rice produced in the world is consumed where it 
is produced, the world rice market is thin and sub- 
ject to substantial price volatility. In 2000, world 
rice production (milled) was around 400 million 
metric tons, with world exports of 23.8 million 
metric tons and imports of 21.2 million metric tons. 
Thus, less than 6 percent of world rice production 
is traded, compared to about 14 percent of world 
maize production and 23 percent of world wheat 
production. Per capita rice consumption in Asia is 
over 220 pounds per year, compared to the world 
average of 145 pounds and the U.S. average of only 
26 pounds. The leading rice exporters in 2000 in- 
cluded Thailand (about 25 percent of total exports), 
Vietnam (17 percent), China (13 percent), the 
United States (12 percent), and India (6 percent). 
The leading importers are Indonesia, Brazil, Iran, 
Bangladesh, Nigeria, and the Philippines. 

Although the proportion of the world rice crop 
that is traded has remained relatively constant (5 
to 6 percent) over the past forty years, the amounts 
traded have grown substantially. In 1961, 6.3 mil- 
lion metric tons were exported, compared to 23.2 
million metric tons in 2000 and a high of 28.8 mil- 
lion metric tons in 1998. Over this same period, 
world population grew from 3.1 billion to 6.1 bil- 
lion, with rice output growing at a much more 
rapid rate. World per capita rice consumption 
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Rice has been a widely traded commodity since ancient times. Today, about 90 percent of 
the world’s rice supply is produced in Asia, with the leading suppliers being China, India, 
Indonesia, Bangladesh, and Vietnam. Shown here is a Chinese rice farmer at the turn of the 
twentieth century. (Library of Congress) 


increased from 90 to 127 pounds per year. The 
greater availability of this staple food throughout 
Asia is due primarily to the Green Revolution that 
took place in the 1960s and 1970s. High-yielding 
dwarf rice varieties developed at the International 
Rice Research Institute in the Philippines were 
introduced along with improved fertilization and 
irrigation methods, resulting in substantial in- 
creases in total rice output. 


E. Wesley E. Peterson 


See also: Food and Diet. 
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ROMAN CATHOLIC CHURCH 


A church founded on the doctrines of Jesus by 
the Council of Nicaea in 325 c.c. that both 
encouraged and discouraged the growth of 
trade through its various policies. 


The Catholic Church grew to become one of the 
most important institutions ever created in hu- 
man history. Following the instructions of Jesus 
to preach the gospel to all nations, the early 
Christians spread their faith from Jerusalem to 
Asia Minor, Greece, and Rome. Authority within 
the church rested in the Apostles, who acted as 
the first bishops. The early church also recog- 
nized the Apostle Peter, the first bishop of Rome, 
as the primary leader of the other bishops. The 
successors of Peter were later known as the 
popes. From the time of the apostles through the 


next twenty centuries, the Catholic Church rose 
from a persecuted minority in the Roman empire 
to become the most powerful institution in the 
Western world during the Middle Ages. While the 
church lost much of its political power in modern 
times, itnow has more than a billion members and 
continues to play a major role in the spiritual and 
intellectual life of the world today. It is also one of 
the largest landowners in the world. 

Roman officials at first considered the Catho- 
lic Church to be a threat to the established order 
since its members refused to sacrifice to traditional 
gods and the emperor. Nero blamed the Chris- 
tians for a fire in Rome in 64 c.£. Sporadic perse- 
cutions continued under the Emperors Domitian, 
Hadrian, Antoninus Pius, Marcus Aurelius, and 
Caracalla. Attacks under the reigns of Diocletian 
and Galerius were meant to wipe out Christian- 
ity once and for all. Despite the frequent perse- 
cutions, the Catholic Church continued to grow 
in size and numbers. Often following the trade 
routes of the Roman empire, the faith spread to 
Egypt, North Africa, Germany, and Gaul by the 
third century. The church won followers among 
Jews of the Diaspora, slaves and the poor in large 
cities, and finally even wealthy and educated 
Roman citizens. Persecutions came to an end 
when Emperor Constantine embraced the Catho- 
lic faith and built a new Christian capital at 
Constantinople. By the end of the fourth century, 
the Catholic Church had become the official reli- 
gion of the Roman empire. 

The Western Roman empire collapsed in a 
series of catastrophes just as the church seemed 
to triumph. Germanic tribes attacked Gaul, Ibe- 
ria, North Africa, and Italy. As Roman military and 
imperial authority crumbled in the West, the 
church was called on to lead politically. Pope Leo 
I negotiated with Attila the Hun in the fifth cen- 
tury to spare Rome from attacks of the Huns. From 
the sixth century onward, monks and nuns who 
lived under the Rule of Saint Benedict provided 
a stable place for education and civilization to con- 
tinue in the troubled West. Slowly, new mission- 
aries were sent to convert the barbarian tribes. The 
church found an ally and protector in Emperor 
Charlemagne. He supported learning and de- 
fended the pope against his enemies in Italy. 
When Charlemagne’s empire collapsed in civil 
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war and in the attacks of the Vikings, Saracens, 
and Magyars, the church supported the devel- 
opment of feudalism as a way to establish order. 

Once the invasions ended after 1000, the 
Catholic Church helped lead Europe to renewed 
heights of civilization during the high Middle 
Ages. Popes Leo IX and Gregory VII instituted 
reforms to strengthen papal control over the 
clergy and hierarchy. Pope Urban II launched the 
First Crusade in 1095, and by the early thirteenth 
century, Pope Innocent III was recognized as the 
most powerful leader in western Europe. The in- 
teraction of the crusaders and the Arabs in the 
Holy Land resulted in the reintroduction of prod- 
ucts from the Far East into Europe. Pepper, cin- 
namon, silks, and perfumes were highly prized 
items. During the Crusades, the Europeans had 
access to these goods, but after the failure of the 
Crusades, Arab middlemen increased the prices 
tremendously. Some Europeans, like the Vene- 
tians, attempted to find a route that would cir- 
cumvent the Arabs but failed. Further exploration 
at that point was prohibited by the spread of the 
Black Death. 

During the Crusades, several religious mili- 
tary orders were formed. The Knights Templar 
and the Hospitallers became the two largest or- 
ders. The Knights Templar constructed castles 
throughout Europe, where the knights safe- 
guarded the treasures of princes and kings who 
were fighting on crusade. The Knights Templar 
was able to charge a deposit fee for the service. In 
addition, depositors could draw from their depos- 
its in distant areas by presenting their account 
record at another Knights Templar stronghold. 
The concept would later lead to the use of depos- 
its and checks in modern banking. 

Besides long-distance trade, the Catholic 
Church, with its far-flung monasteries across Eu- 
rope, engaged in local trade. Monks produced 
items for sale to the local population. Such items 
included dyes for cloth or even cloth itself. This 
trade was often conducted on a barter basis since 
the peasants did not have currency. Under the 
canon law of the Catholic Church, money lend- 
ing was prohibited, with communion and Chris- 
tian burials being denied to anyone who charged 
interest for loans. This policy stifled trade except 
where Jewish merchants operated or later, in places 
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like Venice, where the creation of origination fees 
and other costs tacked on to the lending of money 
circumvented the prohibition of interest. 

The Catholic Church became the leader in art, 
philosophy, architecture, law, and education. But 
despite this success, criticism of the church in- 
creased throughout the fourteenth and fifteenth 
centuries. The wealth of the clergy led many to 
attack the church. The failure of the Crusades to 
take the Holy Land permanently led some to doubt 
papal authority. Kings and emperors chafed un- 
der the critical eye of the popes. Many thinkers 
questioned basic Catholic beliefs and called for a 
return to simpler practices they believed marked 
the early church. The Black Death took clergy and 
laity alike and heightened the mood of despair that 
haunted Europe. 

The general undercurrent of discontent ex- 
ploded in the Protestant Reformation of the early 
sixteenth century. Thinkers like Martin Luther 
and John Calvin taught that the Bible was the only 
authority for Christians to follow. Soon, count- 
less Protestant denominations sprang up as re- 
formers fought among themselves over the true 
nature of Christianity. King Henry VIII led his 
nation out of the Catholic fold and founded the 
Anglican Church. The Catholic Church fought 
back through the Counter-Reformation. At the 
Council of Trent, the bishops of the church took 
strong measures to reform the clergy, regulate 
Catholic doctrine, and improve education. The 
leadership of Spain, Portugal, and France in de- 
veloping colonial empires led to the establishment 
of a worldwide Catholic Church. The building 
programs of the Renaissance remade Rome into 
the artistic and cultural center of western Europe. 
Meanwhile, the spread of Protestantism removed 
restrictions on money lending among non-Catho- 
lic countries and in areas where religious perse- 
cution occurred, the desire for an opportunity to 
worship freely drove many Europeans to migrate. 
The British Protestant colonies of North America 
established strong trading relations with England, 
Africa, and the Caribbean. The Catholic nations 
of Spain and Portugal controlled the trade of Cen- 
tral and South America. 

Despite the renewal of the church in the 
Counter-Reformation, the political authority of 
the church had been seriously weakened. Con- 


tinuing attacks on the Catholic Church came from 
thinkers in the scientific revolution and the En- 
lightenment of the seventeenth and eighteenth 
centuries. During the French Revolution, the 
church suffered persecutions unknown since the 
days of the Roman empire. Now condemned as 
part of the old feudal order, throughout the nine- 
teenth century the church was seen as an enemy 
of democracy. The proponents of evolution along 
with socialist and communist thinkers singled out 
the Catholic Church as the chief enemy of hu- 
man progress. 

Under attack from many sides, the church 
began a process of renewal in the nineteenth cen- 
tury. The popes strengthened their position as 
spiritual leaders who were infallible on matters 
of faith and morals. Catholic social teaching found 
a balance between the extremes of capitalism and 
communism. The church survived the persecu- 
tions of fascist and communist dictatorships in the 
twentieth century. During the Second Vatican 
Council, the church made a concerted effort to 
renew itself in preparation for the third millen- 
nium of the faith. The Catholic Church no longer 
has the influence over trade that it did during the 
Middle Ages. 


Mary Stockwell 


See also: Roman Empire. 
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ROMAN EMPIRE 


An ancient civilization that ruled most of the 
known world from 27 8.c.£. to 476 c.£. and that 
promoted trade by both sea and land routes 
throughout its vast territories. 


Merchants and traders seem to have had the op- 
portunity to become quite wealthy in the Roman 
empire. In his Navigium, Lucian, writing in the 
middle of the second century c.k., reports that a 
corn freighter brought its owner an annual in- 
come of at least 12 Attic talents. This annual in- 


come would have been enough to purchase a 
small farm each year. There is no doubt that dur- 
ing the Roman empire, there were opportunities 
to became wealthy through trade and commerce, 
but this was open only to those that had the avail- 
able capital needed to invest in commercial traffic 
—that is, those who were already wealthy. The 
opportunity to become wealthy through trade 
seems to have diminished throughout the latter 
part of the Roman empire, perhaps because of the 
inflationary problems of the period. While some 
merchants accumulated fabulous wealth, many 
lived on a much more modest income. 

Traders often grouped themselves together in 
collegia in efforts to acquire financial and com- 
munal support. A group of salt merchants in 
Egypt who had cornered the gypsum market 
formed a cartel to regulate their economic activi- 
ties with outside merchants and traders. In the 
second century c.£., Emperor Hadrian granted the 
association of shipowners exemption from pub- 
lic service as long as their ships were involved 
with bringing grain to Rome. Since Rome lacked 
a merchant marine fleet, it relied on private ship- 
owners to collect the supplies for both the mili- 
tary and civilian population. This made the 
collegia an important element that the govern- 
ment wanted to control, and throughout the Ro- 
man empire, particularly in the West, efforts were 
made to tighten control over them. One way that 
the government attempted to control the collegia 
was through the imposition of taxes, but this tax 
must have been difficult to collect or not widely 
enforceable. 


GOVERNANCE AND TRADE 


The government depended on trade to acquire 
food for the empire’s population, supplies for the 
military, and revenue in the form of collection 
from taxes and customs. While the government 
had a vested interest in the trade that was con- 
ducted within the empire, attempts at control or 
regulation were few, and for the most part—like 
the Price Edict of Diocletian—were futile. The very 
scope of the trading activity that was conducted 
within the empire prevented any overarching 
control or regulation that could reasonably be 
enforced. The fact that the government did at vari- 


ROMAN EMPIRE 795 


ous times attempt to control certain parts or ele- 
ments of this trading activity indicates its value or 
importance to the Roman empire and its economy. 
The Roman empire had little interest in con- 
trolling or organizing trade in the manner of 
modern nations, which are constantly monitor- 
ing imports and exports. This is corroborated by 
a remark made by Pliny the Elder that purchases 
from India made by the citizens of the Roman em- 
pire annually drained 50 million sesterces from 
the empire. Pliny’s comment on annual drain on 
the Roman economy demonstrates that it was 
quite apparent that trade with India and other 
Far Eastern countries was detrimental to the Ro- 
man economy since these areas had little or no 
reciprocal interest in Roman goods. While mod- 
ern nations would take immediate steps to cor- 
rect such an imbalance of trade, the Roman 
government took no action. The government's 
primary interest in trade was in facilitating its 
movement, since that in turn benefited the state 
by creating and stabilizing trading routes, and 
establishing a supply of available merchants who 
could acquire and transport grain for the state. 
The early Christian Church, as an organiza- 
tion, was interested in acquiring supplies that al- 
lowed it to administer charity and aid where 
needed. The early church leaders attempted to 
balance the fact that while they needed money to 
support the church and help the poor, they also 
viewed money, business, and dealing with the 
pagan community as evils to be avoided. Tertullian, 
writing about the vocations that he felt Christians 
should avoid, believed that a merchant was guided 
by greed and that Saint Ambrose encouraged 
merchants to use the seas for food, not commerce. 
While church leaders felt that certain occupations, 
such as merchant and artisan, should be avoided, 
many scholars believe that the early Christians 
were involved in trade and handicrafts. These 
views would seem to indicate that the church, as 
an organization, was not interested in the possible 
financial profits from engaging in trading activi- 
ties, but was more interested in collecting church 
estate revenue and providing charity where 
needed. To accomplish these tasks, it used the es- 
tablished trading routes to transport its goods, 
purchase needed supplies, and to exchange raw 
materials for money or other supplies for the 
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church and the poor. Individual clergy members, 
however, in light of the limits placed by the Codex 
Theodosianus on the amount of trade that a clergy 
member could conduct, probably used the 
church’s connections and resources to conduct 
their own private trading ventures. 

The only groups who depended financially 
on trade were the merchants and those estate 
owners who were involved in what might be 
called capitalistic agriculture. A merchant would 
trade commodities that he felt would bring him, 
personally, the highest financial return. While 
some were totally independent, many merchants 
worked for the church, the state, or a trading cor- 
poration, but were allowed to conduct a certain 
amount of private transactions on the side. It was 
these groups who through their many transac- 
tions determined which goods moved from place 
to place. Early works on these merchants focused 
on their negative portrayal in the ancient litera- 
ture. More recent work focuses on attempting to 
reconcile the apparent disdain of the Roman up- 
per class with the undeniable fact that the upper 
class acquired extraordinary amounts of wealth 
and that trade in the Mediterranean provided a 
quick and easy path to financial success. One hy- 
pothesis that has been put forth is that trade was 
structured somewhere between the two extremes 
of well-established/organized commerce and 
little/no commerce. The evidence found of ce- 
ramic goods from Cyprus and Isthmia would 
seem to support this theory that there was no set 
policy or legislative body that oversaw trade, but 
rather the collective effort of many individuals 
helped establish, support, and determine trade 
in the Mediterranean. 

Since trading activity was prevalent through- 
out the Roman empire, except for brief periods of 
political disruption, trade could not alone drive 
economic growth in areas away from established 
trading centers. During periods of growth or af- 
fluence, even remote areas in the provinces be- 
came a market for imported goods. 


TYPES OF TRADE MOVEMENT 
There seems to have been three levels or types of 


trade movement. On a basic level, certain items 
would be in demand because they were standard, 
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life-sustaining commodities, such as grain. Since 
grain was so important, it would have always 
been in demand and a frequently traded item. 
One example of basic trade movement was grain 
brought by people from other areas to help alle- 
viate local famine, as done by Saint John the 
Almsgiver. Another level of trade movement com- 
prised unusual items that could be purchased 
only from certain regions or cities, such as spices, 
precious metals, jewelry, or wild animals. Then 
there are goods that could be produced or bought 
locally that were still imported, often from great 
distances, such as African Red Slip ware, wine, or 
olive oil. The reasons for the success of certain 
imports versus local products vary by socioeco- 
nomic class. Unlike modern times, when adver- 
tising plays a large role in shaping consumer 
desire across all social classes, during the Roman 
empire other forces had to drive markets. Cer- 
tainly for the upper class, the purchase of expen- 
sive luxury items might be attributed to class 
pressure or the desire to mimic the lifestyles of 
others within or above their own social class. This 
does not explain, however, the success of imports 
across the other social classes. 

One possible explanation for the success of im- 
ports within other social classes is simply availabil- 
ity. An overabundance of one item can help drive 
down prices, thereby making the item more ac- 
cessible. Oversupply can also help drive competi- 
tors out of business. A sudden large influx of 
imported ceramics could have forced the local com- 
petitors out of business, requiring lower classes to 
purchase the more expensive, imported wares. An- 
other possible explanation is a change within the 
labor force of the Roman empire. It has been hy- 
pothesized that starting in the second century C.E. 
there began a slow decline of slavery caused by 
the Roman empire’s lack of expansion, coupled 
with an increase of foreigners settling within the 
empire’s boundaries. These new settlers became 
tenant farmers and had an immediate impact on 
the economy by boosting agricultural production. 
This, in turn, would have increased their available 
disposable income, which could then be spent in 
the marketplace. 

Perhaps the most important reason for the suc- 
cess of imports was the fact that an extensive trad- 
ing network was in place that made it easy and 
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economical to move items from one location to 
another, thus allowing goods to circulate around 
the Mediterranean. This extensive trading net- 
work, which had been slowly established over 
many centuries, was a result of several factors. 

First, the geographical location of cities dur- 
ing late antiquity was conducive for communi- 
cation and commercial exchange. Most cities 
were positioned close to the Mediterranean, 
which allowed for easy contact with other cities 
and regions by way of sea travel, and water trans- 
portation was the least expensive of all methods 
for the movement of goods. Second, the organi- 
zational skills of the Roman empire facilitated 
extensive travel. The government used its mili- 
tary to suppress bandit activity on land and pi- 
racy at sea, and its engineers to design, establish, 
and maintain roads, canals, and ports. The gov- 
ernment was so successful in these endeavors 
that it has been suggested that people during this 
period traveled farther, more often, and more 
easily than in any previous period and any fol- 
lowing period until the nineteenth century. 
Third, the creation of the Roman empire trans- 
formed many different areas into a single eco- 
nomic market, as well as reduced the differences 
between those within and those outside the 
empire’s boundaries. Fourth, in antiquity, broad 
economic changes reacted slowly to political 
changes, excluding military conflicts, and the 
economic peak of late antiquity occurred well 
after the empire reached its political peak and 
had even begun to decline. 

The degree to which the local economy de- 
pended on trade was related to its location and 
resources. Coastal cities depended on trade for 
economic and political stability. Any significant 
stoppage of trade would have damaged the eco- 
nomic health of the cities and shaken their politi- 
cal structure, as well as that of the surrounding 
area, though perhaps to a lesser degree. This 
would also hold true for areas that produced or 
manufactured goods. 


TRADING NETWORKS 
The goods traded and the capacity to follow the 


movement of the goods around the Mediterra- 
nean illustrates that there were many trading 


networks and connections between various ar- 
eas. While there were many different trade con- 
nections, some distinct patterns appear. Goods 
circulated from North Africa toward the Levant, 
north toward the Black Sea, then west toward 
Greece and Italy and eventually Europe. Along 
this network, the major ports were in the coastal 
cities like Alexandria and Tyre. Then, radiating 
out from these cities into the surrounding hin- 
terland would be smaller nodes of exchange. As 
goods passed along the main route, some would 
be dispersed into the hinterlands, if there were 
available markets. If there were no available mar- 
kets, then the goods would continue along the 
trade route. While most goods would be traded 
mainly in nearby regions, some (such as Afri- 
can Red Slip ware or select wines) would be 
traded in all areas. This type of pattern would 
have required many different people to be in- 
volved at various levels, from the manufactur- 
ers or estate owners to the local traders/ 
ship-owners, to the merchants in the city, and 
finally to the consumers. 

To summarize, the nature of trade in the Ro- 
man empire results in a fairly flexible economic 
model that varied slightly between regions and 
over time. While merchants helped to determine 
which goods moved where, not all merchants 
operated independently since some worked for 
the government or for the church. This would 
have influenced their buying and selling patterns, 
depending on the needs of the church or gov- 
ernment. Even though there was a tremendous 
amount of goods moving throughout the Medi- 
terranean during this period, not all of it was 
strictly commercial in nature, as some was state 
regulated or related to the gift exchange system. 
The gift exchange system held that standard 
“rules” of profitability would not apply since spe- 
cific items would be sought out for their value as 
a gift, not for their ability to produce a profit when 
resold. This would increase the volume of trade 
without promoting further exchange. Gift ex- 
change might explain why expensive, imported 
items were found in areas traditionally consid- 
ered poor or lower class, and how the poor were 
able to obtain expensive items; perhaps they were 
gifts from the upper classes, the church, or even 
the government. 


It is clear that all areas, even remote inland 
areas in the provinces, were involved in trade to 
some degree and that the trade network of the 
Mediterranean was vibrant and energetic. It is also 
clear that there was a strong westward movement 
of goods from the eastern parts of the Mediterra- 
nean toward Greece and Italy, with little corre- 
sponding movement eastward. This was because 
of the political problems that faced the western 
parts of the empire (toward the latter part of the 
Roman empire), resulting in its isolation, as well 
as the agricultural productivity of Africa and the 
eastern provinces. While trading activity fluctu- 
ated over time, particularly for inland or remote 
regions, it remained an important part of the Ro- 
man economy for many cities or regions. 


R. Scott Moore 


See also: Cartels; Mediterranean Sea. 
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ROMAN EMPIRE, FALL OF 


In 476 c.£., barbarian Germanic tribes sacked 
the city of Rome, an event that adversely af- 
fected trade in western Europe for centuries. 


Even before the city of Rome fell to foreign forces, 
the western half of the Roman empire, centered 
in Rome, had begun to decline. Alternate periods 
of rain and drought, coupled with disease, had 
reduced the population of the western empire. 
Trade deficits had accumulated between Rome 
and Constantinople, the capital of the Eastern 
Roman empire. In addition, the military had been 
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severely weakened. After years of fighting against 
the barbarian tribes in the north, the Roman forces 
began relying on mercenary troops in the outly- 
ing regions. Roman citizens refused to enlist, and 
the loyalty of the troops declined. Other explana- 
tions for the decline of the Roman empire include 
the switching from silver vessels to lead vessels 
for the storage of water, which resulted in the 
poisoning of the Roman population. Some histo- 
rians argue that only the political structure of the 
Roman empire ended with the sack of Rome and 
that the cultural, social, and economic traditions 
continued. 

Although some trade continued within the 
Roman empire after 476, the vast majority of it 
was restricted to local or coastal areas. The mas- 
sive Roman road system was no longer protected 
by the Roman legions that traveled from Rome 
to Britain and west to the Middle East. As thieves 
and murderers attacked merchants who jour- 
neyed along these roads increased, trade declined. 
Major Mediterranean port cities continued to 
trade with other regions, but travel overland was 
restricted to a few brave merchants. 

Although the Catholic Church managed to 
sustain the laws and language of the Roman em- 
pire into the Middle Ages and beyond, trade de- 
clined until the era of Charlemagne in 800. During 
the interim 300 years, Europe enjoyed few of the 
spices and products from other portions of the 
world. Even if foreign merchants risked travel- 
ing throughout the region, west Europeans did 
not have sufficient gold or silver bullion to pay 
for the expensive and exotic goods. Only after the 
pope attempted to reunite Europe with the Cru- 
sades in 1095 did Europeans once again enjoy 
products such as perfumes, silks, and spices. The 
demise of trade from 476 to 1095 served as a stimu- 
lus for later exploration and conquest in a desire 
to acquire new goods. 


Cynthia Clark Northrup 


See also: Crusades; Roman Catholic Church. 
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ROTHSCHILDS 


A prominent European banking family of the 
eighteenth and nineteenth centuries. 


Mayer Amschel Rothschild was born in Frankfurt, 
Germany, in 1743. As the son of a Jewish money- 
lender, Rothschild grew up in the ghetto of Frank- 
furt, but through his shrewd business acumen he 
became the financial agent for Elector William I. 
He and his wife had five sons, Amschel Mayer 
(1773), Salomon (1774), Nathan Meyer (1777), Karl 
(1788), and James (1792). All the sons, except 
Amschel, who remained in Frankfurt with his fa- 
ther, established branches of the Rothschild bank 
in other countries. Salomon operated the family 
branch in Vienna, Nathan moved to London, Karl 
opened a branch in Naples that was closed after 
Italy annexed Naples, and James operated in Paris. 

The Rothschilds provided services to many 
of Europe’s governments at a critical time during 
the late eighteenth and early nineteenth centu- 


ries. Nathan opened a branch of the Rothschild 
bank in London in 1805, a time when the British 
government was in need of funds to fight 
Napoléon Bonaparte. His firm raised the capital 
needed to fund the duke of Wellington’s army in 
1814. On the day of Napoléon’s defeat at the Battle 
of Waterloo, Nathan received word, by way of 
courier pigeons, of the British victory and made 
a fortune on the stock exchange when other in- 
vestors, unaware of the day’s events, continued 
to sell their shares. After the Napoleonic Wars, 
Nathan again provided loans to Great Britain, the 
Netherlands, and Prussia—money required to 
pay returning veterans of the war. 

In appreciation for their services to his coun- 
try, Emperor Francis I of Austria made all five 
brothers barons in 1822. During his lifetime, 
Nathan arranged for loans to many foreign coun- 
tries, including France, Russia, and several South 
American countries, and required repayment in 
sterling—a requirement that circumvented unfa- 
vorable exchange rate changes. 


The Rothschilds, including Mayer Amschel, the founder of the House of Rothschild, provided financial and 
other services to many of Europe’s governments at a critical time during the late eighteenth and early nine- 


teenth centuries. (Library of Congress) 


After Nathan’s death, his son assumed con- 
trol of the London affairs. Baron Lionel Nathan 
de Rothschild (1808) provided loans to govern- 
ments during periods of economic crisis, such as 
the Irish potato famine (1847) and the Crimean 
War (1856). He became a member of the House of 
Lords in 1858 after appropriate changes were 
made to what was originally a Christian oath that 
was required of members. 

Although the five brothers started businesses 
in different countries, all of them shared informa- 
tion, and they operated as a single firm with 
Nathan as the chief executive. The family formed 
the first international banking firm. This allowed 
them to offer their services to their customers in 
various countries throughout the world. The LCF 
Rothschild Group maintains forty offices in thirty 
countries in North and South America, Europe, and 
Australia, but since the changes in government eco- 
nomic structure beginning in the mid-nineteenth 
century, the firm’s power has diminished. The 
London and Paris branches continue to operate 
as the dominant centers of the family dynasty. 


Cynthia Clark Northrup 


See also: Banking; Napoleonic Wars. 
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ROYAL NIGER COMPANY 


A British trading empire and agent of political 
control, operating mainly in the lower Niger 
region. 


The Royal Niger Company was founded by a 
young former army officer, George Dashwood 
Taubman Goldie. The company, under three dif- 
ferent names and through three distinct phases 
in its organization, was instrumental in building 
up Britain’s single most important tropical Afri- 
can colony: Nigeria. Goldie used the tools of in- 
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formal empire to establish his influence and the 
company territories provided an experimental 
ground for the adaptation of Indian-style indi- 
rect rule after formal occupation. A virtual mo- 
nopoly of the markets was ensured through a 
system of exclusive trade agreements with local 
rulers, barring foreign competition on the one 
hand and forcing independent local merchants 
out of business on the other hand through inhib- 
iting license fees. Trading rights and privileges 
often came as a result of coercion or outright mili- 
tary intervention. In the period preceding the 
Berlin Conference, the company exhibited the 
common problems and dilemmas of African trad- 
ing empires: a lack sufficient capital and the re- 
sources or manpower for the administration of 
extensive territories without the eventual direct 
involvement of the state. From another perspec- 
tive, the rapid expansion of the monopoly com- 
pany brought about the loss of African state 
sovereignty and the end of indigenous domi- 
nance of the interior’s trade. It also marked the 
end of the prosperity and influence of Creole mer- 
chant dynasties, often the former agents of Euro- 
pean policies in the age of informal empire. 

Goldie himself had been involved in the 
region’s trade since 1877, and he established the 
United Africa Company in 1879 by the amalgam- 
ation of four British trading enterprises. A private 
venture initially, it tried to take control mainly of 
the sizable, though already declining, palm oil 
trade of the Oil Rivers and adjacent territories. 
Britain’s oil trade with West Africa remained on 
the same level between 1860 and 1890 in terms of 
volume, but because of the advent of mineral oil 
and rising transport costs, its value dropped by 
half, dropping from just over 2 million pounds 
per year to 1 million pounds. Profit margins fell 
similarly, resulting in a crisis of adaptation and a 
major shift in the terms of trade, a contributing 
factor in the general instability of Yorubaland that 
prompted European intervention. 

Hard pressed by formidable German and 
state-sponsored French competition, Goldie estab- 
lished his practical monopoly on the Atlantic trade 
by buying up the smaller companies and forcing 
others out by maintaining an artificially high lo- 
cal price on palm products. It proved to be a re- 
warding investment after 1887, when demand for 
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Economic exploitation by the Royal Niger Company led native Nigerians to rise up against company rule in 1895, resulting in the region 
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being turned into a protectorate of the British Crown five years later. (Mary Evans Picture Library) 


another of the region’s products—rubber — 
increased in the wake of the invention of the in- 
flatable bicycle tire by John Dunlop and the 
subsequent rise of the automobile. Having become 
a major political player and military force in the 
region, the company aspired to become (and later 
did become) the agent of British government in- 
terests in the scramble for West Africa as both Ger- 
many and France staked out their claims. 

To add further weight to his trading empire 
and make him a formal British representative, 
Goldie applied for a royal charter in 1881, but was 
turned down. Subsequently, he resumed business 
with the renamed National Africa Company in 
1882, and first approached the composite state of 
the Sokoto caliphate directly, with clear political 
motives besides a profit-oriented trade enterprise. 
On the basis of his field experience, Goldie quali- 
fied as an advisor to the British delegation at the 
Berlin Conference of 1885 and supported the of- 
ficial positions by various trade treaties. On his 
evidence, besides the Niger Delta, or Oil Rivers, 
it was agreed that the key region of Hausaland 
was to fall in the British sphere of interest. Ac- 
knowledging the need for formal commitment, 


formerly limited to Lagos only, Britain declared 
its own Oil Rivers Protectorate in 1885 and finally 
awarded the charter to the Royal Niger Company 
in 1886. 

Under the new conditions, the Royal Niger 
Company became the official representative of the 
Crown and entered commercial and political trea- 
ties on its behalf. The treaty system practically 
amounted to a gradual transfer of sovereignty over 
the territories concerned, yet without a firm cen- 
tral control. An informal protectorate effectively 
established by company agents quickly absorbed 
Yorubaland, Fulbe-held Ilorin was conquered, and 
troops undertook a bold expedition to Nikki, even 
at a risk of collision with French interests and a 
possible confrontation between European pow- 
ers. On the basis of import revenues, amounting 
to 90,000 pounds by 1891, the territories reached 
self-sufficiency in their administration. This greatly 
encouraged the establishment of an expanded 
Niger Coast Protectorate in 1894. Benin was in- 
corporated after the punitive war of 1897 to com- 
plete the conquest of the south. Expansion also 
involved weakening and forcing out Liverpool's 
African Association. The company headquarters 


then moved north to Asaba, where it opened an- 
other important base farther inland at the 
confluence of the Niger and Benue Rivers, at 
Lokoja. This settlement already attracted attention 
earlier, and was first secured by the Niger expedi- 
tion of 1841 for an experimental cotton plantation 
in an effort to encourage “legitimate” commerce 
following the abolition of the slave trade. 

In the era of Chamberlain’s New Imperialism, 
the boundary between the company’s powers 
and the colonial administration’s responsibilities 
remained ambiguous, with the same officials of- 
ten filling posts in the parallel structures simulta- 
neously. The single most influential figure in the 
actual conquest of Nigeria, Frederick Lugard, also 
made his entry as a former employee of Goldie. 
Furthermore, he had a military background as a 
veteran from the war against slavers in the ser- 
vice of the African Lakes Company, and he had 
led the occupation of Buganda for the Imperial 
British East Africa Company. In 1896, the Colo- 
nial Office asked him to organize the West Afri- 
can Frontier Force of 2,000 regular troops and 
police, a key instrument for consolidating the 
company’s hold over the south and later expan- 
sion to the north. 

The company reached the peak of its influ- 
ence just before the invasion of the Sokoto caliph- 
ate in 1900. Because of rising African discontent 
and resistance, and after defusing the French 
threat in the agreement of 1898, the Colonial Of- 
fice finally took over all its administrative powers 
in late 1899. 

Goldie’s successful enterprise and his role in 
expanding Britain’s formal empire indicate the 
historical significance of men-on-the-spot and the 
elites of the imperial periphery who often made 
the flag follow trade. During this period, the much 
better known private empires of Cecil Rhodes or 
William Mackinnon, at work in other areas of Af- 
rica as well, represented this model. Scholarship 
on the Royal Niger Company is greatly limited 
by the fact that Goldie destroyed his private 


papers. 


Gabor Berczeli 


See also: Africa; British Empire; Empire Building; European- 
African Trade; New Imperialism; Wars for Empire. 
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RUM 


A trade item derived from sugar production 
that developed out of the expansion of the 
plantation complex into the Americas with 
widespread social and economic consequences. 


As the plantation complex moved across the At- 
lantic into the West Indies, sugar became a labor- 
intensive way to make the West Indies a profitable 
region of the developing European colonial sys- 
tem. At the early stages of production, sugar was 
a luxury commodity, also known as a cash crop, 
because of its high value and limited supply. Over 
time, as sugar production increased in the Ameri- 
cas, driving down the value of sugar, rum became 
an important by-product. 

Rum, which is distilled from molasses, not 
only became important to the development of the 
West Indies, but also affected the development of 
North America, Europe, and West Africa in the 
same period. Rum, especially as increasing sugar 
production drove down its price, became a popu- 
lar drink in the Americas. The other appealing 
aspect of rum was that its American production, 
consumption, and trade allowed its manufactur- 
ers and merchants to avoid transatlantic transpor- 
tation costs. Rum quickly became an important 
smuggled commodity as its producers and con- 
sumers worked to avoid the taxes and duties of 
the various imperial regimes. 

Rum is best known for its role in the triangle 
trade that developed between Europe, the Ameri- 
cas, and Africa from the sixteenth to the eigh- 
teenth centuries. This simplified trade system 
involved exporting and reexporting from Europe 
to Africa a wide variety of textiles, rum, firearms, 
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Pictured here are slaves loading rum barrels in Antigua in 1823. Many Caribbean islands exported both rum and the sugar cane and 
molasses from which rum was manufactured. Today, rum remains one of the most valuable manufactured exports of the Caribbean basin. 
(© The British Library/Topham-HIP/The Image Works) 


and other items to be exchanged along the West 
African coastline for slaves. The slaves were then 
forcibly carried across the Middle Passage and 
sold in the Americas to begin a life of endless toil. 
Many slaves produced the same products that 
were initially used to purchase them. Finally, ships 
carried the cash crops produced by slave labor 
back to Europe to reinitiate the cycle. 

The reason rum became such an important 
part of the triangle trade stemmed from the ini- 
tial introduction of sugarcane into the West 
Indies. The problem that quickly plagued the 
Europeans who hoped to profit from American 
land was that they lacked laborers. They at- 
tempted to use a variety of labor systems, but the 
one they found best suited for the American plan- 
tation system was African slavery. The ability of 
Europeans to purchase African slaves and then 
force them to work on plantations allowed for 
the development of rum as an important eco- 
nomic and social trade good. An example of rum’s 
importance in American development involved 
the New England colonies of British North 


America. As New England lacked a suitable en- 
vironment for the production of cash crops, one 
area of economic activity that its inhabitants ex- 
celled in was trade. As New England merchants 
developed economic ties to the West Indies, they 
started to trade for not only rum but also molas- 
ses. The merchants then carried the molasses, 
which was cheaper than West Indian rum, to New 
England where they established distilleries and 
started to produce their own rum that they could 
then send to England in exchange for manufac- 
tured goods. 


Ty M. Reese 


See also: IWegal Trade; Labor; Molasses; Slavery; Sugar; Tex- 
tiles; Triangle Trade. 
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RUSSIAN REVOLUTION 


Two revolutions in 1917 Russia resulting in the 
formation of a communist system that was fo- 
cused less on international trade than on the 
spread of its ideology. 


The abdication on March 15, 1917, of Tsar Nicholas 
II during the first phase of the Russian Revolution 
produced few changes in Russia’s international 
commerce. Under the succeeding provisional 
government, Russia continued its participation in 
World War I, exporting few products and import- 
ing tremendous quantities of military supplies 
(financed by loans) from the Allies, such as France, 
Great Britain, Japan, and the United States. Be- 
tween August 1914 and March 1917, before end- 
ing its neutrality and entering the conflict on April 
6, 1917, the United States had shipped $836 mil- 
lion worth of munitions as well as rail and motor 
transport to Russia. The United States facilitated 
the continuation of this transfer of war matériel 
by extending $450 million in credits to the provi- 
sional government. 

By November 1917, it was clear that the gov- 
ernment had failed to deal forthrightly with the 
serious issues facing the Russian republic, includ- 
ing the timely election of a constituent assembly. 
On the pretext that they needed to safeguard a 
national Congress of Soviets convening in Petro- 
grad (after 1924, Leningrad; after 1991, Saint 
Petersburg) on November 7, the Bolsheviks (after 
1918, Communists) conducted a successful insur- 
rection. They deposed the official regime and 
handed power to the Congress that, in turn, ap- 
proved a Soviet government, the Council of 
People’s Commissars chaired by Vladimir Lenin. 
On November 8, 1917, Lenin submitted and the 
Congress approved a Decree on Peace seeking an 
armistice with the Central Powers. 

The Allies viewed the Bolshevik quest for 
peace as the most heinous act of treachery. This 
quest prompted them to add Soviet Russia to the 
general economic blockade against the Central 
Powers. Russia’s darkest moment came in March 
1918. Compelled to move to Moscow because 
German troops threatened to occupy Petrograd, 
the Soviet government signed a draconian peace 
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treaty with the Central Powers at Brest-Litovsk. 
The punishing economic arrangements attached 
to the treaty forced the defeated Russians to 
surrender gold, grains, and raw materials to 
Germany. These economic penalties were ac- 
companied in June 1918 by the Soviet decision 
to nationalize industry and seize foreign prop- 
erty. Russian war bonds were now worthless and 
all foreign investment in the former empire 
vanished. 

In July 1918, the United States agreed to join 
several Allied nations in military intervention in 
the Soviet state, ostensibly to prevent Germany 
from seizing military supplies stockpiled at Rus- 
sian ports. These forces, though, gave protection 
and sometimes overt assistance to White Russians 
struggling in a brutal civil war to unseat the So- 
viet government. Allied units remained in Russia 
long after the armistice ended World War lin No- 
vember 1918, a pretext for the continuation of the 
Allied blockade until January 16, 1920. As a spe- 
cial mark of American displeasure with the So- 
viet regime, the U.S. Department of State 
maintained the embargo until July 7, 1920. 

Meanwhile, the Soviet government declared 
foreign trade an exclusive government privilege 
on April 22, 1918, and established a Council (later, 
Commissariat) of Foreign Trade. A variant of the 
latter administrative unit continued to uphold 
and regulate the monopoly until the Union of 
Soviet Socialist Republics Council of Ministers 
initiated several steps between January 1, 1987, 
and December 1, 1988, to dismantle state control 
over foreign trade. 


James K. Libbey 


See also: Bolshevism; Grain; World War I. 
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SAHARAN AND TRANS-SAHARAN 
TRADE 


The world’s largest desert, which today en- 
compasses more than 3.5 million square miles, 
is bounded by the Atlas Mountains and the 
Mediterranean in the north and the Sahel 
steppe in the south, and stretches from the 
Atlantic Ocean to the Red Sea. 


Trade both within and across the Sahara has ex- 
isted since prehistoric times, when the Sahara was 
considerably less dry, to the present. Pastoralism 
dates from at least 5000 B.c.£., with organized ag- 
ricultural settlements beginning to emerge about 
4000 8.c.£. By the second millennium B.c.£., long- 
distance trade had developed to such an extent 
that Mauritanian copper made its way to the 
Bronze Era civilizations on the Mediterranean 
coast. The still-ongoing tendency toward desic- 
cation and the expansion of the desert may be 
dated from about 2500 s.c.z. In the time of 
Herodotus, it was still possible to traverse the 
desert by horse and chariot. Some of the most 
spectacular crossings include the famous pilgrim- 
age in 1324 of the Mali emperor Mansa Musa to 
Mecca along with 15,000 followers and the inva- 
sion of Songhay by Ahmad al-Mansir’s Moroc- 
can army in 1590-1591, with 4,000 soldiers using 
over 9,000 pack animals and dragging along a 
number of cannons. 

The gradual desiccation and growth of the Sa- 
hara between 5000 B.c.£. and 500 B.c.£. did not 
hinder further trade contacts either between Sa- 
haran settlements or between these settlements and 
the larger world. Part of the reason has to do with 
the introduction of camels by the Romans during 
the first centuries c.E., which remained vastly more 


efficient than horses for desert travel. The indig- 
enous species long extinct, camels were reintro- 
duced in the first century and were first mentioned 
in written records in 46 c.£. Because of camels’ effi- 
ciency in carrying weight, wheeled vehicles were 
abandoned in many places. The use of camels 
spread from southern Arabia both to the north and 
south of the desert from Somaliland. Their custom- 
ary use extended as far south as the line running 
from the estuary of the Senegal to the confluence 
of the White and Blue Niles. On the camel jour- 
neys, nomadic Sanhaja groups traditionally pro- 
vided guides and escorts for the caravans. 

By the first millennium, the Phoenicians had 
established a string of city-states to mediate trade 
with desert peoples, which were in turn overtaken 
by the Carthaginians. In 450 B.c.z., the Greek his- 
torian Herodotus described the complex relation- 
ships among the Carthaginians, the nomadic 
pastoralists, and the sedentary farmers in the oa- 
sis settlements of Saharan North Africa—relation- 
ships that apparently stretched across the Fezzan 
of modern-day Libya and Tunisia. These ties con- 
nected into a much larger trading empire that in- 
cluded southern Spain, Sicily, Sardinia, Cornwall, 
Brittany, and the entire North African coast. Com- 
modities that Carthaginian merchants carried from 
the desert trade included dye, leather hides, wool, 
ostrich feathers, ivory, wood, slaves, and gold. 

The Romans probably used the fabled 
Garamantian Road, the most important overland 
caravan route at the time, to cross the Sahara into 
Air in the first century c.z. The reasons behind 
these forays remain a mystery, but they were 
probably a mixture of military opportunism and 
the need for slaves. Roman trade goods, includ- 
ing glass, jewelry, and Roman coins, found at a 
mountain oasis settlement in the southern Sahara 
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Use of the camel beginning around the first century c.e. helped promote Saharan and trans-Saharan trade. (Library of Congress) 


dating from at least the fourth century C.k£. sug- 
gest the extent of trans-Saharan trade. 

The main routes of the trans-Saharan com- 
merce started from the southern Maghreb towns 
of Marrakesh, Sijilmasa, Tuwat, Wargla, and 
Ghadames, which were all linked to ports like 
Tunis or Tripoli, where swifter naval transport was 
available toward the East. Through the oases of 
Murzuk, Ghat, Bilma, and Taghaza, caravans 
reached their Sudan destinations at Tadmekka, 
Timbuktu, Awdaghust, Kumbi Sale, Kano, or 
Kukawa. Trade, however, flowed not just along 
the shortest North-South axes, but the East-West 
links toward Egypt and Asia also played an im- 
portant role. In fact, a continuous eastward shift 
of the Sudanic centers is discernible. Central 
Sudanic states, like Wadai, Dar Fur, and Borno, 
partly owed their growing importance to the 
lively traffic of pilgrims. 


The most important development in Saharan 
trade aside from use of the camel was the gradual 
introduction of Islam, first to North Africa and 
then across the Sahara, between the seventh and 
eleventh centuries. Early Muslim traders estab- 
lished far-flung networks of fellow Muslim agents 
across the desert and in sub-Saharan Africa in the 
centuries before larger-scale conversions to Islam. 
Islam provided a basic shared cultural framework 
that governed everything from personal behav- 
ior to contractual agreements and taxes. This com- 
mon reference point made trade easier and made 
Islam attractive to African rulers and other elites. 
Conversion to Islam provided not only social dif- 
ferentiation but also access to education, favor- 
able trade terms, and access to credit. 

By circa 900 c.k., the North African city of 
Sijilmasa imported significant amounts of gold di- 
rectly from the kingdoms of Ghana and Wangara. 
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Saharan Trade, 1000 c.c. With the introduction of camels in the early centuries of the common era, it became possible for large 
trading caravans to cross the inhospitable wasteland of the Sahara between population centers in West and North Africa. Traders 
heading north carried gold, ivory, and slaves; commodities moving southward included textiles and metalware. Salt was frequently 


traded and used as a form of exchange. (Mark Stein Studios) 


The trade route along the way to Ghana passed 
through regions where salt was plentiful. While 
Ghana was rich in gold, it lacked salt. As salt was 
brought to Ghana in exchange for gold, a gold- 
salt trade was established. This lucrative trade was 
controlled by the Almoravids in the north and 
Ghana in the south. 

Most of the Muslim world remained relatively 
unaware of the gold wealth of sub-Saharan Africa, 
however, until the Mali emperor Mansa Musa 
spent so much gold on his pilgrimage to Mecca in 
1324 that worldwide gold prices remained de- 
pressed for years after his trip to the Holy Cities 
(Jerusalem and Medina). The Songhay empire that 
succeeded the Mali empire drew much of its ulti- 
mate power from controlling the sale of gold and 
slaves across the desert through the major 
entrepots of Djenne, Gao, and Timbuktu. Evidence 
from travelers and commercial records suggests 
that the trade between Europe, the Maghreb, and 
sub-Saharan Africa became both large in volume 
and complex in the sixteenth century. This trade 
grew to such importance that in 1592 the Sa’adian 
sultan sent an expeditionary army across the Sa- 


hara to take Timbuktu from the waning Songhay 
state, securing the increasingly important supplies 
of gold and slaves. The volume of exported gold 
has been estimated at one ton of gold per year 
during the Middle Ages. The inflow of precious 
metal greatly bolstered the political positions of the 
Maghreb states, on the one hand, and was crucial 
for European economies, on the other. Until the 
modern era, Europe remained on the periphery 
of the world economic system. A trade imbalance 
with Asia drained gold resources, which were in 
permanent shortage until the opening up of Ameri- 
can supplies and Russia’s eastern expansion. The 
guinea coins of Britain indicate the origin of gold 
commonly used. 

Consolidation of the long-distance trade sys- 
tem and regular communications are connected 
to the rise of medieval empires on both ends. The 
Almoravid empire even managed to take control 
of the entire area between Morocco and Ghana 
by 1055, including the major desert-edge nodes 
of trade. While economic dominance was clearly 
an important motivation, the fundamentalist Is- 
lamic regime also had an influence on commerce 
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by abolishing all but the Koranic forms of taxa- 
tion. Another more lasting legacy of the polity was 
the large quantity of gold dinars minted in 
Andalusia, unparalleled since Roman times. The 
necessary gold originated from the mines of 
Bambuk, the even larger goldfields of Bure, and 
Upper Volta, while the Akan forests were ex- 
ploited at a later date. In the upper Niger region, 
Awdaghust and Kumbi Saleh were prosperous 
urban centers in the Ghana kingdom during the 
tenth and eleventh centuries, while Djenne, 
Timbuktu, and Gao emerged as important cen- 
ters of commerce and culture in the Mali empire 
during the fourteenth century. Timbuktu was the 
most important distribution center of Saharan salt 
from a chain of slave-worked mines in Awlil, 
Taghaza, Taodeni, Bilma, as well as of Akan gold 
and kola nuts. While more obscure, the gold of 
the Kaduna valley and the town of Zaria also at- 
tracted the attention of the south’s specialized 
merchants, who were associated mostly with net- 
works of trade diasporas, such as the Dyula, 
Djahanke, or the Hausa. Central Sudan has also 
seen periodic interference from Egypt. During the 
nineteenth century, nonindigenous so-called 
Khartoumers established a network of fortified 
trading depots in the region and invited massive 
mercenary armies that eventually overran, first, 
Darfur and, then, Borno. Their brief, but influen- 
tial, presence came to an end with the establish- 
ment of the Mahdist theocracy. 

Widespread desiccation along the most im- 
portant trans-Saharan routes between 1600 and 
1850 worked to shift production and distribution 
networks and rearrange social order, identity, and 
political alliances. After an initial period of crisis, 
both local and long-distance trade recovered and 
perhaps even exceeded their previous levels in 
some areas of the Sahara. One important factor 
in the recovery was the emergence of Sufi or- 
ders that took a strong interest in economic ac- 
tivities in addition to their more traditional 
concern for Islam and mysticism. These new Sufi 
orders provided access to important social net- 
works, mediation, credit, and law enforcement 
that the social and environmental crises of the 
1600s had largely eroded and helped stimulate 
economic activity. 

Although nineteenth- and early twentieth- 
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century colonial adventures did not directly in- 
terrupt either trans-Saharan or local trade, co- 
lonialism did manage to shift consumption 
patterns and indirectly changed which goods 
people produced as well as the trade networks 
that carried these goods between markets. Less 
gold went north, but the demand for slaves ac- 
tually increased during the first decades of the 
twentieth century. The increasing ease of ob- 
taining European firearms not only facilitated 
slave raids, but also caused increasing political 
instability and gradually raised transaction 
costs—particularly in terms of protection and 
mediation. 

Life for most desert dwellers has changed 
little since the decline of colonialism in the 1950s 
and 1960s. Whereas multinational companies 
have discovered rich deposits of oil, natural gas, 
and other minerals in Libya, Tunisia, Morocco, 
and Algeria, locals have generally not benefited 
from the growing international trade. Trans- 
Saharan caravans no longer ply the desert. But 
regional caravans are still crucial parts of local 
economies, carrying products between Saharan 
villages and especially between oases and desert- 
edge towns. 

By the twentieth century, approximately 10 
million slaves had crossed the Sahara, a number 
comparable to the Atlantic transports’ moderate 
estimate of 12 million. In the Mediterranean as 
in the New World, African slaves played an im- 
portant role in the shaping of economies and so- 
cieties. It appears that the Saharan trade involved 
a higher number of women and children, so the 
demographic impact of the two diasporas was 
different. The slave trade contributed to the pros- 
perity of the Sudanic centers, although it is no 
longer seems tenable that slave raiding was the 
most important economic factor or social orga- 
nizing principle in the rise of these powerful 
kingdoms. 

The ancient trade across the Sahara remained 
important until the early twentieth century. The 
historical evidence does not support saying that 
the ocean ports conducted the bulk of Africa’s 
trade. In fact, the nineteenth century saw some of 
the most dynamic periods of growth in overland 
long-distance commerce, including that in the 
Sahara. Many projects for the construction of rail- 
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ways and hardtop roads crossing the desert from 
the colonial period were abandoned, and the only 
tangible results of the ambitious development 
plans seem to be the small airports of the oases 
still used by pilgrims on the hajj. The present-day 
overland routes between North and West Africa 
also still largely follow the traditional patterns. 


Gabor Berczeli and David Gutelius 


See also: Arabs; Berbers; Caravans; Dyula; European-African 
Trade; Gold; Mediterranean Sea; Oases; Salt; Slavery; 
Songhay Empire. 
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SALT 


A popular trade item through the centuries, 
salt comes in various forms that together have 
over 14,000 current uses. 


Sodium chloride, one member of this class of 
chemical compounds of which sodium is the base, 
has historically been used to preserve fish and 
meat, prepare cheese, and make butter, as well as 
maintain the health of humans, horses, and live- 
stock. Others, including natron and saltpeter, 
have been used for mummification, manufacture 
of gunpowder, disinfectant, dyeing textiles, tan- 
ning leather, fertilizing agricultural fields, and 
making soap. 

Demand for salt established the earliest trade 
routes on almost every continent: the cities of Jeri- 
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cho and Timbuktu were founded as salt trading 
centers hundreds of years ago. Credited with dis- 
covering natron, the Egyptians never became great 
exporters of salt, but they did develop a substan- 
tial trade in salted products. In around 2800 B.c.z., 
they began trading salt fish to the Phoenicians for 
cedar, glass, and purple dye. The Phoenicians in 
turn traded the Egyptian fish as well as North Af- 
rican salt and became one of the great economic 
powers of their day. 

The Romans, who used great amounts of salt 
as a preservative, obtained most of it through con- 
quest instead of trade. When Christianity took 
hold, its Lenten diet banned the consumption of 
meat during certain periods and created economic 
booms for those cities that could supply salt to 
preserve fish. In 1281, realizing that trading salt 
earned more money than making it, the Vene- 
tian government aimed to become the dominant 
commercial force in the Mediterranean by pay- 
ing merchants a subsidy on salt. Venetian mer- 
chants then typically used these salt profits to 
send ships to India to purchase spices for sale in 
western Europe at low prices that undercut the 
competition. This salt-based trade led to the War 
of Chioggia (1378-1380) with Genoa, Venice’s 
chief competitor. The Genoese lost the conflict, 
and Venice remained the dominant Mediterra- 
nean trading center. 

Northern states had an abundance of fish but 
lacked the salt needed to preserve their catches. 
They had to trade to sustain their economies, but 
salt was often laced with ashes, thus making the 
tricky process of correctly salting fish even more 
of a challenge. To ensure the quality of goods, 
the Hanseatic League was organized in Germany. 
The Hanseatics bought salt from many sources 
to supply the north and, since they supplied an 
essential ingredient, soon came to control the 
northern economies. The Danes fought a brief 
war with the Hanseatics in 1360 to regain eco- 
nomic power, but were defeated. The British and 
Dutch eventually developed enough clout to 
overwhelm the cartel. 

For centuries, the British obtained most of 
their salt from their principal enemy, France. Con- 
cerned about this dependence, Elizabeth I guar- 
anteed state-controlled markets to develop a salt 
industry in Northumberland, a region with sig- 


Because of its importance to the human diet and its use as a food 
preservative, salt has been one of the most universally traded com- 
modities in human history. Shown here are men curing cod with 
salt in the mid-nineteenth century. (© Science Museum, London/ 
Topham-HIP/The Image Works) 


nificant amounts of coal to fuel the fires that 
would evaporate brine to produce salt. Unfortu- 
nately, British saltworks could not provide the sea 
salt needed for British fisheries, and no other type 
of salt was believed suitable to preserve cod. For 
the British, the solution to a lack of salt was to 
acquire the commodity through war or diplomacy 
from places that produced it. In the sixteenth cen- 
tury, Portugal had some of the best salt in Europe 
but needed protection from frequent attacks on 
its fishing fleet. Agreeing to trade salt for naval 
protection, Portugal permitted English ships to 
fill their holds with sea salt at the Cape Verde 
Islands. Salt became valuable enough to gener- 
ate the profits necessary to justify paying an 
entire ship’s crew for several months labor. Salt 
was heavy, and the cost of transporting it always 
represented a substantial portion of the selling 
price. 

Through their salt trade, the British also came 
to play a supporting role in the slave trade. Most 
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British rock salt came from Cheshire, which 
gained access to markets through canals that led 
to the port of Liverpool. Ships leaving Liverpool 
for America employed salt as ballast, then picked 
up cotton and other imports for use in British in- 
dustry. Ships heading to Africa to collect slaves 
also used Cheshire salt as outbound cargo. Much 
British salt went to Ireland to preserve salmon, 
herring, pork, and beef. Then the Irish shipped 
their beef to slave colonies in the Caribbean as a 
cheap and durable source of protein. 


AMERICA AND THE SALT 
TRADE 


In America, salt was needed for fish exports and 
furs. As a strong believer in mercantilism, Britain 
did not permit its American colonies to trade with 
other nations, but the rich American waters pro- 
duced more salt cod than the British could sell. 
Rather than suffer financially to benefit mother En- 
gland, Americans smuggled salt cod around the 
Atlantic. Settlers found additional profits by trad- 
ing with Native Americans for pelts that would be 
salted for preservation and then sold on the lucra- 
tive European market. After achieving indepen- 
dence, the United States remained limited in the 
salt trade by its poor transportation network. To 
solve the shipping problem and expand the salt 
industry, legislators from Syracuse, a salt-produc- 
ing town in New York, proposed the Erie Canal as 
an inexpensive route for bulk shipment of salt to 
New York City. As Americans moved farther from 
the coasts, they still preferred to trade for salt, rather 
than develop saltworks. Until the twentieth cen- 
tury, salt remained the leading cargo carried to 
North America from the Caribbean, mostly from 
the southern Bahamas and the Turks and Caicos. 

The British also forced Indians to become de- 
pendent on salt imports, and this heavy-handed 
action ultimately prompted Mohandas Gandhi to 
start an independence movement. Since ancient 
times, India had a thriving salt industry, but the 
British decided to benefit the Cheshire salt mak- 
ers by allowing them to take over the Indian mar- 
ket. As a result, the smuggling of illegally produced 
Indian salt became widespread. To stop this illicit 
trade, the British government imposed harsh pen- 
alties, including jail sentences, on smugglers and 
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anyone who indirectly aided them. In 1930, 
Gandhi walked to the sea and broke the law by 
collecting handfuls of salt. Arrested for salt mak- 
ing, he ultimately forced the British to change their 
trade policy to allow individuals to produce salt 
for home use. 

In the twentieth century, modern geology re- 
vealed that salt deposits exist in most places on 
the earth. No longer a rare item, salt lost its trade 
allure. 


Caryn E. Neumann 


See also: Cities; Food and Diet; Gandhi, Mohandas; Genoa; 
Hanseatic League; Mercantilism; Phoenicia; Slavery; Trans- 
portation and Trade; Venice. 
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SCULPTURE 


The three-dimensional object that results from 
the manipulation of virtually any material, 
regardless of whether intended as a purely aes- 
thetic object. 


As a category, sculpture includes a wide array of 
objects, from the forty-ton winged bulls carved 
from stone in eighth-century B.c.g. Assyria to the 
sugar sculptures of the Italian Baroque, from the 
butti (fetish figures) of the BaBembe in Africa to 
the twentieth-century metal mobiles of Alexander 
Calder. Because of its relative portability, sculp- 
ture—especially small- and medium-scale pieces— 
has been traded around the world for millennia. 

Sculpture in ancient civilizations most often 
served religious purposes. Some of the world’s 
oldest sculpture includes thousands of animal and 
human clay figures found in Jarmo, an ancient 
Mesopotamian settlement dating to the seventh 
millennium B.c.£.; they were likely used in a fer- 


tility cult. The highly stylized freestanding sculp- 
ture of ancient Egypt acquired its conventions as 
early as the Early Dynastic period (c. 2925-2575 
B.c.E.) and held them for two millennia. Egyptians 
used stone as their primary sculptural medium, 
although wood and metal were also widely used. 

Much ancient sculpture was also commis- 
sioned by—and thus used to glorify—secular rul- 
ers like the relief panels of the royal palace at 
Khorsabad (eighth century B.c.£.) built by Assyrian 
king Sargon II. These stone panels depict in nar- 
rative form the conquests of the king’s army. Yet, 
small-scale sculpture bought and owned by mer- 
chants, governmental officials, and other mem- 
bers of the ancient middle classes was also 
common and frequently traded along trade routes 
as a luxury good. Shipwrecks discovered during 
the twentieth century B.c.£. have revealed the ex- 
tent of this trade: for example, the cargo of a 
merchant's vessel, downed near the southern 
coast of Anatolia around 1350 B.c.£. on its way to- 
ward Greece, included ebony and a golden scarab 
of the Egyptian queen Nefertiti. Used most often 
as jewelry, these scarabs—with statuettes and 
other small art objects—have been found through- 
out the Mediterranean region, including Spain 
and Italy. Ancient Egyptian sculptural style like- 
wise spread through trade: Syrian ivories, them- 
selves a major artistic export during the latter part 
of the second millennium B.c.£., show clear expo- 
sure to art objects imported from Egypt. 


GREEK SCULPTURE 


Ancient Greek sculpture has exerted a wide in- 
fluence on Western aesthetics, whether that sculp- 
ture is free-standing—like Myron’s famous 
Discobolus (c. 450 B.c.£.) or the Nike of Samothrace 
(c. 190 B.c.E.}—or architectural like the so-called 
Elgin Marbles removed from the Parthenon (448— 
432 B.c.E.) in the early nineteenth century. It was 
also widely dispersed through the Hellenic world, 
in part because sculptors were often located near 
important sources of stone throughout the Hel- 
lenic world. There, they were commissioned to 
create statuary that was later shipped to distant 
temple sanctuaries. Quarried stone was some- 
times imported for sculpture, as at the Temple of 
Zeus at Olympia (c. 170 B.c.£.). According to some 


Ancient Greek sculpture has exerted a widespread influence on 
Western aesthetics. Pictured here is Myron’s famous Discobolus 
(c. 450 B.c.£.). (Library of Congress) 


estimates, during the Archaic Period (c. 700-480 
B.C.E.) well over 250 tons of marble were moved 
in and around Greece in one year. As with Egyp- 
tian sculpture, Greek style was disseminated 
through trade: Mesopotamian cultural objects 
show its influence, as does Etruscan terracotta 
work from roughly the seventh century B.c.E. 
Ancient Rome acquired much Greek sculpture 
through its army’s looting during the first and 
second centuries c.z. Much of this sculpture— 
especially in bronze, widely used but often later 
melted down—has survived only through ancient 
Roman copies, usually in marble. Unlike the 
Greeks, who tended to associate sculpture with 
religious practice, the Romans considered these 
works to be art objects worthy of copying and col- 
lecting. Accordingly, the Roman empire became the 
center for a burgeoning market in sculpture. Sculp- 
ture workshops were spread across the empire, es- 
pecially near urban centers where demand for 
sculpture was high. Buyers came from all social 
backgrounds and commissioned a wide range of 
objects, from mundane portraits and sarcophagi 
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to the famous Laocoon (first century C.E.), made by 
Greek sculptors for a Roman patron. 

The decline of the Roman empire brought a 
decline in sculpture markets. Sculpture during the 
Middle Ages became largely architectural: the 
entry portals at Saint Pierre in Moissac (c. 1115- 
1135) and at Saint Lazare in Autun (c. 1130), both 
in France, incorporate perhaps the best examples 
of Romanesque sculpture, and the central portal 
at the cathedral in Reims (c. 1225-1290) in France 
includes important Gothic examples. Small-scale 
sculpture achieved some circulation in Europe 
because of the era’s extensive population move- 
ment. Likewise, sculpture was increasingly de- 
signed to be moved: the small Harbaville Triptych, 
for example, a detailed, finely worked Byzantine 
ivory relief carving from the late tenth century, 
was made expressly as a portable altar. 

The Italian Renaissance is traditionally de- 
fined as the rediscovery of Greco-Roman culture; 
it was spurred in part by the rediscovery of Ro- 
man copies of Greek sculpture. The Renaissance 
also marks the emergence of what we recognize 
today as the modern art market: from the late fif- 
teenth century onward, a constant trade in both 
historical and contemporary art emerged and was 
sustained by private collectors, from royalty to— 
by the nineteenth century—the middle classes. 
Interest in ancient statuary can be traced to the 
early fifteenth century, when the return of the 
papacy to Rome in 1415 following the Great 
Schism prompted building projects there that re- 
sulted in the discovery of many artifacts. Papal 
collections began during roughly this period and 
were primarily responsible for exhibiting the an- 
cient art that would fuel the Renaissance. Sixtus 
IV is typically credited with creating the first pub- 
lic art collection in 1471, which included bronze 
Etruscan statues. Julius II bought the Laocoon af- 
ter its discovery in 1506 and added it to his sub- 
stantial collection of Roman works. 

Rulers elsewhere in Europe entered these 
markets—or engaged in looting during military 
campaigns—during the fifteenth and sixteenth 
centuries: after conflict in Italy, the French king 
Louis XII and his court built collections of Italian 
art, while his successor, Francis I, pursued ancient 
statuary. In the seventeenth century, the French 
royal collection, augmented especially by Louis 
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XIV—who made the acquisition and public dis- 
play of antique sculpture, whether original or as 
copies, a priority—grew rapidly, as did the short- 
lived English collection of Charles I. Royal minis- 
ters also built significant collections during this 
period: Thomas Howard, the earl of Arundel, 
owned one of the more notable collections of 
Greco-Roman statues. 

From the eighteenth century onward, the 
sculpture market—like art markets more gener- 
ally—broadened to include buyers beyond the 
royal court. Liberated from architecture by the 
Renaissance, sculpture served roles familiar since 
ancient Mesopotamia and Egypt: commissioned 
most often by the wealthy and powerful, sculp- 
ture was used for portrait busts, funeral monu- 
ments, and home and garden decoration. England 
emerged as one of the most important countries 
for the collection and resale of art, while Italy con- 
tinued to hold its place as the center for trade in 
ancient statuary. Collections in England were 
started and enriched by the Grand Tour, the 
semiritualistic travels of the nation’s young elite 
throughout Europe to study art and culture. Italy 
was an important destination, where these trav- 
elers typically purchased sculpture, typically 
small-scale copies of famous works, which were 
then either carried or shipped to England for do- 
mestic display. Throughout eighteenth-century 
Italy, workshops filled with copies and some origi- 
nal work catered to these Grand Tourists; the 
Lazzerini family in Carrara, in business from 1670 
to 1942, was one of the more prominent. These 
workshops proliferated in the nineteenth century, 
when international tourism became more wide- 
spread: Murray’s Handbook for Travellers in Central 
Italy (1861) referred to Carrara as “one continu- 
ous studio.” 


PRIVATE COLLECTORS 


Private collectors could also acquire sculpture 
through auction houses, which in England rose 
to prominence by the 1730s, although the now- 
dominant Sotheby’s (1744) and Christie’s (1766) 
were relative latecomers. The eighteenth century 
likewise witnessed the emergence of state muse- 
ums formed to oversee both large private and 
royal collections, such as the British Museum 


(1759) in London and the Louvre (1793) in Paris. 
By the nineteenth century, museums—especially 
new American art museums with slim holdings— 
were important players in the sculpture market, 
not only for ancient and contemporary sculpture, 
but also for copies of famous ancient works. In- 
creasingly oriented toward an encyclopedic sur- 
vey of the history of art, these museums seized 
on ancient sculpture in any form as instant au- 
thority and prestige. 

Since the seventeenth century, many coun- 
tries—especially Italy and Greece—have tried to 
restrict the export of sculpture and other art ob- 
jects. Papal edicts in the sixteenth century, from 
Paul III in 1534 to Gregory XIII in 1574, represent 
early efforts to stem the flow of art from Rome, 
yet they, like more extensive edicts in 1733, had 
little effect. Only after World War II were legiti- 
mate exports of significant, historical Roman art 
fully regulated. Greece took decisive strides to- 
ward regulation during the second half of the 
nineteenth century, and from the later nineteenth 
century, museums near excavation sites in Greece 
and the Near East were developed for the exhibi- 
tion of artifacts, such as at Olympia, Delphi, 
Seljuk, and Tripoli, all notable for their ancient 
sculpture holdings. Beginning in the early 1900s, 
Great Britain likewise experimented with legisla- 
tion limiting the export of art, primarily to defend 
against the increasing wealth and power of 
American collectors, although not until the 1950s 
were any substantial regulations put in place. 

Despite controls in these and other countries, 
illegal trade in sculpture and other cultural objects 
continues to flourish. In 2000, according to Interpol 
statistics, almost 1,600 pieces of sculpture in Italy 
alone were stolen. War has always sparked illegal 
trade: after 1794, for example, the Louvre swelled 
with art objects looted by Napoléon Bonaparte’s 
army from around Europe, although most objects 
were returned after 1815. Only that of Adolf Hitler 
has rivaled Napoléon’s plunder. Although smaller 
in scale, recent civil disruptions around the world 
have likewise resulted in the disappearance and 
likely illegal trafficking of sculpture, from pre- 
Colombian San Agustin statues from Colombia to 
soapstone cult statues from Nigeria. 


J.E. Luebering 


See also: British Empire; Greek City-States; Roman Empire. 
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SERVICE SECTOR 


The portion of an economy that comprises in- 
tangible activities rather than commodities. 


The service sector of any economy encompasses 
a wide range of occupations. Financial advisors, 
brokers, insurance agents, and accountants pro- 
vide services in financial matters. Construction 
workers such as carpenters, plumbers, and roof- 
ers also offer services. Tourism is one of the larg- 
est employers of service workers. Hotels, motels, 
restaurants, airlines, transportation systems, and 
convention center workers assist travelers and 
businesspeople. The entire medical profession 
falls under the service sector as well. Educational 
facilities, which mushroomed in the last half of 
the twentieth century, require thousands of pro- 
fessors and support staff. The proliferation of liti- 
gation during the same period resulted in an 
increase in the number of lawyers and law clerks 
required to handle the staggering number of 
cases. Since proximity to the courts is a consider- 
ation for large law firms, real estate companies 
build skyscrapers in the downtown business dis- 
trict and leasing agents arrange for the terms of 
the contract and the needs of the occupants. The 
entertainment industry is part of the service sec- 
tor as well. Even though Hollywood exports films 
around the world, most of the industry consists 
of the employees of the movie theaters, stage pro- 
duction companies, theme parks, concert halls, 
and other venues. 
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SERVICE SECTOR BEFORE THE 
TWENTIETH CENTURY 


Historically, the nature of the service sector cre- 
ated a largely localized economy. Consumers shop 
for services within their own neighborhood or 
city. For instance, dry cleaners usually provide 
their services to customers within a five-mile ra- 
dius of their homes or businesses. The exception 
to this rule is a service that is unique and can be 
obtained only in a few places. Such businesses 
offer their services within their own states and 
across the country, but rarely offer these services 
across national borders. That is not to say that 
some services are not international in nature. 
Lloyd's of London, the world’s largest insurance 
company, sells marine and other insurance poli- 
cies to customers around the world. But even 
Lloyd’s operates branch offices rather than serv- 
ing all policyholders from London. 

Even though the service sector expanded ex- 
ponentially in the twentieth century, the indus- 
try has remained limited in nature historically. 
In ancient times, most of the service functions 
were performed by scribes who could read, keep 
accounts and inventories, and write correspon- 
dence. Servants were in the service category as 
well, since they performed jobs such as cook- 
ing, cleaning, or running the household. How- 
ever, since only the wealthy could afford 
servants, they were not in great demand. Those 
who were not wealthy—the vast majority—did 
not purchase services that they could perform 
themselves: spinning, sewing, cooking, wash- 
ing, gardening by women; and hunting, prop- 
erty upkeep, and other tasks by men. Few had 
the means to attend entertainments on a fre- 
quent basis, and the few who were entertainers 
moved from one place to another. 

With the accumulation of wealth during the 
Middle Ages, the service sector started to de- 
velop and gradually expanded beyond the im- 
mediate locale of the service provider. By 1171, 
Venice had established the first bank with a few 
employees, handling interest payments. Over 
the next six centuries, the banking industry 
adapted to the needs of business and expanded 
the number of services available to customers. 
At the same time, the insurance industry devel- 
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oped. While the earliest form of insurance was 
no more than the splitting up of cargo on many 
ships or caravans to minimize the risk of loss, by 
the seventeenth century the volume of trade 
being conducted worldwide required a more 
formal arrangement. Companies like Lloyd's of 
London formed to provide insurance protection, 
especially marine insurance, since most goods 
were transported by ship. 

As merchants began traveling to the annual 
fairs at places like Champagne, entertainers fol- 
lowed them. Musicians, entertainers, storytellers, 
and singers amused participants and helped at- 
tract people to the event. Merchants benefited 
from the increased attendance. 

The age of exploration and discovery brought 
with it an increase in the number of ships and 
crews on the high seas. England protected its 
transportation sector by passing legislation such 
as the Navigation Laws that required goods 
shipped from England or any of its colonies to be 
on English ships with at least three-fourths of the 
crew of English descent. Besides ship crews, the 
shipment of goods required support services such 
as warehousing, ship repair, and cargo handlers. 
The shipment of raw materials from the colonies 
to the mother country was essential for the suc- 
cess of the mercantile system. 

The triangle trade affected the service sector 
on a major scale. Not only were men needed for 
the crews of ships, but the trade also involved the 
transfer of millions of slaves from Africa to the 
New World. These slaves worked on sugar, to- 
bacco, and cotton plantations and functioned as 
the backbone of the colonial economies. During 
the nineteenth century, the use of slave labor fa- 
cilitated a boom in the cotton industry and the 
United States produced most of that commodity 
for worldwide consumption. 

The switch to a market economy during the 
mid-1800s meant another increase in the service 
sector. As the century progressed, governments 
increasingly regulated industry and business, 
which led to the departmentalization and spe- 
cialization of occupations. Lawyers were required 
to attend law schools instead of simply appren- 
ticing with another attorney. Doctors were re- 
quired to attend medical schools before they 
could practice medicine. Teachers studied at in- 


stitutions of higher learning to earn college de- 
grees. Johns Hopkins University offered gradu- 
ate degrees. Most service professionals were 
required to obtain advanced training, and that 
trend led to the establishment of new universi- 
ties. Progressivism nurtured the development of 
the service sector. 


SERVICE IN THE MASS 
PRODUCTION AGE 


The transportation revolution of the 1920s was 
also affected. Henry Ford is credited with reduc- 
ing the cost of the automobile through the imple- 
mentation of the assembly line. At the same time, 
to increase the number of customers who could 
afford his vehicles, he increased the wages of his 
workers to an unprecedented $5 a day. The work- 
ers purchased his cars, and the business boomed, 
as did most other businesses in the 1920s. Along 
with the sale of automobiles, the economy ex- 
panded as the number of service-sector jobs rose. 
Gas station attendants assisted customers by fill- 
ing their gas tanks and cleaning their wind- 
shields. 

As more people traveled the roads, a new in- 
dustry, the roadside motel, became an employer 
of service personnel from maids to clerks. Res- 
taurants appeared along the busiest thorough- 
fares, and these establishments employed cooks, 
waitresses, and bus boys. Tourism, in its early 
stages, required employees to assist customers 
with their transportation and lodging needs. With 
money to spend and time on their hands, Ameri- 
cans frequented baseball games, movie theaters, 
and dance clubs. The passage of the Sixteenth 
Amendment (personal income tax) meant that 
more accountants and attorneys offered their ser- 
vices to clients who needed their assistance. 

The banking industry, regulated since 1913 by 
the Federal Reserve Bank, was closely tied to the 
insurance industry. In many cases, the same com- 
panies provided both services. Stockbrokers re- 
mained busy from 1921 to 1929 selling securities 
to the wealthy and the average worker, usually 
on margin. The proliferation of new appliances, 
from refrigerators to vacuum cleaners, hit the con- 
sumer market just as credit became readily avail- 
able. Consumer financing allowed people to 


purchase goods for a small monthly payment. 
Credit companies offered low interest rates and 
made credit easy to obtain. 

Then the stock market crash of 1929 occurred 
and the service sector was hit the hardest. Stock- 
brokers lost their customers as their assets disap- 
peared. Those individuals who had purchased on 
margin found themselves deep in debt. Credit 
companies folded, as did many banks and insur- 
ance companies. With little or no money to spend, 
many Americans purchased only the bare essen- 
tials and had to forgo the luxury of entertainment 
and travel. Eventually, the Great Depression also 
affected the manufacturing sector as the nation 
struggled to wrestle free from the depths of eco- 
nomic despair. 

In 1932, Franklin D. Roosevelt was elected 
president. During his first 100 days in office, he 
initiated a series of changes designed to ease the 
economic plight of the nation. A bank holiday was 
called, and auditors reviewed the bank records 
to assess whether or not institutions were solvent. 
Banks that reopened would have their depositors’ 
funds guaranteed by the Federal Deposit Insur- 
ance Corporation. Companies were no longer able 
to offer both banking and insurance services. 
Under the New Deal legislation passed by Con- 
gress, several agencies were established to pro- 
vide employment for the needy. The Civilian 
Conservation Corps worked to protect soil from 
further erosion—a serious problem throughout 
the Dust Bow] states like Oklahoma. The Works 
Progress and Civil Works Administrations pro- 
vided employment for writers, artists, musicians, 
landscapers, and engineers. New schools, air- 
ports, and other forms of infrastructure were con- 
structed or remodeled. The government became 
a major contributor to the revival of the service 
sector, but still the economy languished. The out- 
break of World War II and the sale of goods to 
European nations finally brought the nation out 
of the depression. 

While the war continued, both manufactur- 
ing and services flourished. After the war, this 
trend continued but over the next several decades 
the service sector exploded as servicemen took 
advantage of the GI Bill to further their educa- 
tion. Most of the college graduates entered ser- 
vice-related fields such as medicine, law, and 
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engineering. The domestic market flourished. 
Research and development from the war yielded 
a wide array of new electronic items such as tran- 
sistors and mainframe computers. This break- 
through in technology and goods led to the 
creation of new telecommunications equipment. 
Companies expanded as Americans bought 
goods with the funds that they earned during 
the war but could not spend because of wartime 
rationing. 


SERVICE SECTOR AND THE 
COMMUNICATIONS 
REVOLUTION 


Then came the real communication revolution. 
The government had used mainframe comput- 
ers for decades, but the introduction of the per- 
sonal computer changed the course of the 
service industry. Like the automobile before it, 
the personal computer created a ripple effect. 
Software companies offered new programs to 
expand the use of the computer. Video games 
appeared with the introduction and sale of Atari, 
Gameboys, Gamegears, Nintendos, Super- 
Nintendos, and the XBox. As the number of 
households that had computers grew, the gov- 
ernment approved the public’s use of the 
Internet. Information was available with the 
click of a mouse (after the distribution of the 
Windows software program). 

Access to the Internet opened up a whole new 
service industry. People could connect to a cen- 
tral Web site and play video games online with 
other players. Day traders could buy and sell 
market shares instantaneously without the assis- 
tance of brokers. The stock exchanges revolution- 
ized their systems, offering twenty-four-hour 
services over the Internet. Web sites such as eBay 
were established to offer round-the-clock auc- 
tions. Companies like FedEx and United Parcel 
Service offered next-day service domestically and 
to most international destinations. These ship- 
ments, through the use of computers, could be 
instantly tracked and customers updated as to 
their location en route. Customers from all over 
the world could access company Web sites to pur- 
chase goods and services. Dot-com companies 
dominated the stock market throughout the 


818 SERVICE SECTOR 


1990s. Stocks soared, and credit cards companies 
offered accounts to millions of people. 

While the service sector soared to account for 
up to 70 percent of the gross national product of 
industrialized countries, manufacturing jobs 
moved to other countries like Mexico, China, and 
Taiwan. Still, the Western countries enjoyed pros- 
perous times because the profits earned by the 
service sector compensated for the loss of revenue 
from the manufacturing sector. 

However, by the turn of the twenty-first cen- 
tury a new trend developed: service jobs began 
moving overseas. Through the use of fiber optic 
technology, call centers for credit companies as 
well as customer service call centers for a variety 
of companies such as Microsoft, Morgan Stanley, 
IBM, Citigroup, Intel, Cisco, Motorola, HP, Oracle, 
Yahoo, and Ernst and Young employed foreign 
workers. Industry analysts estimated that in 2002, 
U.S. companies exported more than $20 billion in 
outsourcing contracts to three countries: Ireland 
($8.3 billion), India ($7.7 billion), and Canada ($3.7 
billion). By 2008, they expect that figure will climb 
to $57 billion annually. 

The one common element these countries 
share is that the 4 million workers employed in 
the information technology services had English 
as their first language. Recent backlash from con- 
sumers who have recognized foreign accents and 
inquired as to the location of the call center have 
forced these companies to insist that the employ- 
ees use English names and attend classes to speak 
with an American accent. Still, labor unions con- 
tinue to raise the issue of outsouring since displaced 
manufacturing workers in industrialized nations 
have no alternative occupation to rely on. If the 
current trend continues, the ability of Western 
economies to sustain the current level of consump- 
tion of goods produced around the world will drop 
and trade will be adversely affected unless there is 
another business sector that emerges to absorb the 


unemployed workers. 
Cynthia Clark Northrup 


See also: Consumerism; Entertainment; Financial Institutions; 
Internet. 
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SEVEN YEARS’ WAR 


A global conflict fought between 1756 and 1763 
in Europe, North America, and India. 


Pitted against Prussia, Great Britain, and Hanover 
were France, Austria, Russia, Saxony, Sweden, 
and, after 1862, Spain. The battles fought in Eu- 
rope mainly ended in draws, and European 
boundaries were returned to prewar status as de- 
termined by the Treaty of Hubertusburg in Feb- 
ruary 1763. Protracted negotiations took place 
between Prussia, Austria, and Saxony. This treaty 
marked the ascendancy of Prussia as a leading 
European power. The Treaty of Paris (1763), end- 
ing the conflict in North America and in India, 
settled differences between England, France, and 
Spain. Great Britain emerged as the world’s lead- 
ing colonial empire. The war was also Russia’s first 
major involvement into European diplomatic and 
military affairs. 

Initially, the War of the Austrian Succession 
(1740-1748) humiliated the Austrian monarchy. 
Attempting to recover Silesia from Prussia, Em- 
press Maria Theresa, before the conclusion of 
hostilities, had successfully secured the coopera- 
tion of Tsarina Elizabeth of Russia. The years im- 
mediately following the Treaty of Aix-la-Chapelle 
of 1748 witnessed Austrian ambassador, and later 
chancellor, Wenzel Kaunitz’s attempting to gain 
favor with France. The diplomatic tables in Eu- 
rope had been set in motion for a future conflict. 


COMPLEX ORIGINS 


The Seven Years’ War was complex in its origins. It 
entailed two major areas of conflict. First, there was 
the colonial rivalry between France and England 
involving trading rights and access to raw materi- 
als and markets in the New World. In India, fight- 
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The global struggle between France and Britain in the 1750s and 1760s—known in the United States as the French and Indian War, 
elsewhere as the Seven Years’ War—led to the triumph of Britain as the world’s dominant political and economic power. Shown here is the 
death of British general James Wolfe during the siege of Quebec City in 1759. (Library of Congress) 


ing among native factions, including the struggle 
between Joseph Dupleix, the French governor, and 
Robert Clive, the British statesman, was another 
aspect of the colonial rivalry. Second, in Europe 
the struggle for supremacy in Germany between 
the House of Austria and the emerging kingdom 
of Prussia set the course of battle on the Continent. 

The Seven Years’ War in North America is re- 
ferred to as the French and Indian War in Ameri- 
can history texts and the Seven Years’ War in 
European texts. With respect to the European the- 
ater, it was another war of partition. Austria, Rus- 
sia, and France had set out to partition the newly 
established kingdom of Prussia. The conflict 
in Europe was less an affair of peoples than of 
states and standing armies. The Prussian army was 
the most efficient in Europe and was led brilliantly 
by Frederick II. Initially, however, Frederick’s army 
was no match against France and Austria. Both 


France and Austria entered into an alliance in 
1756—commonly referred to as the “diplomatic 
revolution.” Frederick, who had gained British 
backing through the Treaty of Westminster (1755), 
opened hostilities by invading Saxony. In Janu- 
ary 1757, war was declared on the aggressor in 
the name of the Holy Roman empire. Austria con- 
cluded alliances with France and Russia and was 
later joined by Sweden. The main phase of the 
continental war in Europe started with the Prus- 
sian invasion of Bohemia early in 1757. 
Frederick’s initial victories were short lived. 
Fighting three states, and with no ally except En- 
gland (and Hanover), whose aid was almost en- 
tirely financial, he now found himself in a desperate 
situation. He was badly beaten at Kunersdorf (Au- 
gust 1759), and in November 1759, a Prussian army 
of 13,000 was captured at Maxen. In October 1760, 
the Russians took Berlin. Fortunately for Frederick, 
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the enemy coalition fell apart—France, fighting En- 
gland across the Atlantic, lacked enthusiasm, the 
Austrian alliance grew unpopular in France, and 
the Russians “found that the more they moved 
westward the more they alarmed their Russian al- 
lies.” In 1762, when Tsarina Elizabeth died, her suc- 
cessor, Peter III, called off hostilities—better known 
as the “miracle of Brandenburg.” By the Treaty of 
Saint Petersburg in 1762, Russia restored all con- 
quests and Sweden followed suit. Facing only the 
Austrians now, Frederick easily secured military 
victory. At the Peace of Hubertusburg, he retained 
all possessions, including Silesia. 

The Seven Years’ War in the New World started 
in 1756 with the outbreak of hostilities. It was prin- 
cipally a dispute between France and Great Brit- 
ain. Great Britain allied itself with Prussia in Europe 
due to the strength of the strength of the Prussian 
army, allowing it to concentrate its naval might on 
the European powers and in the Americas. At stake 
was “the supremacy in the growing world economy, 
control of the colonies, and command of the sea.” 
On the American mainland the French had more 
territory, but the British had more inhabitants. One 
source of French strength was gaining the support 
of the Native Americans. This was a result of the 
French being few in number, not threatening to take 
land from the Indians, and the Catholic missionar- 
ies being far more active than their Protestant coun- 
terparts when it came to intercultural contact. 

Economically, the French and British empires 
“were held together by mercantilist regulations 
framed mainly in the interest of the home coun- 
tries.” Under the British Navigation Laws, English 
subjects were required to use empire ships and 
seamen, whereas the French could use ships of 
other nations. British sugar planters had to ship 
raw sugar to the homeland to be refined and sold 
in Europe; French planters were free to refine their 
sugar in the islands. British colonials could not 
manufacture ironware and many other articles for 
sale and were required to buy such finished prod- 
ucts from the mother country. The West Indies 
was also an important market for British goods. 

The war on the North American continent be- 
gan on May 15, 1756. British leader William Pitt 
concentrated his efforts on the navy and colonies, 
while also financing Frederick of Prussia’s cam- 
paigns on the continent. The course of fighting was 


occasional. In 1758, British forces successfully took 
Fort Duquesne and then Fort Louisburg. Because 
of naval superiority, the British gained entry to the 
Saint Lawrence River and moved upstream to 
Quebec. In 1759, troops led by General James Wolfe 
stormed the Plains of Abraham and captured the 
city of Quebec. French resistance, as well as con- 
trol, on the American mainland was over. With 
superior naval power, the British also occupied 
Guadeloupe and Martinique in the West Indies and 
the French slave stations in Africa. 

In addition, although the British and French 
governments had little intention of territorial con- 
quest in India, the trading companies were “over- 
come by the chance to make personal fortunes 
[and] dreams of empire.” When war came to In- 
dia in 1756, Robert Clive took charge of British 
military operations. The French were favored in 
Bengal by Suraja Dowla, the local Muslim ruler. 
Again, British sea power proved decisive. British 
victories at Plassey (1757) and Pondichery (1761) 
destroyed French power. In 1759, British naval of- 
ficer Edward Hawke defeated the French at 
Quiberon Bay. The entry of Spain, “alarmed for 
the safety of its own American empire” and with 
the Family Compact of 1761, was of no conse- 
quence to the French military effort. 


WAR’S CONCLUSION 


The Seven Years’ War concluded with the Treaty 
of Paris in February 1763. France ceded to Britain 
all French territory on the North American main- 
land east of the Mississippi. Canada became Brit- 
ish, and the Thirteen Colonies were protected 
from French intrusion beyond the Allegheny 
Mountains. France ceded all holdings west of the 
Mississippi River to Spain. France did receive back 
Guadeloupe and Martinique, as well as most of 
its slave stations in Africa. In India, France retained 
its commercial possessions at Pondicherry and 
other towns. Although the war resulted in a deci- 
sive British military victory, French trade with 
America and the East grew as rapidly after the 
war as it had before it. For North America and 
India, the 1763 Treaty of Paris proved crucial to 
future developments. America north of Mexico 
became an integral part of the English-speaking 
world, and in India the British government, at first 


reluctant, was drawn into an expanding policy of 
territorial occupation. British political rule in In- 
dia encouraged commercial development. The 
North American colonies, along with India, be- 
came the economic lifelines to an emerging Brit- 
ish empire in the late eighteenth century. 


Charles FE. Howlett 


See also: Wars for Empire. 
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SHANGHAI 


One of the world’s best seaports, which is lo- 
cated in eastern China. 


China’s largest and richest city, Shanghai has been 
at the center of political, economic, and military 
events for almost two centuries. While often por- 
trayed in Western literature as being merely a fish- 
ing village before the Treaty of Nanjing in 1842 
opened it to Western trade, Shanghai's proximity 
to the Yangtze River and the Grand Canal had long 
made it a trade hub. Shanghai's economic and 
political importance increased dramatically after 
the First Opium War (1839-1842) and the Treaty 
of Nanjing opened Shanghai and four other 
“treaty ports” to foreign trade. While its role was 
diminished after the communists took power in 
1949, reforms begun under Deng Xiaoping in the 
late 1970s again made Shanghai central to China’s 
economic development. 


SHANGHAI'S EARLY 
EMERGENCE 


Shanghai was first recognized as a “market town” 
in 1074 c.z. by the Song dynasty (960-1279) and 
was promoted to “market city” in 1159. Shanghai's 
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location literally on the sea made it a natural site 
for salt production, fishing, and trade. It grew 
throughout the Yuan dynasty (1260-1368), with 
its population exceeding 500,000. An ambitious 
dredging project at the beginning of the Ming 
dynasty (1368-1644) redirected and merged the 
Songjiang and Huangpu Rivers, cementing 
Shanghai as the dominant port on the Yangtze. 
Japanese merchants established regular trade 
with Shanghai during the fifteenth century. The 
Japanese pirates that followed became such a 
problem that in 1554, a wall was built to protect 
Shanghai. Nonetheless, the Ming rulers’ inabil- 
ity to control the seas caused trade, and thus 
Shanghai, to decline significantly. 

Shanghai began to grow again during the 
Qing dynasty (1644-1911) because of the rise of 
the cotton industry. Shanghai's soil is particularly 
well suited for cotton production, and its location 
at the intersection of the Yangtze River and Grand 
Canal made it the central node of both cotton pro- 
duction and distribution. 


INTERNATIONAL TRADE, THE 
OPIUM WARS, AND THE TREATY 
OF NANJING 


After the Qing rulers reopened ports to foreign 
trade, silk, cotton, tea, manufactured paper, and 
fertilizer traveled through Shanghai's national 
and international trade networks. Seeking to limit 
foreign influence, the Qing reversed directions, 
restricting all foreign trade to Guangzhou (Can- 
ton) in 1757. The British East India Company im- 
mediately sought diplomatic help in reopening 
Shanghai. 

The explosion in tea consumption in Great 
Britain in the 1700s led to a considerable trade 
deficit with China. British traders responded to 
the trade deficit by selling opium to China. The 
Chinese passed several laws and repeatedly asked 
the British to curb the opium trade. Nonetheless, 
opium consumption soared, easily offsetting Brit- 
ish tea consumption by the 1830s. Opium became 
even more of a drain on China’s society and 
economy after the British East India Company lost 
its monopoly on trade in 1833. Lin Zexu, a gov- 
ernment official, ordered the opium trade to 
stop, confiscated and destroyed 20,000 chests of 
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A major port for Chinese trade, much of Shanghai was divided into European (and Japa- 
nese) concessions, districts where foreign merchants and administrators held virtually 
total economic and political control. Shown here is the French concession in the Chinese 
city of Shanghai around the turn of the twentieth century. (Library of Congress) 


opium held by foreigners. The drug traders ap- 
pealed to and then supported the British navy as 
it bombarded and conquered several ports, includ- 
ing Shanghai. 

The First Opium War and the subsequent 
Treaty of Nanjing achieved what successive trade 
missions could not: to open Shanghai and four 
other cities as “trade ports.” The Chinese also had 
to cede Hong Kong and extraterritorial areas in 
each of the trade ports. These areas were not sub- 
ject to Chinese law, taxes, or tariffs. China quickly 
engaged in treaties with other Western powers 
that guaranteed that all foreign traders received 
the same advantages through linked most-fa- 
vored-nation clauses. 

The British established their first settlement 
in Shanghai in late 1843 and were quickly fol- 
lowed by the French in 1846. The Americans came 
in 1862, merging with the British to form the In- 
ternational Settlement in 1863. The French main- 
tained a separate settlement. These settlements 


had their own police force, justice system, and 
social customs. Foreign traders founded the 
Shanghai Municipal Council and Chinese Mari- 
time Customs in 1854, giving them a powerful 
local government with effective control over tar- 
iffs, taxes, and trade. Tensions flared again in 1860, 
which led to more conflict and Chinese conces- 
sions. Shanghai served as a bridge between the 
prosperous southeast and the powerful but more 
isolated northeast, quickly making it the domi- 
nant port of the Yangtze River. By the end of the 
nineteenth century, Shanghai accounted for $4 
billion in trade with the British alone. Chinese 
businesses began relocating to the foreign settle- 
ments, creating a booming real estate market. 
Shanghai became a financial center by control- 
ling much of the world’s supply of tea, silk, and 
opium. Powerful Chinese gangs called the Triads 
took over opium distribution as the international 
community began to crack down on the drug 
trade. 


AT THE HEART OF POLITICAL 
EVENTS 


The economic inequality that resulted from 
Shanghai’s unique economic development led to 
considerable unrest at the beginning of the twen- 
tieth century. Mao Zedong was in attendance as 
the Chinese Communist Party was founded there 
in 1921. Poor working conditions at Japanese fac- 
tories then led to the May 30 Movement in 1925. 
While Guomindang (Nationalist) and communist 
forces had had an uneasy alliance, Chang Kai- 
shek gathered support from the Triad and ordered 
a surprise attack on the communists in Shanghai 
in 1927. The Japanese later took military control 
of Shanghai and other parts of China until the 
end of World War II. In 1943, the Western powers 
relinquished their rights to the settlements. 


REEMERGENCE 


Shanghai continued its role as a manufacturing 
and trade hub after communists took control in 
1949. While still an important economic base, 
much of Shanghai's wealth was shifted to other 
parts of China. This situation changed with the 
open market reforms of Deng Xiaoping in the late 
1970s. Shanghai blossomed in the 1990s, as Shang- 
hai politicians became national leaders. Prime 
Minister Zhu Rongji and former president Jiang 
Zemin were all mayors of Shanghai. The empha- 
sis on Shanghai's development has produced 
double-digit growth in trade. Shanghai has again 
reclaimed its role as China’s dominant trade and 
financial center. 


W. Chad Futrell 


See also: China. 
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SHIPS 


Vessels used to transport goods and people 
along rivers or across oceans and seas. 
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From ancient times, ships have been used to 
transport goods along rivers. In ancient Mesopo- 
tamia, vessels were primarily barges or flat boats 
made waterproof by attaching animal skins to 
the wood. These first boats, while rather rudi- 
mentary, stimulated trade along the Tigris and 
Euphrates Rivers. As the civilizations along the 
rivers grew, the first ancient civilization emerged. 
The cradle of civilization continued to rely on 
boats to convey materials, people, and messages 
over vast distances. 


SHIPPING AND TRADE CENTERS 


From the first beginning of shipping, new civili- 
zations emerged as prominent trade centers— 
many times because of the advent of improved 
ships that facilitated trade or troops, or both. The 
Phoenicians dominated trade around the Medi- 
terranean Sea for centuries. The first Phoenician 
vessels were no more than flat barges and dug- 
out canoes. From there, the design became more 
sophisticated. At first, the ships required four 
oarsmen rowing oars without rowlocks on a ship 
with a single mast, a crow’s nest, but no sails. By 
the time of Sargon, the ships had fifteen oarsmen 
on each side and a steering apparatus. By 700 
B.c.E., the Phoenicians had developed the bireme, 
a ship with two tiers of rowers on each side that 
allowed for faster travel. The merchant ships were 
able to move around the Mediterranean quicker 
than any other ship until the development of the 
Greek trireme. The use of the trireme provided 
ancient Athens with a distinct advantage in mov- 
ing around the eastern Mediterranean. Still, these 
ships were restricted to travel within sight of land. 
They relied on human and wind power but 
lacked the ability to sail against the wind. The 
Romans were able to dominate much of the Medi- 
terranean with the Roman galleys, although 
much of the trade conducted throughout the 
empire was conducted on land as merchants 
moved with the armies to the far-flung regions 
under Roman rule. 

In the north, the Vikings developed fast ships 
that plied the waters of the Baltic and North Seas. 
Their speed provided them with the advantage 
of lightning strikes and surprise attacks, but the 
ships provided little cargo space. The Hanseatic 
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League developed a more efficient trading ves- 
sel: the cog, which was capable of carrying an 
average of 100 lasts (200 metric tons per last), with 
some ships carrying as much as 200 lasts of goods. 
The league, which concentrated on bulk goods, 
was successful in dominating trade in the Baltic 
region from the thirteenth through the sixteenth 
centuries because of the development of this new 
form of cargo vessel. 

European exploration to the New World relied 
on another new type of ship: the caravel. In the 
late 1400s, the Portuguese, with their navigational 
school, developed this light sailing ship to explore 
the African coast. A broad-beamed ship with two 
or three masts, the caravel relied on both square 
sails and a triangular (lateen) sail used for tacking 
into the wind. The vessels were 65 feet in length 
and were capable of carrying 130 tons of goods in 
their holds. The Spanish developed slightly smaller 
caravels that they used in the 1500s for transport- 
ing goods to and from the New World. The use of 
the caravel opened up oceanic trade and ushered 
in a new era of unprecedented activity. 

The British recognized the need to control 
trade and therefore the necessity of a large navy 
by the turn of the seventeenth century. British 
clipper ships plied the waters of the Indian Ocean, 
the China Sea, and Australia transporting tea, 
cotton, wool, and opium to other regions of the 
world. The absolute domination of the seas by 
Great Britain from the end of the Seven Years’ War 
through the nineteenth century resulted in few 
innovations for ships. 


TECHNOLOGICAL 
INNOVATIONS 


Without competition, the British perceived no need 
to create faster or larger vessels. But in the United 
States Robert Fulton combined ship and steam to 
create the first steam-powered ship, the Clermont. 
The introduction of steamships opened up access 
to the great rivers of the world. Americans west of 
the Allegheny Mountains could transport their 
produce down the Mississippi River to New Or- 
leans and then ship it to the eastern seaboard 
cheaper than transporting it ten miles overland. 
Before the advent of the steamship, goods were 
floated down the river on barges, which were bro- 


ken up and sold for lumber in New Orleans, while 
the farmers returned home on foot. The steamship 
changed that, and farmers who previously could 
make only one trip down the river in the summer 
months could now make several trips. Steamships 
were also used in New York harbor to move goods 
and people quickly from one point to another. 
Steamships played a major role in the exploration 
of the interior of the African continent as well, es- 
pecially after the discovery that quinine could sup- 
press the symptoms of malaria. 

The British Admiralty was slow to recognize 
the benefit of steam-powered ships, but merchant 
fleets converted to new vessels and with the open- 
ing of the Suez Canal in 1869 the travel time from 
Bombay to London was reduced by 51 percent. 
Goods could be moved faster and cheaper than 
ever before. The use of steam created the need to 
establish coaling stations around the world to re- 
fuel the fleet. Consideration was given by Great 
Britain as to the distance between the stations, 
and bases were established to provide the fuel 
needed to keep the world’s most powerful fleet 
on the high seas. 

To make ships lighter and more resistant to 
problems such as leaking, rot, and barnacles, in 
the late nineteenth century ships were con- 
structed of steel. Again, there was resistance by 
the British, but the Americans and the Germans 
developed new fleets that were more durable and 
could withstand the rigors of the sea better than 
their wooden predecessors. 

During the twentieth century, two new forms 
of ships had a vital impact on trade. During World 
War I, the Germans used the Unterseeboot (U-boat), 
or submarine, to sink merchant vessels transport- 
ing goods from the United States to Europe. Al- 
though the U.S. government protested vigorously 
about the sinking of unarmed ships and the loss 
of civilian lives, the Germans continued their 
policy. After the sinking of the Lusitania and the 
interception of the Zimmerman telegram, the 
United States entered the war. The need for battle- 
ships and their accompanying vessels during the 
two wars led to the creation of huge navies, while 
merchant marine ships continued to grow in num- 
bers as well—particularly in the United States. 

Although nuclear power was developed in 
the post-World War II period, most merchant 


ships still rely on power from hydrocarbon fuel. 
Some military vessels, especially submarines, use 
nuclear power. The biggest change in ships since 
World War II has been the development of the 
supertankers. The supertanker is capable of trans- 
porting 500,000 deadweight tons. Problems have 
developed because of the size of these larger ships. 
Some harbors, such as New York, are not deep 
enough for them, so goods have to be offloaded 
in New Jersey and then shipped overland into 
New York. Also, the Suez Canal was too shallow 
for the supertankers and the canal had to be 
dredged to accommodate such ships. 

Ships continue to carry a large portion of the 
world’s trade and will continue to do so in the 
future. Countries with the capability to move 
goods across the oceans will continue to domi- 
nate trade and play a vital role in world affairs. 


Cynthia Clark Northrup 


See also: Hanseatic League; Phoenicia; United States; 
Vikings. 
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SHIPWRECKS 


An invaluable source of data for archaeolo- 
gists, shipwrecks provide information on many 
aspects of trade and daily life. 


Nearly three-quarters of the earth’s surface is cov- 
ered by water. Water at various times in history 
has been both a barrier and an aide to civiliza- 
tion. Many of the earliest civilizations in history 
quickly adapted to their proximity to water and 
used the nearby waterways for irrigation, contact 
with others, and trade. 

Trade has been an important part of past and 
present civilizations, and boats played an integral 
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part in this trade for many reasons. Until the mod- 
ern era, it was always less expensive to transport 
trade goods over water than by land. For example, 
in the Roman period it was cheaper to transport 
goods from Egypt to Rome across the Mediterra- 
nean than to transport them inland in Italy only 
seventy-five miles. Boats could also carry large, 
bulky objects much easier than teams of animals 
or men and were often the only way to move ex- 
tremely heavy items, such as obelisks in Egypt. 
Boats can travel faster than animals for longer 
periods and can reach areas inaccessible by foot, 
such as islands. 

For these reasons, most trade typically moved 
from place to place over water whenever it could, 
whether by river, sea, or ocean. In the last 5,000 
years, this process of shipping goods over water 
naturally resulted in some of the vessels being lost 
because of weather, geography, or human error. 
These losses have resulted in hundreds of thou- 
sands of shipwrecks that litter the inland water- 
ways and ocean floors. 

When a ship meets with a catastrophic end 
and sinks suddenly, it proves to be an invaluable 
source of data for archaeologists. A shipwreck 
provides a snapshot into the past since it preserves 
the single moment in time that it sank. This pro- 
vides valuable information about the vessel and 
the way it was used. It also provides archaeologi- 
cal information about what it carried aboard at 
the time of sinking in the form of cargo, crew, and 
all else that was carried onboard (commercial 
goods, weapons and armaments, and personal 
items). As the field of underwater archaeology has 
developed over the last fifty years, researchers 
have become more skilled in the excavation and 
interpretation of these shipwrecks. 

One avenue of inquiry in which shipwrecks 
play an integral role is in better understanding 
trade routes. An excavated shipwreck often pro- 
vides a complete collection of the commercial 
items onboard. The pottery recovered from a ship- 
wreck can reveal the ship’s stops on its voyage. 
This can help demonstrate trading routes, com- 
mercial links between certain cities, and the type 
of goods traded. Quantifying the number and 
location of wreck sites can also lead to conclusions 
concerning importance of shipping during spe- 
cific periods and in specific regions. The risk that 
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must be kept in mind when doing this type of 
analysis is that the shipwrecks found might not 
be representative of the shipping during their 
time, or that underwater work in certain areas 
might be proceeding faster than in other areas that 
might reveal far different results. 


R. Scott Moore 


See also: Navigation. 
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SLCLLY 


An island situated in the Mediterranean Sea just 
south of the “boot” of the Italian mainland. 


Sicily is bounded on the west and south by the 
Mediterranean Sea, on the east by the Ionian Sea, 
and on the north by the Tyrrhenian Sea. The nar- 
row Strait of Messina separates Sicily from the 
boot of the Italian mainland. The capital of Sicily 
is Palermo. 

The island has a distinctive triangular shape 
and contains several different geographic regions. 
Besides the hills and mountains, including Mount 
Etna on the eastern side of the island, Sicily has a 
wide fertile plain in the east and smaller strips of 
fertile land near Palermo. The temperature is 
moderate, and the growing seasons are long, mak- 
ing Sicily an ideal environment for the produc- 
tion of agricultural goods. 

Like its geography, the people and culture of 
the island are also diverse. Successive conquests 
by the Greeks, Carthaginians, Romans, Arabs, 
Normans, and others have created a distinct Si- 
cilian culture. The original inhabitants of the is- 
land were Elymi, Sicani, and Siculi. Phoenicians 
were the first foreigners to settle, mainly on the 
eastern coast of the island near Palermo. During 
the eighth to sixth centuries B.c.E., the Greeks es- 
tablished many towns on the island, including 
Syracuse, Cantania, Zancle (modern Messina), 


Gela, and Selinus. The Phoenicians reasserted 
their influence briefly over a portion of the island 
just before the Carthaginians invaded and cap- 
tured half of the land around 400 B.c.z. Subse- 
quently, Sicily became involved in a struggle 
between the Greeks and the Carthaginians for 
control of the entire island. With the decline of 
the Greek city-states, Rome emerged as the new 
power in the region. 

During the Punic Wars (264-241 B.c.£.), the Ro- 
mans defeated the Carthaginians and Sicily fell 
under complete Roman rule. Rome relied on Sic- 
ily to provide food and timber for the vast Ro- 
man navy. The policy of using all the resources 
for the benefit of Rome resulted in a depletion of 
the land, forests, and crops, and the economy 
started to rapidly decline. When the Western Ro- 
man empire fell in 476 c.£., barbarian invaders (the 
Goths and Vandals) conquered the island and 
held it until the eastern portion of the empire (the 
Byzantine empire) forced them out in 535. After 
the rise of Islam in the seventh century, Arab in- 
vaders attacked the island for the next two cen- 
turies until 1069, when the Normans arrived. 
During the period of Arab rule, the economy of 
Sicily rebounded as the conquerors promoted 
agriculture, trade, and the arts. Citrus groves of 
oranges and lemons were introduced, and the 
products were sold abroad. The complex irriga- 
tion system built by the Arabs helped to bring 
more land under cultivation. The Norman Roger 
I conquered the island, and Roger II became the 
king in 1130. Through this Norman kingdom, the 
information and culture of the Arabs was trans- 
mitted to western Europe. During the reign of 
Roger II, Sicily was the most prosperous region 
in Europe. Roger II’s heir, the Holy Roman em- 
peror Frederick II (r. 1197-1250), preferred Sicily 
over the rest of his domains. 

The demise of the Hohenstaufen rulers re- 
sulted in Pope Clement IV crowning Charles I 
(Charles of Anjou) as the king of Naples and Sic- 
ily but as a papal vassal instead of as an emperor. 
Charles I was unpopular among the Sicilians, who 
rose up against him in the 1282 Sicilian Vespers 
revolt. The people chose Peter III of Aragon as their 
ruler, but when the Spanish throne passed to the 
Hapsburgs, the island of Sicily was once again 
used for the benefit of the rulers and a few noble- 
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Located between Europe and Africa, Sicily has long been a crossroads for empire and 
trade. Shown here is an early twentieth-century market scene in Palermo, the chief city 


on the island. (Library of Congress) 


men. The economy languished. During the eigh- 
teenth century, the island fell under the rule of 
Savoy, the Bourbon line in Spain, and finally the 
British in 1811-1814. In 1816, Ferdinand I pro- 
nounced himself king of the Two Sicilies, but af- 
ter several revolts Giuseppe Garibaldi conquered 
the island and incorporated it into the kingdom 
of Sardinia. Since Italian reunification, the island 
belongs to Italy but exercises some local autonomy. 

The primary products exported from Sicily are 
agricultural. Wheat, barley, corn, olives, almonds, 
wine, grapes and other fruits, and cotton are the 
main agricultural exports. A wide variety of ani- 
mals are raised, including cattle, sheep, mules, and 
donkeys. The diversity of the marine life around 
the island encourages the exportation of fish. 
Modern exports also include leather goods, tex- 
tiles, fertilizers, chemicals, and ships. 


Cynthia Clark Northrup 


See also: Crusades; Greek City-States; Roman Empire. 
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SILK 


A fine, translucent white-yellowish fiber pro- 
duced by a silkworm in making its cocoon. 


Although there are many different silkworms, 
only the larva of Bombyx mori, or mulberry silk- 
worm, and closely related species produce the 
commercial commodity known as silk. The co- 
coons are first steamed to soften the gum, then 
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Invented by the Chinese, silk—shown here being manufactured in ancient China—was a trading commodity much prized by European 
merchants. (© North Wind Picture Archives) 


the filament is unwound, producing as much as 
2,000 to 3,000 feet from each cocoon. Afterward, 
several strands of filament are woven together to 
produce a stronger thread called raw silk. Next, it 
is prepared for the loom by twisting and doubling 
a number of strands, and then it is boiled to re- 
move the gum. Finally, it is dyed and a variety of 
finishing processes are undertaken. Silk produces 
a variety of fabrics from the plain weaves, such as 
pongee, to pile fabrics (velvet and plush) as well 
as satins and brocades. The quality of silk as a 
material and its versatility ensured that it was one 
of the most valuable and expensive commodities 
of the ancient and medieval worlds. 

A coarser and less expensive variety is wild 
silk produced by the tussah worms of India and 
China. The tussah is now semicultivated in those 
regions. 

Sericulture, as the cultivation of the silkworm 
is known, had been practiced since approximately 
2640 B.c.£. in China, which kept a monopoly on 
silk for 3,000 years thereafter. According to leg- 


end, the third wife of the emperor Huang di, 
Empress Xiling shi (or Xilingji) developed the pro- 
cess of reeling from the cocoon and encouraged 
sericulture development. There are also reports 
that the ancient Greeks had briefly attempted seri- 
culture on the island of Kos. 

Silk from China first reached Europe in com- 
mercial quantities in the second century c.£. and 
sold at fabulous prices in Greece and Rome. Chi- 
nese monopoly on production and sale of silk re- 
sulted in tremendous wealth accumulation as gold 
and silver streamed to China from Europe and the 
Middle East in exchange for the luxury good. In 
fact, Chinese exports of silk played such a crucial 
role in Eurasian commerce that the main transcon- 
tinental trade route became knownas the Silk Road. 
Although taking the eggs of the silkworm was an 
offense punishable by death in China, in 550 c.z. 
two missionaries smuggled the eggs together with 
the seeds of mulberry trees to Byzantium. 

Byzantium quickly became a major center of 
sericulture, and silk became one of the main ex- 


port commodities of the empire. The Arabs 
learned sericulture soon thereafter and spread it 
to the northern coast of Africa. Within a short 
period, merchants and entrepreneurs began to 
raise silkworms in Spain and Sicily. 

Meanwhile, Spanish, Italian, and French cit- 
ies became major centers of silk weaving in the 
twelfth and thirteenth centuries. Silk quickly be- 
came a major trading commodity in Europe and 
the Mediterranean, and its imports from China 
plummeted. England gained an important silk 
industry when the French Protestant refugees fled 
France following the revocation of the Edict of 
Nantes. English colonists in America, in turn, at- 
tempted to develop sericulture in Georgia and 
Pennsylvania, but with limited success. 


Mikhail S. Zeldovich 


See also: British Empire; Byzantine Empire; China; French Em- 
pire; India; Sicily; Silk Road; Spanish Empire. 
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SILK ROAD 


A series of ancient trade routes, collectively 
known as the Silk Road, that linked China, 
Central Asia, the Middle East, and Europe for 
over 4,000 years. 


The term “Silk Road” was first used in 1877 by 
the German explorer Baron Ferdinand von 
Richthofen. Silk and other valuable commodities 
traveled along the road, as did ideas, religions, 
and explorers. As the only permanent transcon- 
tinental conduit of Eurasia, the importance of the 
Silk Road cannot be overestimated. 

In the East, the Silk Road originated in the 
important city of Xi’an in China, then proceed- 
ing west through the Chinese city of Lanzhou, it 
followed the Great Wall to the oasis town of 
Dunhuang. Shortly before Dunhuang, the road 
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Until the development of all sea routes in the sixteenth century, 
the Silk Road—shown here in a woodcut from the Middle Ages— 
was the main transportation route between Asia and Europe. 

(© North Wind Picture Archives) 


split into a northern route that passed through 
the oases cities of Turfan and Aksu, and the south- 
ern route through Miran, Cherchen, Khotan, and 
Yarkand, bypassing the great deserts of Lop Nor 
and Taklimakan. The routes met again in the im- 
portant city of Kashgar in eastern Turkestan be- 
fore splitting once more. The northern route 
headed through Kokand westward into the Cen- 
tral Asian oases cities of Samarkand and Bukhara 
and then farther north into Volga Bulgaria and 
eastern Europe. The southern route went through 
Herat and Merv into Persia and then into the 
Middle East, ending in the ports of Tyre and 
Antioch on the Mediterranean. 

As the name suggests, the main commodity 
traded on this route was silk, which came from 
China and was in high demand in the Roman 
empire and later in medieval Europe and the 
Middle East. China enjoyed a monopoly on silk 
production and sales for many centuries, amass- 
ing enormous wealth in the process. Wool, gold, 
and silver went from the West to China along the 
same road. The eastern section of the Silk Road 
from Khotan to China used to be called the Jade 
Road because of the large quantities of jade trans- 
ported from there to China. 

The Chinese merchants frequently traveled 
as far as Central Asia to sell their silk. The middle- 
men, usually Sogdian traders or Persians, took it 
as far as the Middle East. Eventually, it was 
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Silk Road, 1000 c.e. Prized by Europeans but manufactured in China, silk was perhaps the most valuable internationally traded 
commodity of the Middle Ages. Several overland routes led from Europe and the Middle East to China. 


(Carto-Graphics and Mark Stein Studios) 


purchased at a generous premium by European 
merchants and sold in Europe at astronomical 
prices. Following the loss of China’s monopoly 
on silk production to Byzantium in 550 c.z., the 
importance of silk on the Silk Road decreased. 

The Silk Road had reached its apogee around 
750, and after that traffic along it declined slowly. 
Chinese suppression of Buddhism in the ninth 
century and Islamic persecution of it elsewhere 
on the Silk Road significantly reduced traffic. 

China maintained control over much of the 
eastern section of the Silk Road until the decline 
of the Tang dynasty and the rise of the Tanguts in 
the late tenth century, who were in turn followed 
by the Mongol empire. The western section was 
far more volatile with the Macedonians, Romans, 
Arabs, and Turks, all of whom vied for control of 
its trade. 

The decision by the new Ming dynasty in 
China to isolate the Middle Kingdom dealt a se- 
vere blow to the Silk Road. The last significant 
development that led to its demise was the im- 
provement in naval technology that allowed the 


Portuguese to reach India in the fifteenth century, 
followed by the Dutch, French, and English. 


Mikhail S. Zeldovich 
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SILVER 


A grayish-white metal with the highest ther- 
mal and electric conductivity of all metals; 
often used for coins. 


The first major source of mined silver was in 
Anatolia in modern-day Turkey. Anatolia pro- 


vided the precious metal to craftsmen through- 
out Asia Minor, the Near East, Crete, and Greece. 
The focus of silver production changed after the 
destruction of the Minoan civilization in 1600 B.c.z. 
and the decline of the Mycenaean culture around 
1200 B.c.z. The mines of Laurium near Athens be- 
came the center of silver production, providing 
the metal for the growing Greek civilization. The 
Laurium mines were highly productive, reaching 
their height between 600 B.c.£. and 300 B.c.z. In- 
deed, for about 1,000 years ending around the first 
century c.£., the Laurium mines were the largest 
individual source of world silver production. 
Following the peak of Greek mining in 
Laurium, centers of silver production included the 
Carthaginians’ exploitation of Spanish sources. In 
the aftermath of the Punic Wars, the Romans took 
control of Spanish silver and extended their sil- 
ver mining to other areas of continental Europe. 
The Spanish mines became a key source of silver 
for nearly 1,000 years, although the Muslim con- 
quest of the Iberian Peninsula in the eighth cen- 
tury temporarily halted production. The Spanish 
mines not only provided a substantial portion of 
domestic needs of the Roman empire, but also 
served as an important source of silver for the 
Asian spice trade. To meet these growing com- 
mercial demands, Greece, Asia Minor, and Italy 
supplemented the Spanish production. 


MINING IN THE AMERICAS 


Technological improvements and the “discovery” 
of the Americas in 1492 led to significant expan- 
sion of world silver production. From 1500 
through 1800, Spanish colonies in the Americas 
accounted for over 85 percent of world produc- 
tion and trade. Spanish conquerors first found 
large-scale silver deposits in Mexico in about 1530. 
Mexican production then greatly expanded with 
major strikes in 1540s and 1550s at Zacatecas and 
Guanajuato. In South America, the Spanish dis- 
covered deposits at Potosi in 1545. Potosi soon 
developed into the richest source of silver in the 
world. Spanish silver production in the Americas 
grew until the early 1600s. A decline in produc- 
tion lasted in Mexico until the late 1600s and in 
South America in the early 1700s. The eighteenth 
century saw greatly expanded production. 
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The discovery of American deposits of silver by the Spanish in the 
sixteenth century—including this Mexican mine shown in a photo- 
graph from the twentieth century—brought vast wealth to Europe. 
The influx of silver helped European merchants pay for goods from 
China and India. (Library of Congress) 


Early silver production in the New World was 
limited by the high cost of labor and fuel. Pro- 
duction and profitability grew with the introduc- 
tion of the mercury amalgamation process after 
1550. The supply and cost of mercury became a 
key to Spanish American silver production. At 
first, Spanish miners imported all mercury from 
the royal mine at Almaden, Spain. A large supply 
of mercury was discovered at Huancavelica in the 
Andes during the 1560s. This source then supplied 
all of South America and exported significant 
quantities to Mexican mines. Shortages after 1620 
forced Spain to send mercury from Slovenia to 
its colonies. 

Silver and other New World products contrib- 
uted to the growth of trade across the Atlantic and 
Pacific Oceans. Spanish colonists in the Americas 
imported European goods from the mother coun- 
try, including agricultural products, textiles, and 
other manufactured goods, in exchange for sil- 
ver. Spain developed an elaborate trading system 
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to get colonial silver back to Europe. This system 
included the reaction of the House of Trade, 
wholesale merchants guilds, and the use of offi- 
cial treasure fleets to transport valuable goods. 
This system was subject to constant attacks by 
foreign pirates. Spain’s international trading de- 
clined in tandem with the decline in New World 
silver production. 

New World silver had a profound effect 
around the world. Production of silver in the 
Americas influenced trade and politics in Europe 
and transformed European relations with other 
regions of the world, particularly China and the 
Ottoman empire. The influx of silver into Europe 
led to the sometimes uncontrolled minting of 
coins. Europeans then used these silver coins to 
purchase goods abroad. For example, European 
merchants bought relatively inexpensive goods 
in Istanbul and other ports of the Ottoman em- 
pire. The presence of these merchants and their 
silver often bid up prices in the Ottoman empire, 
leading to high inflation. The Ottoman govern- 
ment reacted by minting more of its own money, 
which in turn led to even more inflation. 


SILVER AND TRADE WITH 
CHINA 


As much as one-third of New World silver ended 
up in China, contributing to great prosperity dur- 
ing the Ming dynasty (1368-1644). Earlier dynas- 
ties had issued paper money and relied on copper 
coins. However, Ming consumers and merchants 
insisted on using gold and silver. Silver became 
the key when the government adopted silver as 
a means of paying taxes in the 1430s, making the 
precious metal the medium of exchange in most 
large commercial transactions. 

China had little silver of its own. Foreign trad- 
ers generally traded silver for Chinese luxury 
items. In the sixteenth century, most silver in China 
originated in Japan. Soon, Europeans became in- 
creasingly involved in the Asian trade and the Por- 
tuguese began shipping silver from Japan to China. 
Other European countries sought to duplicate 
Portuguese success in the China trade. In the 1570s, 
the Spanish established trade with China by send- 
ing silver from Mexico to the Philippines, where 
they exchanged the metal for Chinese silk and 


porcelain. By the early 1600s, the Manila trade was 
greater than the Atlantic trade and the Spanish 
Crown was forced to limit the Pacific trade. 
During the second half of the nineteenth cen- 
tury and into the early twentieth century, there 
were significant technological innovations and 
the exploitation of silver deposits in new regions 
worldwide. Indeed, production over the last quar- 
ter of the nineteenth century quadrupled over the 
average of the first seventy years of the century. 
A good deal of the new production was added 
from major new discoveries in the United States, 
most notably the Comstock Lode area in Nevada. 


SILVER IN THE UNITED STATES 


In 1859, silver was discovered at the Comstock 
Lode near the northern Nevada community of 
Virginia City. Between 1860 and 1880, the 
Comstock Lode was perhaps the most important 
mining center in the world. Miners from Cali- 
fornia’s gold rush poured into Nevada to work 
the silver mines. Investors followed the miners 
from San Francisco in 1860 and founded mining 
companies to exploit the abundant precious metal 
at Comstock. Subsequent public demand for the 
mining stocks led to the formation of the San Fran- 
cisco Stock and Exchange Board in 1862, making 
it the first mining stock exchange in the United 
States. Silver and gold from the Comstock Lode 
contributed to the development of the region. 
Virginia City, Nevada, developed into a city of 
20,000, one of the biggest in the western United 
States. In contrast to California, where profits from 
the gold rush made their way back east or over- 
seas, the Comstock profits benefited the western 
United States, with much of the wealth finding 
its way to San Francisco and helping to finance 
the continued growth of the city. 

Mining became Nevada's primary industry, 
and silver contributed to President Abraham 
Lincoln’s decision to declare it a territory in 1861. 
The territory then became a free state in 1864. 
During the Civil War, the Comstock Lode exer- 
cised a far-ranging political and economic influ- 
ence. The production of some $50 million of gold 
and silver from Comstock mines allowed the na- 
tional government to maintain its credit and 
helped to finance the defeat of the Confederacy. 


Many of the high-grade ores throughout the 
world had been largely depleted by the end of 
the nineteenth century. However, certain ad- 
vances in the early twentieth century allowed for 
increased production worldwide. These advances 
included bulk-mining methods capable of han- 
dling large amounts of lower grade metal ores that 
contained silver and improved extraction and 
separation techniques. Throughout the twentieth 
century, there continued to be growing silver 
output. 


Ronald Young 


See also: Roman Empire; Spanish Empire; United States. 
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SINGER, ISAAC (1811-1875) 


A mechanic and actor who improved the sew- 
ing machine and marketed it for home use. 


Isaac Singer was born on October 26, 1811, to 
Adam and Ruth Singer in Utica, New York. When 
Isaac was nineteen, he started working in a ma- 
chine shop as a mechanic but stayed for only a 
short time before pursuing his passion of acting. 
In 1830, Singer married his first wife, Catherine 
Maria Haley. Five years later, they moved to New 
York City with their first son, William. Always 
restless and anxious to act, Singer became the ad- 
vance agent for a group of touring actors in 1836. 
He left for Boston, where he met Mary Ann 
Sponsler, a woman that he proposed to even 
though he was already married. In 1837, Singer 
returned to New York, where Catherine gave 
birth to a daughter. After Sponslor discovered 
that he was already married, she decided to go 
to Baltimore with him, where she gave birth to a 
son in 1837. 
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While in Baltimore, Singer invented his first 
machine, one for drilling rock, and made a small 
fortune ($2,000) for the patent rights. With this 
money, he organized the Merritt Players and 
toured for five years. At the end of the tour, he 
settled down in Pittsburgh and invented a wood 
and metal carving machine. He patented the de- 
vice in 1849 and then moved to New York to pro- 
duce and market the machine. He arranged to 
work out of the machine shop of Orson C. Phelps, 
who also had two men in his shop that were work- 
ing on a sewing machine. 

The home sewing machine had been invented 
in its original form in 1839 but remained difficult 
to use even after four different modifications or 
improvements. Part of the problem was that the 
machine used the chain stitch, which unraveled 
easily. A Quaker named Walter Hunt devised the 
lock stitch around 1834, but the machine was still 
not practical for home use. Phelps asked Singer to 
look at the machine to see if he had any sugges- 
tions. Singer observed that the curved needle and 
the circular motion of the shuttle were the main 
problems and recommended a straight motion and 
needle that allowed continuous stitching. 

While Singer was working on the machine, an- 
other inventor, Elias Howe, received a patent for 
the sewing machine on September 10, 1848. Howe 
sued Hunt for patent infringement, won the case, 
and then sued Singer, who had formed a partner- 
ship with Phelps and George Zieber, a financier. 
Howe won his case and received a monetary settle- 
ment from Singer as well as royalties on all ma- 
chines sold by Singer in the future. This litigation 
influenced Singer to meet with several other sew- 
ing machine manufacturers and form the Sewing 
Machine Combination, which was the first patent 
pool in the United States. ILM. Singer and Com- 
pany then began marketing their machines for 
home use. By 1860, Singer and Company was sell- 
ing 13,000 machines a year in the United States. 

With the success of the company in the United 
States, Singer decided to establish a factory in 
Scotland that I.M. Singer and Company owned— 
the first such multinational corporation. He then 
continued to set up factories in other parts of the 
world including Paris and Rio de Janeiro. By 1863, 
the company was reorganized as the Singer 
Manufacturing Company and Singer continued 
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Isaac Singer’s invention of the sewing machine revolutionized the 
manufacture and trade in clothing. Shown here is an 1890s’ adver- 
tisement for the Singer Automatic. (© North Wind Picture Archives) 


to serve as a trustee but did not control the day- 
to-day operations of the firm. The spread of home 
sewing machines allowed women around the 
world to produce homemade clothing in a frac- 
tion of the time that hand sewing required, and 
in the process sparked a demand for more fabric. 

Although Singer was successful in business 
because of his improvement of the sewing ma- 
chine, his personal life continued to cause him 
problems. In 1860, he divorced Catherine, his first 
wife, and continued to live with Mary Ann in 
New York, along with their five children. When 
Mary Ann discovered that Singer had become 
involved with one of his workers, Mary 
McGonigal, who had already given birth to five 
of his children and had been living under the 
alias name of Matthews, she accused Singer of 
domestic violence and had him arrested. After 
getting out of jail, Singer moved to Paris with 
McGonigal, leaving behind a fourth wife, Mary 
Eastwood Walters, who had taken the last name 
of Merritt, along with their daughter. Mary Ann, 
meanwhile, sued on the grounds that they had 
lived together for five years in a common-law 
marriage and that she was entitled to a portion 
of his wealth. She initially won a settlement, but 


after she became involved with another man, 
Singer claimed that the common-law marriage 
was still binding and had the settlement re- 
scinded on the grounds of infidelity. In 1863, 
Singer began an affair with Isabella Summerville, 
who was married and pregnant with her hus- 
band’s child. After her divorce, he married her 
and they had six children. 

When Singer died on July 23, 1875, he left be- 
hind an estate valued at $14 million. In addition, 
five wives and companions as well as twenty-two 
of his twenty-four children survived him. His 
name remains synonymous with the home sew- 
ing machine. 


Cynthia Clark Northrup 


See also: Multinational Enterprise. 
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SLAVERY 


The trade in human beings, a centuries-old 
practice, reached its peak in the eighteenth 
century before declining in the nineteenth 
century. 


Slaves are human beings owned by other human 
beings, who have no rights, and are forced to per- 
form services without financial compensation. 
Once enslaved, a person would typically remain 
as such for life, and that person’s children would 
be born into slavery as well. Slaves can be seized 
locally or from foreign countries, thus fueling an 
international trade. Slavery must be distinguished 
from other forms of compulsory labor, including 
indentured servitude, serfdom, child exploitation, 
debt servitude, and forced prison labor. 
Historically, there have been slaves of all races, 
ages, and sexes, though some groups have been 
targeted specifically in certain regions or time 


periods. The most ancient written sources, includ- 
ing the Bible, mention slaves. Ancient Greeks and 
Romans routinely enslaved defeated peoples, as 
did many Native American, African, European, 
Middle Eastern, and Asian societies. Slavery still 
exists in several areas of the world, but the inter- 
national slave trade has been almost nonexistent 
since the mid-nineteenth century. 

The trade in slaves operated along the same 
lines as trade in livestock or other commodities: 
slaves could be purchased, captured, or bred; 
trade took place when a price differential made it 
profitable; buyers bought the product if they 
thought it could bring them profit, pleasure, or 
prestige. Laws governing the slave trade differed 
from other trade laws in that they limited what 
the owner could do with his purchase. Although 
owners could force the slaves to work, they could 
not punish them harshly, and they had a pater- 
nalistic duty to feed, clothe, house, and otherwise 
care for their slaves. 

The largest and most famous example of slave 
trade took place between the sixteenth and the 
nineteenth centuries as European traders trans- 
ported slaves from West Africa, the Congo, Angola, 
and Mozambique to the Americas. Traders— 
mostly French, Dutch, English, Spanish, and Por- 
tuguese—loaded wares, including guns, precious 
metals, and textiles, in European ports such as 
Bordeaux, Nantes, Manchester, and Amsterdam. 
These wares were then exchanged for African 
slaves provided by local African rulers and trad- 
ers (war, debt, and kidnapping were the main 
grounds for enslavement in Africa). These slaves 
then crossed the Atlantic. The death rate for slaves 
during the Middle Passage averaged 20 percent 
in the eighteenth century and 10 to 15 percent in 
the nineteenth century. Some of the major sup- 
pliers for this trade were Brazil, which supplied 4 
million slaves; Spanish America, which supplied 
1.6 million slaves; and the French, Dutch, Dan- 
ish, and British islands in the Caribbean, which 
supplied 3.8 million slaves. Only 5 percent of the 
approximately 10 million slaves shipped to the 
Americas went to the U.S. South. Another 8 mil- 
lion slaves were sent to Europe and the Middle 
East. American slave owners typically bought their 
slaves on credit and used the harvest of tropical 
crops over several years to pay off their debt. The 
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actual crops were used as “cash” since there was 
a shortage of specie such as gold and silver. The 
credit was often extended by the seller of the 
slaves directly, rather than by an intermediary. 

In the first part of the nineteenth century, the 
ideals of the French Revolution, Christian activ- 
ism, and the discovery that paid labor was more 
economically efficient than forced labor con- 
vinced Europeans, most notably the English, that 
the practice of slavery should be abolished. En- 
gland and the United States outlawed the slave 
trade in 1808. Brazil and Cuba followed suit in 
1850 and 1866, respectively. Slavery itself was not 
abolished until 1838 in the English colonies, in 
1793 and then again in 1848 in the French colo- 
nies, in 1863 in the United States state-by-state, 
and in 1888 in Brazil. 


Philippe R. Girard 


See also: Atlantic Trade; British Empire; Slavery; Triangle 
Trade; United States. 
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European traders captured and enslaved black 
Africans in order to meet the high demand for 
a large labor force caused by the rise of the 
plantation system in the Americas starting in 
the colonial era and lasting until the late 1800s. 


Although slavery had been practiced in cultures 
throughout the world since ancient times, it was 
in America from the mid-seventeenth century to 
the Civil War that the institution took its most 
widespread and perhaps most pernicious form. 
The demand for slaves in the American South was 
driven by a form of land tenure and a correspond- 
ing economic system that relied heavily on 
manual labor: the plantation. 

In colonies from Virginia and Maryland to 
South Carolina, Georgia, and Alabama, land 
grants to individuals were generally much larger 
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African Overseas Slave Trade 1450-1850 The slave trade that flourished in the trans-Atlantic world from fifteenth through the 
nineteenth centuries saw an estimated 30 million Africans captured, but with just one in three actually making it to their destinations. 


(Mark Stein Studios) 


than those in the North. Whereas farming in the 
latter region was highly seasonal and generally 
for local consumption, the larger estates and 
longer growing season in the South produced 
large yields of cash crops. Tobacco in Virginia and 
the Chesapeake, rice and indigo in the Carolina 
tidewater, and above all cotton—ultimately from 
the Atlantic coast to Texas—were the mainstays 
of the Southern economy and became valuable 
export products. 

To a number, the plantation crops were highly 
labor-intensive. The elite planter class, which 
owned the means of production—land and tools 
—thus required a system that would ensure own- 
ership of the labor force as well. The initial system 


of indentured servitude at first satisfied the need 
for labor, but the influx of servants eventually 
began to slow. 

And so began the slave trade. By 1760, the 
slave population in the colonies stood at an esti- 
mated 386,000; a majority were on Southern plan- 
tations—many of which required thirty or more 
slaves. By 1790 the total had reached 678,000 and 
by 1860 just under four million. 

The plantation system relied on slaves for its 
very survival; with the end of slavery, the system 
collapsed. In addition to planting, weeding, and 
harvesting the crops, slaves were responsible for 
constructing and maintaining fences, farm build- 
ings, and their own cabins. They made tools, bar- 
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African slaves—like this individual being inspected by slave traders—provided a source of cheap labor for the commercial agricultural 
plantations of the Americas from the sixteenth through the nineteenth centuries. (Library of Congress) 


rels, and their own shoes; they served their own- 
ers and fed the animals. 

Economics and racism ensured the continua- 
tion of the transatlantic slave trade, a trade that 
made blacks into less than human beings. Vari- 
ous laws upheld this inferior status; these laws 
held that the owners’ property rights were supe- 
rior to the natural rights of the enslaved. 

Slaves were purchased or reared because they 
provided agricultural and manufacturing power 
and services. They were essentially capital equip- 
ment that could be used in a variety of ways. For 
this reason, the slave status was tied to the 
woman’s womb—that is, the child took the sta- 
tus of the mother. Children were often sold with 
little consideration for the family structure. 

Although in law the enslaved were consid- 
ered property, many slave owners recognized the 
humanity of the enslaved. The slave code of the 
U.S. South forbade marriages, yet the plantation 


owners ignored this since family life acted as a 
stabilizing factor for slave society. The attachment 
to families discouraged the enslaved from run- 
ning away. The children that resulted from slave 
marriages also maintained the slave population. 

The slave regimes of the different European 
colonies, though varied at times in the way they 
were managed and organized, were harsh. Sla- 
very was maintained through the use of fear and 
violence. Legally, slaves were denied the right to 
marry, vote, sue, take an oath, or benefit from pro- 
ceeds of their own labor. In addition, their free- 
dom of movement was severely restricted. 


Cleve McD. Scott 


See also: Slavery. 
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SMITH, ADAM (1723-1790) 


The founder of classical economics who made 
a powerful case for free trade in his Inquiry 
into the Nature and Causes of the Wealth of 
Nations (1776). 


The Scottish moral philosopher and classical 
economist Adam Smith, drawing on the earlier 
work of his friend David Hume and of Anne 
Turgot and the Physiocrats in France, provided 
the first and greatest systematic statement of clas- 
sical economics in his Inquiry into the Nature and 
Causes of the Wealth of Nations. Smith rejected mer- 
cantilism, which held that governments should 
manage the economy to promote a surplus of ex- 
ports over imports, bringing bullion into the coun- 
try. Instead, Smith argued for a system of natural 
liberty, with individuals assumed to be better 
judges than the government of their own inter- 
ests. Government functions should be limited to 
national defense, administration of justice and 
defence of property rights, and certain public 
works. The market was no chaos of predation and 
uncoordinated decisions; rather, the pursuit of 
self-interest (within an established civil society) 
would induce producers, as if guided by an invis- 
ible hand, to satisfy the demands of consumers. 
Smith identified two determinants of economic 
growth: the share of the population employed pro- 
ductively (as distinct from unproductive employ- 
ment in armed forces, state bureaucracy, or domestic 
service) and, above all, the division of labor. He used 
the example of a pin factory to illustrate the pro- 
ductivity gains resulting from specialization and ex- 
change, as specialized workers developed skill and 
dexterity and invented machines to reduce effort. 
The division of labor is limited by the extent of the 
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In his 1776 book The Wealth of Nations, English economist Adam 
Smith revolutionized thinking about capitalism, advancing the idea 
that each individual in the pursuit of his or her own selfish eco- 
nomic interests contributed to the prosperity of all. 

(Library of Congress) 


market: the larger the market area, the larger the 
scale of production and the greater the productiv- 
ity will be. Recent work on trade theory has re- 
turned to Smith’s emphasis on increasing returns 
to scale as a source of gains from trade. Smith 
stressed the role of transport costs in limiting the 
extent of the market and the benefits from the divi- 
sion of labor, and then pointed out that tariffs and 
other trade barriers act like transport costs in nar- 
rowing markets and restricting productivity gains 
from specialization and exchange. Furthermore, the 
mercantilist goal of a surplus of exports over im- 
ports was undesirable, since the only purpose of 
producing and exporting was to be able to consume. 
For Smith, economic welfare consisted in the stan- 
dard of consumption by the people, not in national 
power or a stock of gold. 


Smith accepted Britain’s Navigation Acts (pro- 
tectionist restrictions on shipping) as an excep- 
tion to free trade because they provided a reserve 
of ships and trained sailors in case of war, and he 
accepted that national defense was more impor- 
tant than opulence. Apart from such rare excep- 
tions, Smith presented a forceful case for free 
trade and critique of protectionism that remains 
influential. 


Robert W. Dimand 


See also: Free Trade; Mercantilism. 
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SOCIALISM 


Political system that allows for the central- 
ized planning of the production and distribu- 
tion of goods. 


Socialism does not have a single sociopolitical phi- 
losophy. It has gradually evolved into various dif- 
ferent schools and doctrines. These put forth 
different ideas on how best to reorganize the so- 
ciety and the economy. The general position is 
that of being on the Left of the political spectrum. 
In the social-economic-political spectrum, the 
“Left” is synonymous with socialism. 

Socialism puts more emphasis on the society 
and the collective than the individual. It subordi- 
nates the individual to the objectives of the col- 
lective. In such cases, the ideology puts great 
reliance on the effectiveness of the social and po- 
litical center. In the initial phases of the socialist 
movement, the focus was on social reconstruc- 
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tion based on the collective. However, later on, 
with the gradual realization of the unrealistic or 
idealist nature of the efforts of reconstruction, the 
move was toward social democracy. Socialism em- 
phasizes organic unity of society. 

In the economic front, socialism takes the po- 
sition that private ownership of means of produc- 
tion should be abolished. This means that various 
industries and production utilities should be 
brought under public control. Moreover, industry 
should serve the social objectives instead of only 
seeking profits. The various decisions relating to 
investment, production, and distribution are not 
made for profit, but to serve the social ends. It takes 
such a view because it perceives capitalism, free 
market, and private enterprise as leading to exploi- 
tation and inequality. This inequality happens 
because in a capitalist system, the means of pro- 
duction is concentrated in individual hands. As the 
individual owners work for profit for themselves, 
the surplus value from the labor is extracted. This 
leads to the exploitation of labor and accentuates 
inequalities and class differentiation. 

The terms used for the two classes are the 
“bourgeoisie” for the richer class (the owners of 
means of production) and “proletariat” for the 
underclass (the workers). Moreover, there is a 
perpetual conflict of interest between these two 
classes that leads to class conflict. Consequently, 
socialism stands for a system where such inequali- 
ties would not exist. The prescription for remov- 
ing these inequalities is that of collectivization of 
society and economy. In the economic sphere, it 
translates into a command economy where the 
entire system of production is under social con- 
trol. In real terms, this means under the control 
of the government. Thus, this position of social- 
ism is in contrast to the traditions of liberalism 
and of the classical economists, who believed in 
reducing government control, in ownership of 
private capital, in freedom of enterprise, and in 
free play of laws of demand and supply. 

The earliest socialist doctrines are seen in the 
works of Francois-Noél Babeuf that emerged dur- 
ing the French Revolution of 1789. He stood for a 
voluntary national community in which private 
property would cease to exist. Since that time up 
to the twentieth century, there were various 
schools of socialism that emerged. Among the 
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Some moderate strands of socialism included the “Christian so- 
cialism” of Pope Leo XIII, who argued that an ideal society could be 
created on benevolent economic principles derived from Christian 
teaching. (Library of Congress) 


utopian socialists, Claude Henri de Rouvroy, 
Comte de Saint-Simon, advocated common own- 
ership of all land and capital, which was to be man- 
aged scientifically by the state. Robert Owen 
encouraged trade unions and cooperative societ- 
ies and established a model factory in New Lanark, 
Scotland. He wished the state to set up “villages of 
cooperation,” in which work would be shared by 
all. Charles Fourier envisioned the reorganization 
of society into various “phalanx” that were to be 
self-sufficient communities. Louis Blanc preferred 
the creation of industrial associations that should 
supersede individual workshops. As to remunera- 
tion, his formula was “from each according to his 
ability, to each according to his needs.” 


SCIENTIFIC SOCIALISM 


The most influential of all the doctrines of social- 
ism was that of scientific socialism, which was pro- 


pounded by Karl Marx and Friedrich Engels. This 
is also known as Marxism. It perceived a dialecti- 
cal view of society. But unlike the Hegelian dia- 
lectics, this was based on a materialist view. 
Consequently, it is also known as dialectical ma- 
terialism. In this framework, the society pro- 
gresses through a framework of dialectics to a 
higher stage of existence. In the capitalist society, 
such dialectics exist in the relation to production. 
The dialectics of capitalist society would finally 
lead to a dictatorship of the proletariat that would 
finally lead to the creation of communist societ- 
ies that were basically to be stateless societies. The 
most significant works of this stream includes The 
Communist Manifesto (1848) and Capital (vol. 1, 
1867). It was this stream that mostly influenced 
the socialist and communist movements of the 
twentieth century. 

Among the other streams was anarchism. Its 
early exponent was Pierre-Joseph Proudhon. For 
him, the “ideal republic is positive anarchy.” He 
viewed property that is accumulated through in- 
terest, rent, and surplus value as theft. Among the 
later exponents was Mikhail Bakunin. It is inter- 
esting to note that Marx and Bakunin were op- 
posed to each other. Bakunin’s main influence was 
in Spain, southern Italy, and parts of France. In 
matters of ideology, anarchists were even opposed 
to a socialist state, as it was perceived to be op- 
pressive. Several anarchists were allied with a dif- 
ferent strand of anarchism known as syndicalism, 
which was essentially a French doctrine. The most 
famous proponent of syndicalism was Georges 
Sorel. He put great faith on the trade unions and 
considered the general strike as the main weapon 
in the class war. Unlike the Marxists’ proletariat 
class, the syndicalists erected the “syndicates” or 
union of workers to oppose the bourgeois state. 
Another variety of syndicalism was guild social- 
ism, whose proponents included A.J. Penty, H.C. 
Hobson, and G.D.H. Cole. This emerged in Brit- 
ain and was a moderate form of syndicalism. 

Some other moderate strands of socialism in- 
cluded Christian socialism of Pope Leo XIII, which 
believed in the creation of an ideal society based 
on Christian principles. While this considered 
private property to be a natural right, it welcomed 
the formation of Catholic trade unions. Fabianism 
was a democratic form of socialism that was pro- 


moted by George Bernard Shaw as well as Sidney 
Webb and Beatrice Webb. They did not believe in 
any violent revolution. Rather, they were gradu- 
alists and preferred to work within the framework 
of democracy. Fabianism was one of the impor- 
tant influences in the formation of the Labour 
Party in England. Edward Bernstein preferred 
evolutionary socialism, which is more popularly 
known as revisionism. Some other important 
strands of socialism have been the revolutionary 
varieties of Leninism and Maoism, which were 
influential in Russia and China, respectively. 


Anup Mukherjee 


See also: Capitalism; Communism. 
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SONGHAY EMPIRE 


An empire (mid-fifteenth through the end of 
the sixteenth century) in the Sahel, western 
Sudan. 


Songhay took advantage of the decline of its 
mother empire, that of Mali, to succeed and form 
a new independent state. By the sixteenth cen- 
tury, Songhay’s administrative and political sys- 
tem was highly structured. Songhay declined 
because of global events and the influence of out- 
side forces. 

Under the reign of Sunni Ali, the succeeding 
state of Songhay developed into an empire in a 
series of conquests of trade routes and central cit- 
ies. By the 1470s, the wealthy cities of the “Inland 
Niger Delta,” Timbuktu and Djenne, were con- 
trolled by Sunni Ali’s Songhay. 

The control over the main routes in the Sahel, 
both the continental and the naval (through the 
Niger River), contributed to the power of 
Songhay. These trade routes were also used by 
the Mali empire, which built its riches on the trade 
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of salt. Songhay traded also in gold, slaves, and 
other commodities. 

The expansion of the empire and trade with 
North African Muslims inspired the Muslim cler- 
ics (the ulama), who demanded the replacement 
of Sunni Ali in a regime that would be more sym- 
pathetic toward the ulama’s demands, to rein- 
state a regime based on Islamic religious laws 
(Shari’a). In 1492, “pro-ulama” Askiyas replaced 
Sunni Ali. 

The Askiyas, led by Muhammad Turé, took 
over the empire in 1493 in a military coup, which 
was supported by the Islamic clerics of Timbuktu. 
Turé strengthened the already highly developed 
administrative system to rule the vast territory. Turé 
also strengthened his religious legitimacy base, 
making a pilgrimage to Mecca and receiving the 
approval of the Abbasid Caliph in Cairo. The eco- 
nomic base of Songhay relied on the control over 
the trading networks, from the Niger River south- 
ward to the North African territories northward. 

Turé’s son overthrew him in 1528. By that 
time, the Sa’adians of Morocco were striving to 
stabilize their state, which was north of Songhay. 
The Sa’adians were determined to stabilize their 
reign by taking over the trade in the Sudan. The 
Moroccans began by raiding salt mines in 
Songhay, but their attempts to achieve control of 
the Saharan economy soon accelerated into a se- 
ries of campaigns against Songhay. In 1591, the 
Moroccan army won the Battle of Tondibi, despite 
having inferior soldiers, thanks to the lack of judg- 
ment of the ill-advised Askiya and the use of fire- 
arms (unknown to the Songhay forces). 

The Moroccans encountered difficulties in sta- 
bilizing their reign on Songhay and legitimizing 
it. Some of the problems stemmed from adminis- 
trative weakness and disputes between the rulers 
of the region. In Songhay, rebel forces continued 
to resist the new regime. The Muslim clerics of 
Timbuktu were suspected of being loyal to the 
Askiyas regime and therefore suffered Moroccan 
retributions. By the early seventeenth century, the 
central Moroccan regime lost control over 
Songhay. The European-dominated trade and 
economic policies continued to dramatically af- 
fect the area of the former Songhay empire. 


Tamar Gablinger 
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SOUTH AFRICA 


The Republic of South Africa is the southern- 
most state in Africa. 


South Africa has borders with Namibia, Botswana, 
Zimbabwe, Mozambique, and Swaziland. Its sur- 
face covers 470,693 square miles, and it had over 
42 million inhabitants in 2003. Of the eleven offi- 
cial languages, the ones spoken by the most 
people are Zulu (22.9 percent), Xhosa (17.9 per- 
cent), Afrikaans (14.4 percent), Sepedi (9.2 per- 
cent), and English (8.6 percent). 


KHOISAN 


When Europeans first passed the Cape of Good 
Hope in 1488, they met the Khoisan, a people that 
had been present in the area for more than a thou- 
sand years. Some were herders, some hunters and 
gatherers. The Khoisan used to be called “Hotten- 
tots” and “Bushmen,” but those terms are now con- 
sidered derogatory. The Khoisan started trading 
sheep and cattle to European crews on passing 
ships in exchange for metals and tools. For these 
crew members passing the Cape on their way to 
and from the Orient, fresh meat was a luxury. 

Until then, the Khoisan had been at the end 
of a network connecting the Khoisan with the 
Bantus and eventually the Indian Ocean trade. In 
the absence of a merchant class to institute more 
formal kinds of trade, metals and cannabis were 
exchanged from chiefdom to chiefdom over long 
distances. Locally, milk and meat were traded for 
weapons, skins, honey, and game. Hunting groups 
sold services to the herders. 

The Khoisan soon understood the European 
value scale, their demand shifted from scrap metal 


to copper to brass, and they were able to raise the 
value of their livestock. The Dutch East India 
Company established a support point at the Cape 
in 1652, increasing the demand for livestock, food, 
and plowing. Until 1795, when British rule first 
began, Europeans lived in the area near the Cape 
and eastward. The Khoisan secured their supplies 
of metals and tobacco by trading birds, eggs, fish, 
and tortoiseshell, inflating the price of livestock 
by hoarding it. The Europeans eventually began 
seeking livestock from chiefdoms farther inland, 
and when the land around the Cape was colo- 
nized, the Cape Khoisan were absorbed into a per- 
manent underclass mixed with Asian slaves, 
Africans, and Europeans. 

The nineteenth century was a time of turmoil 
in South Africa. Bantu-speaking chiefdoms in and 
around the Drakensberg Mountains underwent 
fundamental changes: new African nations took 
shape with strong political structures. The Zulu 
chief Shaka brought several tribes into his cen- 
tralized regime. The new militarized Zulu Nation 
expanded from the eastern Drakensberg Moun- 
tains to the west, south, and north. 

As laws against slavery took effect in the Cape 
Province in 1838, thousands of Dutch-speaking 
farmers, called Boers, fled the Cape. The Great 
Trek, a wave of emigration from the Cape, lasted 
for more than a decade. Slave raids continued for 
more than ten years in the Transvaal. European- 
founded states included the two Boer republics— 
South African Republic in Transvaal (1857) and 
Orange Free State (1854)—and the colony of Na- 
tal (1856). External trade, laissez-faire until 1925, 
concentrated on agricultural products such as 
wine and wool. The production of wool increased 
a hundredfold between 1834 and 1845 from 
144,000 pounds to 14.9 million pounds. The pe- 
riod from 1865 to 1915 changed South Africa’s 
economy from one based on agriculture to one 
that is industrial. The catalyst for this shift was 
the profitable mining industry, followed by manu- 
facturing, commercial, and service sectors. 


GOLD AND DIAMOND 
DISCOVERIES 


The discovery of diamonds in 1867 and gold in 
Transvaal in 1886 led to a boom in the area. 


European immigrants seeking their fortune 
needed agricultural products, as well as railways 
and roads, which would bring in trade. 

Eager to control the mineral resources, the 
British wanted to establish a customs union with 
the Boer republics. A political struggle over trade 
led to the Anglo-Boer War. The political objec- 
tives of the British empire coincided with those 
of Cecil Rhodes, the imperialist magnate. The 
Cape province experienced a boom since Brit- 
ain spent millions locally on goods and em- 
ployed thousands during the war. The Boers, led 
by Paul Kruger, the prime minister of the South 
African Republic, resisted the British empire with 
guerrilla warfare and suffered economically 
when farms and livestock were destroyed. 
Meanwhile, thousands died in British concen- 
tration camps. 

In 1910, the Cape of Good Hope, Transvaal, 
Orange Free State, and Natal were united into 
the Union of South Africa. The British maintained 
control of the economy, and the Boers took charge 
of politics. New laws took the best land from the 
African majority of the population. European 
workers’ salaries increased, while those of the Af- 
rican workers were subject to caps. 

After the collapse of Wall Street in 1929, the 
value of the diamond export fell from 16.5 mil- 
lion pounds in 1928 to 1.4 million pounds in 1934. 
The amount of wool exported did not change sig- 
nificantly, but as the price dropped from 16.6 
pence in 1928 to 4.4 pence in 1932, profits evapo- 
rated. The worldwide depression led to an in- 
crease in the price of gold. Because labor to work 
the mines was cheap, the mining industry was 
increasingly profitable. Local price competition 
was avoided by recruiting African workers from 
outside South Africa. 

Under pressure from the mining industry, the 
South African government refused to devalue the 
currency. It was feared that higher import prices 
would drive up salaries and close smaller mines. 
In anticipation of devaluation in South Africa, 
South African investors put their money in the 
London stock exchange. This devaluation came 
in December 1932, when the South African pound 
sank to parity with the British pound within a 
month. The South African economy then boomed, 
and the value of gold shares doubled. 
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The world depression lifted the Boers from 
poverty. In 1939, with protected employment in 
large public infrastructure projects and in the 
mining industry, European workers earned five 
times as much as Africans did. Exports from Eu- 
ropean farmers became subsidized; they received 
large-scale aid and tariff protection. To feed their 
pigs, European farmers paid 5 shillings per sack 
of corn, while African workers paid 18 shillings 
for the same food. By paying African farm labor- 
ers with corn, European famers made 13 shillings 
on the transaction. 


APARTHEID SYSTEM 


The system called apartheid (literally, “apartness”) 
came into law after World War II. It promoted 
separate development for the different races; in 
effect, it created a cheap underclass of African la- 
bor, while subsidizing European welfare. From 
1925 to the 1970s, the South African government 
led an introverted trade policy. The goal was “im- 
port replacing,” as the manufacturing sector be- 
came a social ladder for the impoverished 
European underclass. The sector was protected 
from the outside world through tariffs and from 
competitive African competition through apart- 
heid laws. 

Economically, apartheid started to under- 
mine itself. An attempt to open up the economy 
in the 1970s had been unsuccessful. Financially, 
South Africa was in an unhealthy state, as over- 
spending and overinvestment had made it de- 
pendent on a steady cash flow from the outside. 
Since 1956, the indebtedness had increased 10 
percent per capita; in 1984, foreign liabilities 
comprised 20 percent of the gross domestic 
product. The apartheid system came under criti- 
cism from abroad; in 1985, the United Nations 
and the African National Congress (ANC) called 
for economic sanctions against South Africa. The 
ANC had been leading the African platform 
against suppression since the 1930s; in 1964, its 
leader, Nelson Mandela, was imprisoned with a 
life sentence. 

President EW. de Klerk ended the apartheid 
system. Mandela was released from prison in 
1990. The international sanctions were lifted in 
1992, Mandela became president in 1994 in a sys- 
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Apartheid, or the official separation of races in South Africa, resulted in the enrichment of the white minority and the impoverishment of the 
native black majority. The result was political upheaval as depicted in this 1992 police attack on protesters in the township of Alexandria. 
(© Louise Gubb/The Image Works) 


tem of majority rule, ANC-led governments have 
opened the economy to the outside world, and a 
new constitution has divided the four original 
states into nine provinces. Thabo Mbeki became 
president in 1999. The main exports are still met- 
als, though the amount of gold exported has fallen 
from 36.4 percent of all exports in 1979 to 15.7 per- 
cent of all exports in 1999. In the 1990s, the South 
African economy suffered from low gold prices, 
but the export of manufactured goods increased. 

Membership in the Southern African Devel- 
opment Community expanded trade with the 
neighboring countries taking part in the organi- 
zation. The largest trading partner is the Euro- 
pean Union, which buys 40 percent of its exports 
and accounts for 70 percent of total foreign direct 
investments. 


Tommy Tobiassen 


See also: British Empire. 
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SOUTH AMERICA 


The fourth-largest continent on earth, with 
approximately 6.8 million square miles of land, 
located in the southern half of the Western 
Hemisphere. 


The northernmost point of South America is lo- 
cated at Punta Gallinas, Colombia, and the south- 
ernmost tip is located at Cape Horn, Chile. The 
widest portion of the continent is located along 
the equator and is approximately 3,300 miles 
across. South America is surrounded by the Car- 
ibbean Sea on the north, the Atlantic Ocean on 
the east, and the Pacific Ocean on the west. The 
Isthmus of Panama connects South America to 
North America. The continent is now divided into 
the twelve countries: Argentina, Bolivia, Brazil, 
Chile, Colombia, Ecuador, Guyana, Paraguay, 
Peru, Suriname, Uruguay, and Venezuela, as well 
as the overseas department of French Guiana. 


THE PORTUGUESE 


The Portuguese explorer Pedro Alvars Cabral 
claimed Brazil, an area that comprises almost half 
of the South American continent. Under the pro- 
visions of the Treaty of Tordesillas (1494), Spain 
recognized the claim of Portugal. The name “Bra- 
zil” is derived from brasa, which means “glowing 
coal.” The Portuguese used the term to describe 
the red-colored wood from the region. Brazilwood 
became one of the first exports from the country, 
along with corn, hammocks, and the dugout ca- 
noe. With the arrival of European settlers, the Por- 
tuguese developed sugarcane plantations as a 
means of making the colony economically success- 
ful. The labor-intensive production of sugar led 
the Portuguese to try to force the indigenous 
population to work the fields, but they refused. 
The Portuguese then turned to the importation 
of slaves from Africa for its workforce. The large 
number of Africans living in Brazil resulted in the 
development of a diverse new ethnic group that 
is a mixture of European, African, and South 
American. 


SPANISH AMERICA 


Spanish and Portuguese colonies in South 
America were united under the reign of Philip II 
of Spain, who inherited Portugal and its posses- 
sions from his mother’s side of the family. Both 
countries followed a similar pattern of conquest 
and exploitation throughout the continent. Large- 
scale plantations were established, initially 
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through the forced labor of the native Indians, 
but smallpox decimated much of the population, 
forcing the Spanish, like the Portuguese, to im- 
port slaves from Africa. Precious metals like gold 
and silver became the main export of the conti- 
nent. The conquest of the Aztecs by Hernan 
Cortés and the transfer of the large amounts of 
gold from their civilization back to Spain only 
served as an enticement for other explorers. In 
1518, Juan de Grijalva departed from Cuba for the 
Yucatan and returned with 20,000 pesos of gold. 
Other explorers such as Francisco Vasquez de 
Coronado searched farther north into the Ameri- 
can Southwest looking for the fabled Seven Cities 
of Cibola, but were less fortunate. Meanwhile, sil- 
ver was discovered in Mexico and Bolivia during 
the 1540s. Potosi in Bolivia, known as Spanish co- 
lonial “Upper Peru,” produced between three and 
ten times the volume of silver compared to that of 
Mexico and became the largest deposit of silver 
ever exploited throughout human history. 

Spanish galleons, laden with gold and silver, 
returned to Spain once a year. Although travel- 
ing in relative safety for most of the sixteenth cen- 
tury, these ships fell prey to English seadogs 
(pirates) throughout the seventeenth century. 
Queen Elizabeth I sanctioned the actions of 
Francis Drake, who increased the wealth of the 
British royal treasury by stealing gold and silver 
from the Spanish. Even with the loss of some of 
their precious metal shipments, tons of gold and 
silver flowed into Spain and in the process cre- 
ated financial problems for the empire. Lacking 
sound financial advice, the government spent 
huge amounts of money on wars and conquests. 
Inflation rose rapidly. Still, there were no attempts 
to manage the amount of metals introduced into 
the economy. 

While gold and silver flowed freely from 
west to east, so did many of the agricultural prod- 
ucts of the region. The Columbian exchange 
changed the diet of Europeans. Staple crops such 
as corn, beans, and squash were exported. Cof- 
fee and cacao became the drinks of choice for 
Europeans as well as Arabs. Soybeans, cotton, 
sugarcane, rice, potatoes, wheat, hot peppers, 
watermelons, tomatoes, and many other types 
of food were introduced into European cooking. 
Agriculture was promoted under the Spanish 
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rule. Peasants, tied to the land, labored for the 
profit of royal favorites who owned large tracts 
of property. The Catholic Church, favored by the 
Spanish monarchs who led the resistance to the 
Reformation, was the largest single landholder 
on the continent. 

Under the mercantile system, the Spanish 
prohibited trade with other countries. All goods 
were required to be shipped to Spain and then 
sold to foreign nations. The Spanish attempted 
to enforce this restriction, but some illegal trade 
continued. Violators risked the forfeiture of their 
cargo as well as their ships. At the end of the War 
of Spanish Succession, the British did manage to 
negotiate trade arrangements that allowed them 
to sell a limited amount of slaves once at year in 
South America and fill their ships with produce 
from the region. 


POSTCOLONIAL SOUTH 
AMERICA 


Throughout much of the eighteenth and early 
nineteenth centuries, Spain was plagued by prob- 
lems, both domestic and foreign. At the beginning 
of the nineteenth century, Napoléon Bonaparte 
seized control of Spain and named his brother 
Joseph as the new king. Trade developed between 
the French in Louisiana and the Spanish in Latin 
and South America. However, the continuation 
of the war resulted in a lack of direct rule over 
the Spanish possessions. Many colonies declared 
their independence and established trade ties 
with the United States, especially after the Loui- 
siana Purchase in 1803. 

Although the political structure changed, so- 
ciety continued to be controlled by a few wealthy 
landowners. Land reforms, often the root of so- 
cial unrest and political instability throughout the 
economy, did not occur. Agricultural production 
remains one of the main industries of the conti- 
nent. Wood harvesting and mining for precious 
metals ranks high on the export list as well. The 
failure of the South American countries to diver- 
sify and establish a manufacturing base has pro- 
duced an economically challenged region. 

Some countries, particularly Venezuela, 
have developed large petroleum industries. 


However, U.S. trade barriers forced Venezuela, 
after decades of being the largest supplier of oil 
to the United States, to join with the Arab oil- 
producing states in founding the Organization 
of the Petroleum Exporting Countries. Even so, 
the country remains unstable with large labor 
strikes and frequent disruptions in production. 
At the beginning of the twenty-first century, 80 
percent of Venezuela’s exports were petroleum 
related. 

Other countries on the continent have at- 
tempted to increase trade, but the lack of infra- 
structure such as roads and bridges has prevented 
much advancement. Colombia has managed to 
increase its foreign earnings through the sale and 
distribution of coca, from which cocaine is de- 
rived. Large profits, amounting to 25 percent of 
the foreign exchange earnings, were realized 
from the illegal drug trade, which brought much 
violence. 

The influx of immigrants fleeing the economi- 
cally or politically repressed countries of South 
America for the United States has drawn the at- 
tention of politicians in the northern half of the 
hemisphere. The North-South debate that began 
with the end of the colonial empires following 
World War II has resulted in several economic 
policies and programs to help South American 
countries achieve an increase in the standard of 
living for its citizens. President John F Kennedy 
outlined the need for U.S. participation in the eco- 
nomic development of the South American conti- 
nent. With the passage of the North American Free 
Trade Agreement, hopes throughout the region are 
that a hemisphere-wide free-trade agreement 
could be negotiated by 2005 with implementation 
the following year. Such an agreement would 
eliminate or reduce tariff barriers, increase the de- 
velopment of infrastructure, and coordinate agri- 
cultural and investment policies. The Free Trade 
Area of the Americas would be the largest free- 
trade zone in the world. 


Cynthia Clark Northrup 


See also: Amazon River; Argentina; Brazil; British-South 
American Trade Relations; Diamonds; Drugs; Livestock; Oil; 
Slavery; Spanish Empire; Wood. 
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SOUTHEAST ASIA 


A region bordered by India to the west, China to 
the north, and the Pacific Ocean to the east; 
includes Indochina, the Malay Peninsula, and the 
Indonesian and Philippine archipelagos. 


Southeast Asia is composed of ten independent 
countries: Brunei, Cambodia, Indonesia, Laos, 
Malaysia, Myanmar (Burma), the Philippines, 
Singapore, Thailand, and Vietnam. The region’s 
tropical rainy climate is essential for the produc- 
tion of rice, the main export. Other important prod- 
ucts include rubber, tea, spices, coconuts, and oil. 
Most of the world’s tin comes from this area as well. 

The original inhabitants of the region have 
been classified as Negritos, a group related to the 
Australian Aborigines. Archaeological evidence 
from the region indicates that these people had 
pottery and used iron tools dating from 3000 B.c.£. 
to 1600 B.c.z. There is no evidence that the society 
experienced any form of conflicts or natural di- 
sasters. During the first century B.C.£., new immi- 
grants, the Malayo-Polynesian peoples, moved 
into the region traveling by outrigger canoe to 
Malaysia, Indonesia, the Philippines, and Brunei 
and then to Easter Island and Madagascar. The 
Malays introduced bronze working into the re- 
gion. By the third century B.c.£., the Chinese 
pushed the Mon-Khmers southward into the re- 
gion. The groups split in two, with the Khmers 
settling in present-day Cambodia and the Mons 
moving westward to the Bay of Bengal. Contact 
with the Indian empire resulted in King Osaka’s 
sending Buddhist missionaries to convert the 
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Mons—this would be the first of many new con- 
tacts that would introduce different religions 
throughout Southeast Asia. The first and second 
centuries C.£E. witnessed the movement of the Viet- 
namese and Thai peoples into the region. Pushed 
out of their original homelands by the expansion 
of China, they settled in the valleys and lowlands 
of the area. 

Sometime during the second century B.C.E., 
India and China established trade relations. The 
journey over land was arduous, so the Indians 
looked for an alternative route, which they found 
on the seas of Southeast Asia. The most direct 
route was through the Strait of Melaka (Malacca) 
between Malaya and Sumatra. Since the sailors 
relied on the seasonal winds, the trip took one 
year to complete. Once in the region, Indian sail- 
ors, merchants, and missionaries converted more 
of the indigenous people to Buddhism or Hindu- 
ism, and the rulers soon began emulating the In- 
dian royalty and court. 

Funan, the first consolidated kingdom in 
Southeast Asia, existed for a brief period and was 
superceded by the Kingdom of Srivijaya. The 
ruler soon controlled a large portion of the trade 
in the region. Diplomatic and economic ties were 
established with China. Local products such as 
pepper, nipa mats, tortoiseshell, beeswax, aro- 
matic woods, and camphor were traded. The rul- 
ers, believed to be the descendants of the gods, 
persuaded the pirates that harassed the Indian 
ships to form the basis of the kingdom’s navy. The 
Srivijaya kingdom operated as the middleman for 
trade between China and the Arabs after the rise 
of Islam in the seventh century c.r. At the begin- 
ning of the new millennium, the kingdom expe- 
rienced a decline in trade as both China and the 
Abbasid caliphate weakened. The kingdom went 
into decline after 1030, when it was raided by the 
Chola empire from southern India. 

During the eighth and ninth centuries, Arab 
traders began exploring trade routes with South- 
east Asia but failed to make significant inroads 
until the twelfth century. Although Arab mer- 
chants had imposed their religious beliefs on the 
population of North Africa, the people of South- 
east Asia resisted converting from Buddhism or 
Hinduism, the predominant religion. When they 
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finally accepted Islam after 1000, they did not fully 
convert, opting instead to practice a mixture of 
the three religions. The Arabs soon established 
the first Muslim state of importance at Melaka. 
By controlling the strait, the Arabs were able to 
monopolize the lucrative spice trade including 
black pepper, cinnamon, ginger, cloves, nutmeg, 
mace, and camphor. Arab merchants carried the 
spices to the Middle East where Venetian mer- 
chants purchased them for consumption through- 
out Europe. The high profits charged by the 
middlemen for items such as pepper were the 
driving force behind European exploration. 

The Portuguese had been trying to learn the 
location of Melaka for eighty years when their per- 
severance finally paid off. Four ships were sent 
to explore the city but during their visit the sail- 
ors were attacked under the orders of the sultan; 
one of the sailors who managed to escape was 
Ferdinand Magellan. In 1511, the Portuguese laid 
siege to Melaka and after six weeks the sultan fled. 
The Portuguese worked quickly to establish dip- 
lomatic and trade relations with China as well as 
the other Muslim countries in the region that 
failed to attack the Portuguese because of differ- 
ences among themselves. In addition to control- 
ling the trade of the region, the Portuguese also 
introduced European culture and Christianity, 
with Jesuit priests operating as far east as Japan. 

During the sixteenth century, the Dutch de- 
clared their independence from Spain. Dutch 
merchants created companies to compete for 
trade, especially the trade then controlled by 
Spain and Portugal. Since the most attractive re- 
gion to strike was the Spice Islands, the Dutch 
sent an expedition to the region in 1602. Under 
the Verenigde Oostindische Compagnie (Dutch 
East India Company), the Dutch pushed the Por- 
tuguese out of the spice trade by 1619. The En- 
glish had formed the British East India Company 
to compete with the Dutch, who successfully held 
on to the trade while England was forced to fall 
back to India, where it established trading forts. 
When the Dutch supported the American colo- 
nists during the Revolutionary War, Britain at- 
tacked Dutch shipping in Southeast Asia. The 
Dutch East India Company faced bankruptcy in 
1791, and its possessions in the region became part 
of the Dutch empire. By 1795, however, the British 


had seized the port of Melaka and began leasing 
other harbors for their merchant and naval ships. 

Southeast Asia was divided among the Euro- 
pean and Western powers by the end of the eigh- 
teenth century. Once Great Britain gained a 
foothold in the region, it quickly annexed Burma, 
Malaya, Singapore, and Borneo. The French 
moved into Vietnam, where they established 
trade, primarily in rubber. During the Spanish- 
American War, the United States occupied the 
Philippines, ruling the island until after World 
War II. 

Western domination altered trade patterns in 
the region. Indonesia has replaced South America 
as the leading exporter of wood to the world. The 
woods harvested include teak, sandalwood, iron- 
wood, camphor, ebony, plan, rattan, and bamboo. 
Brunei is a major oil- and petroleum-producing 
country. Thailand has developed an extensive min- 
ing industry and is the world’s largest exporter of 
tin as well as of tungsten and lead. Cambodia pro- 
duces rubber—one of the reasons why the French 
and the Japanese occupied the country during the 
late nineteenth and early twentieth centuries. 
When the United States seized the Philippines 
from Spain, the major cash crop was sugarcane. 
Although the islands still produce sugar, the ma- 
jor industry is now electronics and telecommuni- 
cations equipment. 

The important harbor in the region is Singa- 
pore, which consists of the island of Singapore 
and about sixty small adjacent islands at the 
southern tip of the Malay Peninsula. The British 
ceded Singapore in 1819 and immediately rebuilt 
the area that had been destroyed centuries ear- 
lier. From its inception, Singapore has been a com- 
mercial center serving Southeast Asia. Equipped 
with a first-class harbor, an international airport, 
and train lines, Singapore continues to attract 
Malay and Chinese merchants. Singapore is a free 
port and an entrepdt where most of the imports 
are reexported. 

During World War II, the Japanese occupied 
a large portion of Southeast Asia. The raw mate- 
rials from the region allowed the Japanese to 
maintain their military operations. After the war, 
the French attempted to regain control over 
French Indochina but failed. Countries in the re- 
gions have gained their independence from all 


foreign powers. Former French and British colo- 
nies participated in economic unions formed by 
the mother countries for varying periods of time. 
Most of the countries in the region have joined 
the Association of Southeast Asia Nations, an or- 
ganization designed to promote trade within the 
region. 


Cynthia Clark Northrup 


See also: Association of Southeast Asia Nations; British Em- 
pire; Bugis; Dutch; French Empire; Magellan, Ferdinand; 
Melaka. 
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SOVIET UNION 


Communist country in Eastern Europe and 
northern Asia formed after the Russian Revo- 
lution. It disintegrated in 1991. 


The Soviet Union influenced trade relations with 
Eastern Europe and Central Asia, as well as among 
a group of communist states allied with it. The 
twentieth century saw the emergence of two main 
economic superpowers: the United States and the 
Soviet Union. These two countries competed for 
dominance in military, political, and economic life 
throughout the world. To combat the effects of 
America’s increasing economic power, the Soviet 
Union created its own economic sphere. 


EARLY SOVIET PERIOD 


The early leaders of the Soviet Union had little 
interest in expanding trade. Vladimir Lenin de- 
scribed imperialism as the “highest stage of capi- 
talism.” He looked on it as the inevitable result of 
capital’s need for new markets—an exploitative 
new form of subjugation that signaled the deca- 
dence of capitalism. After taking control of the 
government, Lenin proclaimed his support of na- 
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tional self-determination, extending this to the 
lands conquered by the Russian empire. The com- 
munist spirit of revolution, however, was not to 
be confined to one country. Lenin expected that 
other states would soon follow suit in shifting to 
a communist form of government. He did not be- 
lieve that the Soviet Union could survive with- 
out a communist revolution in other countries as 
well, and he worked to ensure that the hoped- 
for revolution would come. 

The Bolsheviks sought first to gain control of 
the Russian territory, then expand their power 
into a number of areas formerly controlled by the 
Russian empire in Central Asia and eastern Eu- 
rope. Their struggle for power led to a civil war, 
and at its conclusion the new Soviet government 
reasserted control over most of the territory for- 
merly claimed by Russia. Each region was orga- 
nized into a socialist republic as it was subsumed 
into the larger union. Internal divisions were dealt 
with by tightening the party’s political control 
while loosening economic control. The system of 
“state capitalism” developed during the 1920s as 
a stage in the road to a purely socialist state. Lenin 
pursued this policy to capitalize on the country’s 
newfound foreign stability while neutralizing 
domestic strife. After Lenin’s death in 1924, Jo- 
seph Stalin abandoned his predecessor’s call for 
a worldwide revolution and increased state con- 
trol of the economy. He sought to attain “social- 
ism in one country.” Part of Stalin’s conception, 
however, included expanding the territory of the 
Soviet state to take advantage of resources for- 
merly outside of its reach. He also took advan- 
tage of opportunities to expand communism, such 
as during the Spanish civil war, when Soviet 
troops and weapons supported the Republic’s 
forces. 

During the 1930s, the Soviet Union began to 
look outward to increase its sphere of influence. 
The Molotov-Ribbentrop Treaty of 1939 parti- 
tioned Poland between the Soviet Union and Nazi 
Germany. Days before this agreement, the two 
nations had signed a trade agreement as well. 
Later, the Nazis broke the nonaggression treaty 
and invaded Russia. During the course of World 
War II, the Soviet Union suffered heavy casual- 
ties and economic losses. After the tide had turned 
in its favor in the East, the Red Army dismantled 
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machinery taken from areas the Soviet Army con- 
quered and shipped it back to Russia for reassem- 
bly. The boost this gave the Soviet industrial 
infrastructure is immeasurable, and it inflicted 
heavy losses on the economies of East European 
states. Later, the imposition of reparation pay- 
ments helped establish the Soviet Union as the 
predominant industrial power in the Eastern bloc. 


SOVIET UNION AND EASTERN 
EUROPE 


When the Soviet Union gained control of East- 
ern Europe after the war, the states that fell un- 
der its umbrella were given “limited sovereignty.” 
This allowed the Soviet Union to proclaim the in- 
dependence of the countries within its orbit while 
still maintaining control. These states became sat- 
ellites of the Soviet system. In the era immedi- 
ately after World War IJ, the Soviet Union 
introduced two major economic initiatives in re- 
sponse to American aid for Europe: the Molotov 
Plan and the Council for Mutual Economic Assis- 
tance (CMEA). These two programs reinforced the 
Soviet Union’s position in Eastern Europe, ensur- 
ing it a voice in economic affairs. The Molotov 
Plan, established in 1947, was instituted as a di- 
rect result of the Marshall Plan. Under this plan, 
the Soviet Union “encouraged” East European 
nations to reject the Marshall Plan and establish 
their own trading bloc. The “Soviet embassy plan” 
of economic development characterized planning 
initiatives, as directives from Moscow determined 
the course for most trade agreements. As the East- 
ern trade bloc became more formalized, Europe 
was clearly split into the two trade coalitions that 
characterized the next few decades—the Ameri- 
can and the Soviet. The Soviet Union played a 
key role in policy development in the East Euro- 
pean states, using them as a “buffer zone” be- 
tween it and the West. 

The Soviet government established CMEA in 
1949, and at the time it was merely a political re- 
sponse to the Marshall Plan. It did not play a 
major role in economic planning until after 1956, 
when unrest within satellite states forced the So- 
viet government to revise its foreign economic 
policies. Initially, CMEA confined itself to cata- 
loguing trade agreements between the Soviet 


Union and the states of Eastern Europe. It played 
no policy-making role. As a result, parallel eco- 
nomic development led to major problems 
throughout the bloc. 

In the wake of the East European unrest of 
1956, CMEA gained a more active role in the for- 
mation of policy. The organization was given the 
lead in creating intrabloc trading policies, which 
helped reduce duplication and attain “socialist in- 
tegration” among the members of the Eastern 
bloc. Also, CMEA acted as a forum for discussing 
ways to improve trade relations among the So- 
viet bloc countries. It had the added benefit of 
removing Soviet leadership from direct control 
of the industrial policies of satellite states. Nikita 
Khrushchev sought to make CMEA into a supra- 
national organization that would replace state 
planning agencies and reduce the amount of du- 
plication in East European industry. Viewing this 
as an attack on their sovereignty, the other mem- 
bers of the bloc refused to go along with this plan. 
In 1964, Romania publicly declined participation, 
and the Soviet leaders backed away from the pro- 
posed change. 

Soviet involvement in Asian affairs during the 
1950s and 1960s was much less intrusive than in 
Europe. After the Chinese Revolution, China and 
the Soviet Union formed an alliance. They estab- 
lished trade relations, and Chinese students were 
invited to study in the Soviet Union. As the So- 
viet government distanced itself from Stalin’s 
policies, however, a rift formed, and by the end 
of the 1950s, the initially warm relationship be- 
tween the two communist nations cooled. Al- 
though there would be occasional moments of 
mutual agreement, the two powers acted sepa- 
rately. In Korea, the Soviet Union supported the 
communist group that came to power but refused 
to supply troops or air cover during the Korean 
War. Later, in Vietnam the Soviet Union provided 
weapons to the North but refused to provide 
troops. The financial contribution of the Soviet 
Union during the conflict pales in comparison to 
the amount injected by the United States. 

Throughout the late 1960s, a number of new 
proposals for CMEA were introduced as part of 
national economic planning initiatives within sat- 
ellite states. The debate centered on whether eco- 
nomic planning or market forces should govern 


future initiatives. With the implementation of the 
Comprehensive Program in 1971, joint economic 
planning won. CMEA had previously focused on 
coordinating established national plans. Now, 
there would be an increased emphasis on the cre- 
ation of compatible economic plans and wider 
cooperation in long-term projects. In practice, the 
new program called for a special section in na- 
tional plans to deal with plans for integration and 
standardization of economic language. 

During the 1970s, the Soviet Union encour- 
aged East European states to enter joint-invest- 
ment projects to strengthen economic integration. 
CMEA served as the international association 
used to bring about these investments. These new 
joint investments took on a different character 
from previous projects. Rather than planning 
jointly and then building separately in their own 
country, several projects involved joint planning 
and building on the soil of the host country. This 
departure from previous methods demonstrated 
an increasing willingness to cooperate in future 
projects, though it ultimately increased the cost 
of the projects. 

The Soviet Union was also the world’s largest 
oil producer. This helped in the development of 
the Soviet industrial economy in its early years 
and later proved to be an invaluable asset. Dur- 
ing the early 1970s, the Soviet Union weathered 
its economic crisis because of the rise in prices 
caused by the embargo of 1973-1974. Unfortu- 
nately, this disguised the need for real economic 
reforms, which resurfaced as soon as prices fell. 
By the time of Mikhail Gorbachev's reforms in 
the late 1980s, the Soviet economy was in need of 
serious change. 


SOVIET UNION IN THE WORLD 
ECONOMY 


Outside Europe, the Soviet Union sought to cre- 
ate an informal empire of communist states. These 
states were coveted for both ideological and eco- 
nomic reasons. The mutual exclusivity of the So- 
viet and American trade spheres made a gain for 
one a loss for the other. Cuba belonged to CMEA, 
but other states, such as the communist states of 
Africa and Asia, had more informal ties. Cuba also 
acted on behalf of the Soviet Union’s interests in 
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foreign wars. Cuban troops participated in com- 
munist revolutions in Mozambique, Angola, 
Ethiopia, and Nicaragua, using Soviet-made 
weapons. 

The Soviet Union maintained an active mili- 
tary presence around the world through the 
1980s. Hoping to overthrow a radical government 
in Afghanistan and replace it with a more com- 
pliant one, the Red Army invaded in 1979. This 
took place less as a move for profit than as a po- 
litical move to provide the Soviet Union with a 
stable ally in Asia. The cost of waging a war in 
Afghanistan, coupled with domestic economic 
and social woes, eventually played a part in the 
downfall of the Soviet empire. 

Gorbachev’s reform movements paved the 
way for the eventual demise of the Soviet empire. 
His anti-alcohol campaign enraged many citizens 
and dramatically reduced state revenues. The 
widespread discontent grew under Gorbachev's 
perestroika and glasnost initiatives. In fostering 
debate, Gorbachev hoped to revitalize the existing 
system. Instead, discussion of the failings of the 
Soviet system led to disenchantment with the sys- 
tem as a whole. In the late 1980s, a wave of revolu- 
tionary movements in Eastern Europe ended 
Soviet influence there. Beginning with the open- 
ing of borders to travel, Soviet satellites overthrew 
the communist regimes and sought to liberalize 
their governments. Soon thereafter, they sought 
trade agreements and economic assistance from the 
United States, effectively destroying what was left 
of the Soviet empire in Europe. Gorbachev’s re- 
fusal to send Soviet troops to quell the burgeon- 
ing revolutionary movements stood as a tacit 
acceptance of them. Within just a few years, anew 
government was formed in Russia itself, and the 
Commonwealth of Independent States began its 
short life as the successor to the Soviet empire be- 
fore the rest of the Soviet republics loosened their 
ties with Russia. 

Samuel Pierce 
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SOVIET UNION-AFRICAN TRADE 
RELATIONS 


The trade relationship that developed in the 
post-World War II period after the end of Afri- 
can colonialism. 


Until vibrant changes in the postcolonial era fol- 
lowing World War II, Soviet trade with Africa 
was a story quickly told: Soviet commercial 
agents in embassies across Europe purchased a 
few shipments of African commodities. While 
nineteenth-century Imperial Russia extended 
Orthodox confessional networks to include 
Egypt's Christians—for example, by rewarding 
the illegal exporter of the Byzantine Codex 
Sinaticus now in Leningrad’s Hermitage Mu- 
seum—the prewar Soviet Union’s trade with 
continental Africa was negligible. Between the 
two world wars, commercial attachés at Soviet 
embassies in Brussels, Paris, and London pur- 
chased African commodities such as cotton, rice, 
cocoa, and rubber from commercial agents in 
European capitals of African empires. The story 
changed with the emergence of thirty-two 
postcolonial “new nations” in Africa by the 
1960s. 

Because of the state monopoly over interna- 
tional trade, commercial exchanges made Soviet 
foreign policy concrete. The Soviet Union’s prof- 
its in trade with Africa, like with much of the 
“developing world” during the 1960s and 1970s, 
were political, rather than economic. As such, 
Soviet exports to the continent were integrally 


involved in postcolonial territorial struggle and 
the failure of Africa’s states to represent national 
communities. 


WEAPONS 


For the fifteen African nation-states that entered 
into commercial treaties with the Soviet Union, 
the Soviet Union became an external source of 
weaponry, civilian infrastructure, and manufac- 
tured goods. Soviet weapons exports strength- 
ened Africa’s anticolonial movements, and Soviet 
exports of technical and consumer goods brought 
twentieth-century services to some of the 
continent’s residents. The large influx of Soviet 
weapons led to well-armed forces and militas 
throughout Africa, contributing to conflict and 
civil turmoil in many African nations. 

Primary sources for the study of Soviet trade 
with Africa are the publications of Moscow’s 
Ministry of Foreign Trade, including yearbooks 
and statistical compendia. These can be com- 
pared to similar International Monetary Fund 
publications. Quantitative sources are supple- 
mented by texts such as Moscow’s Ministry of 
Foreign Trade’s periodical Vneshniaia torgovlia 
(External trade). The Cold War International 
History Project’s recent publication and transla- 
tion of documents housed by the Russian State 
Archive of Contemporary History document 
arms transfers and humanitarian assistance in 
sub-Saharan Africa. 

Even in the postcolonial era, Africa’s trade 
reflected the influence of neocolonial legacies in 
statistical reporting, currencies, transportation 
and distribution networks, and trade personnel. 
As an illustration, UN trade handbooks from the 
mid-twentieth century considered divisions be- 
tween European currency zones more important 
than Africa’s territorial borders. Trade from na- 
tion-states that used British sterling was distin- 
guished from the trade of other African states. 
With this in mind, Soviet trade with Africa’s new 
countries, generally founded in the three de- 
cades after World War II, took on a trifold sig- 
nificance. Trade in military matériel and spare 
parts supported a number of African states’ 
claims to independence or territorial extent. 
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Trade in consumer goods extended Soviet claims 
to represent material modernity. And finally, 
trade in printed texts and the publication of Af- 
rican authors in the Soviet Union further dis- 
tanced Soviet territories from European colonial 
legacies. 

Soviet military attachés’ sales in Africa’s capi- 
tals were rivaled only by the success of their col- 
leagues’ sales in the embassies of the People’s 
Republic of China (PRC). During the last four 
years of the 1970s, Soviet arms sales to sub- 
Saharan Africa were substantially larger than the 
weapons shipments to the same clients over the 
previous decade. Most of these shipments were 
to two clients: Ethiopia and Angola, both of which 
were subject to internal rebellion and external 
attack. 

In supplying the nation-states of sub-Saharan 
Africa, the Soviet Union established itself as the 
world’s leading weapons dealer. Between 1977 
and 1980, the Soviet Union supplied nearly $2 
billion worth of weapons to Ethiopia, almost qua- 
druple what Angola purchased and more than 
ten times that supplied to Somalia over the pre- 
vious decade. 

Like the PRC and Cuba, East European 
states’ exports to and imports from Africa 
closely followed the pattern of Soviet sales. 
Czechoslovakia exported a significant amount 
of industrial equipment, with exports valued at 
up to three times the Soviet Union’s (as during 
1960); likewise, Yugoslavia’s trade in light weap- 
ons remained brisk throughout the decade. 
Eastern Europe exported services as well as 
goods: these foreign trade ministries offered 
scholarships and technical assistance almost as 
often as trade pacts. However, the Soviet Union 
consistently purchased more from African states 
than did other East European foreign trade 
monopolies. 


TRADE PARTNERS 


Soviet trade with Africa was first directed to the 
postcolonial nation-states on the Mediterranean 
coast. The highest value and volume of weap- 
ons transfers were to Egypt, Libya, and Algeria. 
Exports to Egypt’s comparatively well-estab- 
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lished state were the earliest and the most valu- 
able. Between 1956 and 1973, Egypt’s army— 
the largest in Africa in terms of the number of 
persons in uniform—received more supplies 
than all the continent’s other nation-states com- 
bined. In return for exports of military equipment 
and civilian assistance such as an electrification 
program, the Soviet Union imported agricul- 
tural commodities, as it did from other African 
states. Egypt was exceptional in providing cul- 
tural goods such as Arabic films screened at the 
biannual Moscow International Film Festival, 
then playing at regional theaters throughout 
the 1960s. Images of Egypt provided Soviet citi- 
zens a view of postcolonial Africa: Egyptian 
littérateurs facilitated Soviet access to the 
continent’s other anticolonial leaders through 
a forum like the Afro-Asian People’s Solidarity 
Organization. 

Libya, Egypt's neighbor on the Mediterra- 
nean coast, was chronologically last among cli- 
ents for Soviet weapons, but first in line for 
currency expenditures. After Egypt signed a 
U.S.-sponsored peace agreement with Israel in 
1979, Muammar Qaddafi, the leader of the 
Libyan Arab Republic, in quest for pan-Arab 
leadership, directed the nation’s military to im- 
port Soviet equipment. Libya’s 55,000 military 
personnel, the largest military force in Africa 
per capita, eventually purchased the highest 
ratio of armaments to soldiers in the world; and 
Soviet arms sales, eventually supplying two- 
thirds of the Libyan arsenal, strengthened the 
Soviet Union’s state treasury with Libyan pet- 
rodollars. 

Yet despite Soviet weapons transfers in sup- 
port of Egypt during the 1956 Suez war, and 
Libya’s postcolonial state, similar transfers to 
Algeria’s Front National de Libération (National 
Liberation Front) were stunted, suggesting that 
Soviet leaders exercised caution in establishing 
postcolonial alliances along ideological lines. The 
low volume of Soviet weapons trade with Alge- 
rian rebels helped shore up French authority. 
Some suggest that Soviet leaders exercised cau- 
tion in trading with postcolonial allies to avoid 
weakening French president Charles de Gaulle 
and his attempts to coordinate European unity, a 
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potential challenge to U.S. hegemony in Western 
Europe. 


TRADE GOODS 


The Soviet Union’s foreign trade institutions ex- 
ported material modernity to Africa, with indus- 
trial equipment “made in the Soviet Union.” 
Soviet trade exhibitions throughout Africa dis- 
played state accomplishments of technical mo- 
dernity (concealing trade in military armaments). 
Soviet exports of heavy equipment to Ghana in- 
creased, from a negligible value in 1958, to 6 mil- 
lion rubles in 1959, 3.4 billion rubles in 1960, to 
over 12 billion rubles in 1961. Included in these 
values, “Moskvich” and “Volga” automobiles ap- 
peared on surfaced roads, and new IL-18 pas- 
senger airliners graced Akkra’s international 
airport. The trade mission in Ghana displayed 
generators, industrial equipment, and agricul- 
tural machinery alongside models of the Sputnik 
space satellite and the Vostok capsules that car- 
ried cosmonauts beyond Earth’s gravity. In 
Sudan, an exhibit of “Atoms for Peace” drew at- 
tention to accomplishments in Soviet atomic 
physics, with photographs and models of an 
atomic power station. 

Not only African states but also Africa's resi- 
dents encountered consumer modernity by way 
of Soviet-manufactured goods. Exports of heavy 
industrial equipment were supplemented by 
steadily increasing cultural values exported from 
the Soviet Union to Africa. Postwar foreign trade 
statistics classify all consumer goods together as 
tovary kul’turno-bytovogo naznachentiia (goods for 
cultural and domestic purpose). This classifica- 
tion included the information media (printed 
goods and films) announcing the Soviet Union’s 
recent arrival to global status. But the media were 
only half the message; other items in the classifi- 
cation include equipment for modern living, such 
as bicycles and wristwatches, musical instru- 
ments, sports and leisure equipment, as well as 
cameras, radios and record players, televisions, 
and washing machines. Personal and domestic 
goods, along with their representations, had al- 
ready established a consumer “dreamworld” in 
the prewar Soviet Union: so too, distribution of 
these goods and references to these images ar- 
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ticulated a potent political statement in post- 
colonial Africa. 


Elizabeth Bishop 
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SOYBEANS 


A leguminous plant, known commonly as the 
soybean or soy pea, which serves as a source 
of protein. 


More than 2,500 types of soybeans are used to 
produce products including soy sauce, tofu, veg- 
etable oil, soybean meal, and miso. Besides being 
processed into vegetable oil, soybeans are also 
used as feed for livestock and for fertilizer. Soy- 
beans are also used to manufacture glycerin, 
paints, soaps, plastics, and ink, and are used in 
rubber substitutes. 

The soybean was first cultivated in China 
5,000 years ago. The Chinese used the soybean as 
a major source of protein in their diet along with 
fish. The Chinese did not export large quantities 
of the crop but used it for domestic consumption 
instead. 

In the period after World War II, soybeans be- 
came an important commodity worldwide. The 
United States emerged as the leading producer of 
soybeans, growing up to 70 percent of the annual 
yield worldwide in the 1950s and 1960s. Soybeans 
grown in the United States were placed in crush- 
ers, and the oils extracted were used in vegetable 
oil. Soybeans became the second-largest crop in 
the country behind corn. In 2001, U.S. soybean oil 
exports totaled $8.8 billion, a significant amount 
that helped contribute to an agricultural trade sur- 
plus. The combined value of domestic consump- 
tion and foreign sales of soybean products totaled 
$15.2 billion in 2003. Countries importing U.S. soy- 
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An important source of plant-based protein, soybeans have been a major U.S. export crop for decades. Shown here are U.S. farmers 


harvesting soybean seeds in 1940. (Library of Congress) 


bean products include members of the European 
Union, Japan, Mexico, China, Taiwan, South Ko- 
rea, Indonesia, Thailand, the Philippines, Saudi 
Arabia, and Venezuela. 

Since the 1970s, the United States has contin- 
ued to increase its production of soybeans, while 
the U.S. share of the world export market has de- 
clined to approximately 50 percent. Chief rivals for 
the soybean market are Brazil and Argentina, coun- 
tries that have cleared large tracts of forest for cul- 
tivation during the past few decades. The two 
countries combined control 30 percent of the world 
soybean market. China has become the world’s 
fourth-largest producer. Recent changes within 
China, especially with a shift toward participating 
in the world market and a correlating increase in 
wages and food consumption, has forced it to im- 
port soybean products since domestic need exceeds 
domestic production. 

Historically, tariff rates on soybeans have re- 


mained low in comparison to those of grain crops. 
Lower rates have stimulated trade in soybeans 
between the United States and the European 
Union. The signing of the North American Free 
Trade Agreement has also resulted in more U.S. 
soybean products being shipped into Mexico since 
the duties rates were lowered during the late 1990s 
and then eliminated in 2003. The trend worldwide 
is that as nations increase their food consumption, 
a corresponding increase in soybean imports oc- 
curs, except in the United States, where produc- 
tion continues to exceed domestic consumption. 


Cynthia Clark Northrup 


See also: South America; United States. 
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SPANISH EMPIRE 


Empire that provided much of the inspiration 
for Western expansion and domination of non- 
Western areas in the modern era. 


The dust had barely settled from Spain’s wars of 
liberation from the Moors when the Spanish 
Crown began to redirect the aggressive ambitions 
of its restless population to explore and conquer 
newer worlds. The fruits of these endeavors left 
Spain with the largest and richest colonial empire 
of the 1500s and 1600s and made it a major player 
in the global economy of that era. This proved to 
be a double-edged sword, as the effects of these 
efforts brought lethargy to the Spanish ruling class, 
while simultaneously making Spain’s empire a 
more attractive target. The eighteenth and early 
nineteenth centuries saw a steady erosion of 
Spain’s empire, so that by 1898, when the United 
States virtually finished it off, there was little left 
compared to the glory days of previous centuries. 


BEGINNING OF EMPIRE 


Although the Portuguese were the earliest West- 
ern explorers of the modern era, the Spanish 
quickly caught up with them. In 1490, the Papal 
Line of Demarcation and the Treaty of Tordesillas 
divided the world into Portuguese and Spanish 
halves. While the Portuguese remained content 
primarily to establish trading posts (Brazil being 
a notable exception), the Spanish conquered and 
ruled much of the area they had been allocated. 
Within two generations of these agreements, 
Spain ruled most of the Western Hemisphere as 
well as several island chains in the Pacific, most 
notably, the Philippines, named for Phillip II, 
Spain’s ruler when it was conquered. 

World trade in the sixteenth century consisted 
largely of the exchange that occurred because of 
the activities of the Spanish and Portuguese 


empires. After establishing their empire, the 
Spanish began to enslave the local populations 
and organize the production of exports. Three 
commodities—gold, silver, and sugarcane—com- 
prised the bulk of exports from Spain’s empire. 
All were labor intensive. Spain’s harsh treatment 
of the enslaved population, already severely 
weakened by the introduction of Old World dis- 
eases and the dislocation caused by the Spanish 
conquest, resulted in the near extinction of the 
Native Americans of Central and South America. 
Production, however, had to continue, so the 
Spanish, mimicking the practices of Portuguese 
sugar plantations in the eastern Atlantic, began 
to import African slaves to be their colonial labor 
force. This greatly increased the volume of the 
global slave trade as Spain’s colonies became 
massive slave importers beginning in the mid- 
1500s. As the sixteenth century drew to a close, 
Spain’s empire was the envy of the world and it 
accounted for a large amount of world trade, both 
as a production source and a market. 


DECLINE 


Success proved fleeting for the Spanish empire. 
Other countries started siphoning off some of 
Spain’s colonial prosperity through piracy and 
market competition. Spanish galleons, laden with 
gold and silver, made tempting targets for pirates, 
many of whom were sanctioned and supported 
by Spain’s European rivals like England and 
France. Some of these rivals began to establish 
their own sugar-producing colonies, cutting into 
Spain’s share of the global sugar market. To com- 
pound these problems, much of the wealth that 
still managed to reach Spain was squandered in 
failed efforts to retain control of the Netherlands. 
The wealth spent equipping and paying the mer- 
cenary armies used in this effort rarely contrib- 
uted to the Spanish economy. The Dutch became 
independent and began to compete aggressively 
with Spain. Even the wealth that did stay in the 
Spanish economy had negative consequences. 
The influx of gold and silver, which were the pri- 
mary mediums of exchange, caused massive in- 
flation in Spain. Worse, the price increases did not 
come from economic growth and job creation, so 
wealth in Spain became even more unevenly dis- 
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Success proved fleeting for the Spanish empire as other countries began to siphon off some of 
Spain’s colonial wealth prosperity through piracy and market competition. Pictured here is a 
1609 truce between the Spaniards and Dutch over trade in the East Indies. (The Art Archive/ 
Musée du Chateau de Versailles/Dagli Orti) 


tributed and the economy stagnated. Those rul- 
ing Spain and whose prosperity continued saw 
no reason to pursue policies to promote industri- 
alization. Spain could still draw impressive 
amounts of wealth from its colonies and use that 
to buy powerful mercenary armies, but it faced 
greater competition for that wealth and its largely 
subsistence economic structure remained un- 
changed, while its rivals were also growing eco- 
nomically and creating the basis for more complex 
and powerful economies. 

By the end of the War of Spanish Succession in 
1714, Spain’s empire was clearly in decline. The Brit- 
ish obtained the Asiento, a monopoly on the slave 
trade in Spain’s empire. This meant that the Span- 
ish no longer profited from one of the major trades 
occurring in their empire: the slave trade. Other 
trends that caused Spain’s decline continued for 
the rest of the eighteenth century. Sugar produc- 
tion in other places increased, and the Spanish 
continued to wage costly wars, most of which they 
lost. A greatly humbled and weakened Spain fell 
to Napoléon Bonaparte in 1808, setting the stage 
for the dissolution of much of its empire. 


IMPERIAL COMPETITION 
The British, seeing a chance to expand their eco- 


nomic influence and weaken one of Napoléon’s 
allies, encouraged revolts in Spain’s Latin Ameri- 


can empire. These revolts ultimately succeeded, 
and by the 1820s only the Philippines, Cuba, 
Puerto Rico, and a handful of smaller Pacific and 
Caribbean islands remained under Spain’s con- 
trol. These areas accounted for only a fraction of 
the trade of Spain’s former empire. Much of the 
trade of Spain’s former colonies ended up in Brit- 
ish hands, since they had been able to select rebel 
groups to support that were friendly to British 
economic interest. 

Although it continued to rule its remaining 
colonies, Spain’s limited level of industrialization 
left it increasingly unable to provide both the goods 
and markets its colonies needed to maintain their 
economies. Even as early as the 1840s, Britain and 
the United States consumed more of the exports 
of Spain’s colonies than Spain. As the nineteenth 
century wore on, perhaps at the instigation of their 
other trading partners, revolts broke out against 
Spanish rule in the largest of Spain’s remaining 
colonies. Capitalizing on these situations, the 
United States went to war with Spain and took 
the remainder of its colonial empire in 1898. Five 
hundred years after it began, the Spanish empire, 
which had once been the envy of the world, fell in 
less than four months to a country that did not 
exist when Spain’s empire was in its prime. 


David Price 


See also: Wars for Empire. 
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SPICE ROUTE 


A medieval trade route connecting the East- 
ern and Western portions of the known world 
and a catalyst for the fifteenth century’s epic 
sea voyages that led to the discovery of the 
American continent and the Caribbean. 


The Spice Route as defined today originated in 
India and threaded its way through Arabia, North 
Africa, Egypt, and western Europe. Over the cen- 
turies, control of the world’s spice trade has been 
passed among Arabia, the Venetian Republic, Por- 
tugal, Spain, England, and the Netherlands. 
Unlike the overland Silk Road, the other ma- 
jor East-West route, the Spice Route was primarily 
on water. Ships made their way to the Middle East 
on the Indian Ocean and returned by sailing 
around the Arabian Peninsula and up the Red Sea 
to Cairo and Alexandria or up the Persian Gulf and 
overland to the eastern coast of the Mediterranean. 


EUROPEAN DIET 


The dismally tasteless diet of the Europeans fu- 
eled an insatiable demand for anything that 
would make it more savory. Before the invention 
of refrigeration technology in the nineteenth cen- 
tury, salting was the preferred method for pre- 
serving food, but this rendered it nearly inedible. 
Medieval diners had to find other ways to make 
their meals palatable. 

Spices were indispensable to this goal. Pepper- 
corn from India’s Malabar Coast became the most 
prized spice because it could overpower the salti- 
ness of preserved foods. During the Middle Ages 
(476-1453), Europeans considered it so valuable 
that by the eleventh century many towns used 


pepper as currency. A sack of pepper was as valu- 
able as a man’s life. 

Other spices were nearly as precious. One 
pound of ginger was worth one sheep, and a 
pound of mace was worth three sheep. The coun- 
tries of the Spice Route supplied the world with 
such staples as cinnamon, mustard, parsley, car- 
damom, marjoram, turmeric, gums, and resins. 

Spices did more than add flavor. They were 
used in medicines, fumigants, perfumes, fabrics, 
and religious ceremonies. 

The transportation of spices from their points 
of origin to their destination was based as much 
on politics as on shipping capabilities. 

By 950 B.c.£., Arabia had become the broker 
between the East and West on the strength of 
its merchants’ success in keeping the origins of 
the spices a secret. In the Middle Ages, these 
merchants acquired their spices directly from 
India, the East Indies, and from the Javanese and 
Chinese ships that moored in Indian ports. They 
funneled the cargo to Egypt, where Western 
ships picked the bounty up and returned home. 

In the thirteenth century, the Venetian Repub- 
lic emerged as the dominant Western power in 
the spice trade, owing to good fortune and crafty 
leadership. In 1095, Venice had the foresight to 
serve as a supply depot for Christians joining the 
Crusades. The Fourth Crusade enhanced the sta- 
tus of Venice as a merchant power in 1204, when 
the city gained control of Constantinople. This 
city-state eventually controlled all trade coming 
through Cairo, having struck a monopoly agree- 
ment with the Arabs. 

Venice’s main competitor was Genoa, which 
had itself acquired the Byzantine empire trade 
in 1261. This gave Genoa control of the Black 
Sea and cleared the way for its expansion into 
Africa and Central Asia. Venetians solved their 
differences with Genoa in 1381 when Venice 
defeated its rival in battle. By this time, Venice 
had established a stranglehold on European 
spice imports. 

But the monopoly was already unraveling, and 
one of Venice’s own merchants proved to be its 
undoing. In 1271, Marco Polo, his father, and his 
uncle journeyed to China, where Polo befriended 
Emperor Kublai Khan and wrote extensively of his 
travels. His account of their twenty-four years in 


Asia was published as The Travels of Marco Polo and 
became a sensation. 

Polo revealed the information that Arab mer- 
chants had struggled to keep secret from their Eu- 
ropean customers: the source of the spices. The 
race was on to find a route that would shatter the 
Venetians’ monopoly. This purpose was at the root 
of the sailing expeditions known as the voyages 
of discovery. 


PIONEERING THE SEA 
ROUTE 


Portugal was the first to succeed on these voy- 
ages, in large part owing to its unprecedented 
knowledge of navigation and shipbuilding. Prince 
Henry the Navigator, the third son of King John, 
founded his own shipping company and estab- 
lished a school of navigation. His mariners learned 
the science of using the magnetic compass and 
creating navigational charts just when Portuguese 
shipbuilders were figuring out how to build ves- 
sels that could sail against the wind. 

Bartolomeu Dias was the first of Portugal’s 
seamen to find a way to the East. He forged a 
route around Africa’s Cape of Good Hope to the 
Indian Ocean in 1487. A decade later, Vasco da 
Gama’s ten-month expedition took Dias’s route 
around Cape of Good Hope to Calicut on the coast 
of India, a feat that broke the Venetian Republic’s 
grip on the trade. 

Spain attempted to find its own route in 1492 
when King Ferdinand and Queen Isabella agreed 
to fund Christopher Columbus's voyage. That ef- 
fort failed to reach India, because Columbus 
stumbled onto the Americas instead. His discov- 
ery was a boon to food lovers everywhere, who 
could now indulge in such Native American deli- 
cacies as chocolate, tomatoes, potatoes, corn, and 
chili. 

Spain bowed out of the spice trade when King 
Charles ceded his rights in this arena to King John 
of Portugal in favor of the Spanish conquest of 
Latin America. It was left to other countries to fight 
over which one would become the world’s spice 
merchant. 

In 1497, Britain made its quest. Giovanni 
Caboto, a Venetian navigator who had relocated 
to England and rechristened himself John Cabot, 
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sailed under the British flag to Canada, which he 
mistook for Asia. 

In 1519, the Portuguese navigator Ferdinand 
Magellan sailed under the Spanish flag and dis- 
covered a water passage at the tip of the Tierra del 
Fuego in South America linking the Atlantic and 
Pacific Oceans. The passage now bears his name, 
the Straits of Magellan. Although Magellan was 
killed in the Philippines in 1521, his voyage con- 
tinued under the command of Juan Sebastian de 
Elcano, making it the first to circumnavigate the 
earth. Sir Francis Drake sailed under the British 
flag in 1577 and arrived on the west coast of North 
America by way of the Straits of Magellan, only 
the second European after Magellan to success- 
fully navigate this treacherous crossing. But it was 
the success of Portugal’s voyages and its conquest 
of the Malay port of Malacca (Melaka) in 1511 that 
gave Portugal supremacy over the East Indian 
spice trade for the rest of the century. 

In 1595, the Dutch brothers Cornelis de 
Houtman and Frederik de Houtman took an ex- 
pedition to the Spice Islands (Moluccas). Their 
success led to the formation of the Dutch East 
India Company in 1602, two years after the Brit- 
ish formed their own East India Company. In 
1664, the French founded a similar trading en- 
deavor. 

The Dutch and British ventures were the more 
powerful. The Dutch East India Company mo- 
nopolized trade from the East Indies while the 
other oversaw trade in mainland India. In 1641, 
the Dutch wrested control of Malacca (Melaka) 
from the Portuguese. The Dutch eventually took 
over Ceylon’s cinnamon trade and nearly all trade 
in Java. War broke out between the Dutch and 
the English in 1780 that had a devastating effect 
on the Dutch East India Company. By 1796, the 
British controlled all Dutch interests in the East 
Indies except for Java, and two years later the 
Dutch East India Company was dissolved. 

The British East India Company went out of 
business in 1873 after political upheaval and inter- 
national objections to its monopoly eroded the 
business. The power of any one country to mo- 
nopolize the spice trade faded in the intervening 
years, and the business of spice trading fell to the 
free market. By that time, the legendary spice mer- 
chants and the mariners who sought the origins 
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of the trade had succeeded beyond their boldest 
expectations. 


Ann Saccomano 


See also: British East India Company; Columbus, Christopher; 
Navigation; Polo, Marco; Silk Road. 
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SPICES 


Dried parts of various plants cultivated for 
their aromatic, pungent, preservative, or oth- 
erwise desirable substances. 


In addition to being a luxury good, spices were 
also widely used for food preservation in the me- 
dieval world. Spices consist of fruits, seeds, leaves, 
bulbs, and other plant components. They have 
been used for thousands of years, especially in 
Asia, where most of them grow. Many spices, such 
as nutmeg, mace, and cloves, were only grown 
on a few tiny islands in what is today Indonesia. 
Others, such as pepper, cardamom, and ginger 
were grown over wider areas of Southeast Asia. 
Mesoamerican civilizations used chili as a dietary 
staple. 

Trade in spices had its beginnings in the an- 
cient times and held tremendous economic, po- 
litical, and cultural significance. Cardamom, 
ginger, and cassia were among the first spices to 
be traded commercially in the East, reaching and 
finding a large market in China. 

As early as 2600 B.c.£., the Egyptians gave 
spices obtained from Asia to the laborers build- 
ing the Great Pyramid of Cheops, believing that 
it would give them strength. In the first millen- 


nium B.c.E., cloves were already popular in the 
Middle East. By 1 c.£., cardamom and cassia were 
also widely used in the Middle East. 

Given that the Indonesian islands and India 
were the primary sources of spices and that the 
Europeans had difficulty obtaining spices, the 
prices for spices in Europe were quite high. The 
Arabs held a virtual monopoly on the spice trade 
with Europe, making huge profits on it, until 
they were succeeded by the Ottoman empire. 
Their European partner, who also enjoyed a 
near-monopoly on the next leg of the spice trade, 
was Venice. The Turkish and Venetian monopo- 
lies were broken with the arrival of the Portu- 
guese in India in 1498 and their subsequent 
conquest of several important spice centers, 
most important, the port of Malacca (Melaka). 
The spice prices in Portugal promptly dropped 
to one-fifth of the market price in Venice. Chili, 
mistakenly called “pepper” by Christopher Co- 
lumbus, was found in abundance by the Span- 
ish in the Americas and began to filter into 
European markets. 
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Trade in spices had its beginnings in ancient times and held tre- 
mendous economic, political, and cultural significance. Pictured here 
is an illuminated thirteenth-century manuscript depicting Muslim 
traders carrying cloth and spices for export. (Library of Congress) 


In the seventeenth century, the Dutch East 
India Company became the world’s largest spice 
producer and trader by taking over many Indo- 
nesian islands and running large spice plantations 
there. Unable to control all the spice-producing 
islands, the Dutch went so far as to destroy all spice 
trees on some to ensure their monopoly on the 
spices produced on the Dutch-controlled islands. 

In spite of the company’s frantic efforts, the 
spice trade changed radically by the end of the 
eighteenth century. Most spices were no longer 
limited to a few small islands in Indonesia that 
could be controlled by a single power, but had 
been spread by the Europeans all over the world 
and grown in increasingly larger quantities, fur- 
ther driving down the prices. For example, the 
French were able to procure some clove seedlings 
and broke the Dutch monopoly by successfully 
growing them on the Seychelles and Réunion Is- 
land. Commodities that were once luxury items 
reserved only for the rich and powerful became 
a part of the diet and use of the middle class and 
then societies at large. 


Mikhail S. Zeldovich 


See also: Arabs; Dutch; Genoa; Melaka; Ottomans; Pepper; 
Portugal; Venice. 
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SRIVISJAYA EMPIRE 


An Indonesian-governing empire known for its 
control of commercial trade routes in South- 
east Asian islands from the seventh to the thir- 
teenth centuries. 


Originating in what is now southern Sumatra, the 
Srivijayas came to power in approximately 700 
c.E., with their capital thought to be close to 
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today’s Palembang in Sumatra or Bukit Segun- 
tang. At its peak, the Srivijaya empire reached as 
far as West Java and the Malay Peninsula. The 
Srivijaya empire attained its height of power dur- 
ing the ninth and tenth centuries, during which 
it controlled the maritime trade route between 
China and India, which passed through the Strait 
of Malacca (also called Melaka). 

Srivijaya power relied mainly on ships, the 
vehicles of its trade. Not only did the Srivijayas 
control important trading routes, but they also dis- 
couraged alternate trading routes, because for 
many years they provided security from piracy 
in neighboring waters, a safety that many poten- 
tial alternate harbors could not provide. In fact, 
the southeastern coast of Sumatra had little to 
boast except for its harbors, safe anchorages, river 
systems, and wide swamp belt preventing attack 
from the interior. The Srivijayas’ control of trad- 
ing routes allowed them to dominate port king- 
doms, such as Langkasuka, Chi Tu, Malayu 
(Jambi), Qie Zha (Kedah), Pan-pan, Ligor, and 
Takuapa in the Malay Peninsula and much of 
Sumatra. 

The Srivijayas provided an essential link be- 
tween the South China Sea and the Indian Ocean 
at atime of great demand for Asian maritime trade. 
The strong Indian and Hindu influence found in 
Srivijaya artifacts demonstrates the empire’s ties 
to and trade with India. Before the Majapahit em- 
pire destroyed it, Singapore was a trading center 
in the Srivijaya empire. The Srivijayas traded cam- 
phor, perfumes, benzoin, cubeb pepper, cloves, 
frankincense, and pine resin. As the power of the 
Srivijayas grew, so did their desire for exclusive con- 
trol of trading activities and their imposition of 
heavy duties, tolls, and tributes. These actions, par- 
ticularly in the farther reaches of Srivijaya terri- 
tory, inspired resentment and revolt, leading to the 
Srivijayas’ decline. The Javanese overtook the 
Srivijaya empire in 1280. 


Sanchitha Jayaram 


See also: China; Frankincense and Myrrh; Pepper; Perfume. 
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STEAM ENGINE 


An engine powered by steam that contributed 
to the Industrial Revolution as well as a trans- 
portation revolution. 


Thomas Newcomen conceived of, experimented 
on, and built the first working steam engine. His 
idea of moving a piston inside a cylinder by atmo- 
spheric pressure by the partial vacuum of steam 
condensing was the first of its kind. The vacuum 
created was an important innovation. Though he 
worked on it for ten years, he could not get a patent 
for it. Thomas Savery had previously received a 
patent for each engine based on fire. This restricted 
Newcomen’s chances to market his engine, so he 
formed a partnership with Savery. 

Both the Savery and Newcomen engines were 
being used in coal mines to remove excess water. 
By 1725, the Newcomen engine was also used to 
deliver water to mills for use on their wheels. 
Though a great advance, Newcomen’s engine was 
still inefficient. Each injection of water chilled the 
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cylinder. The remaining steam was consumed in 
reheating the cylinder for the next stroke. 

In 1757, James Watt became an instrument 
maker for the University of Glasgow. While there, 
he became interested in steam engines. Watt re- 
paired the university’s model of Newcomen’s 
engine. After studying it carefully, he realized that 
the Newcomen engine model used too much 
steam. In fact, it used more than it generated, thus 
making it inefficient. 

Watt made an improvement that increased the 
efficiency of the machine. He added a second cyl- 
inder to allow the main cylinder to run at higher 
temperatures without cooling off. This was the 
main problem with Newcomen’s engine: the 
water injected into just the one cylinder to con- 
dense the steam also cooled the cylinder at the 
same time. 

By 1769, Watt sought and obtained a patent 
for his engine. He gained support for developing 
his engine from Matthew Boulton, a major manu- 
facturer in Birmingham, England. In 1776, Watt 
built an engine with a precise cylinder to pump 
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THE FIRST STEAM ENGINE 
DESIGNED AND BUILT 
UNITED STATES 

InvERTORS. OLIVER KVAND: 


PHILADELPHIA, PA. 1904. 


Arguably the most important invention of the early Industrial Revolution, the steam engine—including this one from 
1801, the first manufactured in the United States—dramatically changed the method and pace of manufacturing and 


transportation. (Library of Congress) 


water at Bloomfield Colliery. This precision was 
made possible by the invention of a new type of 
lathe that allowed fine metalworking. The 
Wilkinson ironworks manufactured the lathe. 

The Watt steam engine was one of those revo- 
lutionary inventions of the eighteenth century 
that changed the course of transportation as well 
as manufacturing forever. After its inception, 
steamships began plying the oceans, the railroad 
was invented shortly thereafter, and factories be- 
came mechanized with steam power instead of 
waterpower. It was the driving force of the In- 
dustrial Revolution. 


Peter E. Carr 


See also: Industrial Revolution. 
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STEAMSHIP 


A new form of ship, which, after it came into 
wide use by the mid-1800s, revolutionized 
much of the transportation on which world 
trade was based. 


The application of steam power to water trans- 
portation greatly improved long-distance trans- 
portation around the globe. Although steamships 
were eventually eclipsed as the primary vessels 
for oceanic and long river transport, they were a 
critical factor in beginning the creation of a glo- 
bal economy in the mid-nineteenth century. 
Steamships saw their first commercial use in 
short-distance river trade within countries in the 
early 1800s. The high seas and lack of fuel en route 
precluded their use for transoceanic voyages un- 
til the late 1830s. By 1840, as these and other tech- 
nical problems were overcome, regular steamship 
service was established between the United States 


The steamship transformed international trade by allowing for faster and more predictable river and ocean transport. Shown here is the U.S. 
steamship Washington. (Library of Congress) 
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and Britain and the groundwork was being laid 
for such service between Britain and India. 

Regular oceanic steamship service drastically 
changed world trade. Steamships, not dependent 
on fickle winds, could be faster and more reliable 
than sailing ships. This allowed much more pre- 
dictable schedules for passenger, cargo, and mail 
transportation. There was a limit to the size and 
speed of sailing ships. Theoretically, steamships 
had no such limits. The freeing of long-distance 
water transportation from the limitations of sail- 
ing vessels made it much easier to increase the 
volume of world trade and give it the same level 
of reliability and punctuality that land trade 
within individual countries had. 

Not surprisingly, steam engines began to 
power military vessels at about the same time they 
did commercial ones. Steam-powered gunboats 
were instrumental in Western imperialism in the 
nineteenth century. They gave Western warships 
a decisive advantage in speed, maneuverability, 
size, and firepower against non-Western wind- and 
manpowered navies, as Britain demonstrated with 
devastating effect in the Opium Wars (1839-1842 
and 1856-1858) against China. The need for coal- 
ing stations influenced the geography of nine- 
teenth-century Western expansion. Coastal areas 
and coal-rich regions were of utmost importance, 
so much so that Western powers often sought con- 
trol over them early and directly when expanding 
their overseas empires. One of the most famous 
examples of this was the attempt by the American 
navy to force Japan to end its opposition to involve- 
ment in the world economy during the 1850s, a 
time when new American steamships were look- 
ing for fueling sources in the North Pacific. 

In the early twentieth century, steamships 
were starting to be seen as antiquated. Although 
they were reliable in terms of speed and travel 
time, steamships were still unreliable in terms of 
safety. There were horrific and catastrophic me- 
chanical accidents, like the boiler explosion that 
destroyed the USS Maine in 1898. By the 1920s, a 
new, more stable type of engine, the diesel-pow- 
ered internal combustion engine, was replacing 
the steam engine as the favored motor for ocean 
transport. The new diesel ships carried cargo on 
the same routes pioneered by their steam-pow- 
ered predecessors. However, petroleum, their 
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base fuel source, would steer world trade and in- 
ternational conflict to regions often little touched 
in the age of steam. 


David Price 


See also: British Empire. 
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STEEL 


A metal that has been used in many industries 
such as automobile, construction, weapons, 
machinery, and equipment and has been a ba- 
sic ingredient for industrialization. 


The iron and steel industries are of vital impor- 
tance to both developed and developing coun- 
tries because they provide raw materials for many 
industries including strategic industries, such as 
agriculture (e.g., to cultivate soil and dig water 
channels), all the subcategories of the industrial 
sector, and the military industry. 

The desire to industrialize, not to lag behind 
rivals in the industrialization competition, and to 
catch up to rich countries are common goals for 
developing countries. Because of the associated 
importance of industrialization, the iron and steel 
industries are viewed as an engine of both devel- 
opment and growth. 

The first humans used stone as a tool for pro- 
tecting themselves. Eventually, these stone tools 
and weapons were replaced with bronze and iron. 

Steel is iron that is malleable and is (a) cast 
into an initially malleable mass, (b) capable of 
hardening greatly by sudden cooling, or (c) both 
cast and capable of hardening (tungsten steel and 
certain classes of manganese steel are malleable 
only when red hot). Normal or carbon steel con- 
tains between 0.3 and 20 percent carbon, enough 
to make it harden when cooled suddenly, but not 
enough to prevent it from being usefully mal- 
leable when hot. 


866 STEEL 


The history of modern mass production of steel 
can be credited to Sir Henry Bessemer, who per- 
fected the process of decarbonizing iron to create 
steel in 1856 after purchasing the patent from the 
original inventor. The process was adapted and 
perfected by the development of the open-hearth 
furnace, allowing mass production and the inex- 
pensive manufacturing of steel. By the time the 
American Civil War ended, the United States was 
the world’s leading producer of steel, giving rise 
to noted Gilded Age steel tycoons such as Andrew 
Carnegie, Henry Clay Frick, and Charles Schwab. 
Aging iron rails were soon replaced by steel fol- 
lowing the Civil War, and the first skyscraper, the 
Tacoma Building, was built in Chicago in 1889. The 
Age of Steel had arrived, with the United States 
dominating, and transformed old and created new 
industries in the twentieth century. 

Some of the basic iron and steel industries are: 
Thomas (basic) slag, Spiegeleisen and ferro- 
manganese, pig iron, foundry, pig iron, steel mak- 
ing, ingots for tubes, sheets, galvanized, hoop and 
strip, hot-rolled, railway track material, wheels, 
wheel centers, tires and axles, wire rods, and 
tinplate. Long products (long bars of steel) are gen- 
erally used in building steel constructions and rail- 
road and bridge construction. Flat steel is generally 
used in ship and wagon construction and in the 
automotive and canned food industries. 


Elfi Cepni 
See also: Carnegie, Andrew; Iron. 
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SUEZ CANAL 


Opened in 1869, the Suez Canal connects the 
Red Sea to the Mediterranean Sea through the 
narrow isthmus linking Africa to the Middle 
East. 


Ancient Egyptians built several canals to facilitate 
trade, transport large blocks of rocks, and transfer 
troops to rebellious provinces. The largest and 


most famous of them linked the easternmost 
branch of the Nile Delta’s seven branches east to 
the Bitter Lakes through the depression of Wadi 
Tumilat, then, following the route of the modern- 
day Suez Canal, south to the Red Sea. Construc- 
tion for the canal began under Necho II (610-595 
B.C.E.). It was enlarged, abandoned, and reex- 
cavated several times by Egypt's various rulers, 
including the Persian king Darius I, Roman em- 
peror Trajan, and the Arab ruler Amr Ibn AI-As, 
then fell into disrepair. In 1497, Portuguese sailor 
Vasco da Gama found a route around Africa to 
India, thus reducing the need for a direct sea route. 

During Napoléon Bonaparte’s expedition to 
Egypt (1798-1799), French engineer Charles Le 
Pére attempted to build a canal from the Medi- 
terranean to the Red Sea. After calculating, erro- 
neously, that the Red Sea was nearly thirty-three 
feet above the level of the Mediterranean Sea, he 
quickly abandoned the project, which the French 
consul to Egypt, Ferdinand de Lesseps, revived 
half a century later. Under his leadership, and 
with heavy reliance on Egyptian forced labor, the 
Suez Canal finally opened with great fanfare in 
1869 after ten years’ work. Directly linking the Red 


Among the greatest engineering feats of the nineteenth century, 
the Suez Canal, opened in 1869, dramatically shortened the sailing 
distance between Europe and India and the Far East. Shown here 
is Egyptian beef being prepared for loading onto ocean liners at 
Port Said, at the northern end of the canal. (Library of Congress) 


Sea to Port Said on the Mediterranean, rather than 
going through the Nile River as the ancient Egyp- 
tians had done, the Suez Canal is over 100 miles 
long and 180 feet wide. As of fiscal year 2002-2003, 
more than 14,600 ships used the canal, with an 
annual revenue from receipts of $2.68 billion for 
the Suez Canal Authority. 

Despite its value as a trade route, the canal be- 
came most notable for its strategic and political sig- 
nificance. In 1875, when the Egyptian ruler, 
Khedive Ismail, encountered financial difficulties, 
he sold his 44 percent share in the Suez Canal Com- 
pany to the British government to pay off debts. 
British interest stemmed from the canal’s location, 
which allowed British ships on their way to India 
to cut their journey by 6,000 miles. To further se- 
cure their control over the canal, the British sent 
troops and established a protectorate over Egypt 
(1882), much to Egyptian nationalists’ dismay. 

In July 1956, Egyptian dictator Gamal Abdel 
Nasser, hoping to use toll fees to finance the Aswan 
High Dam, nationalized the Suez Canal Company. 
A joint British-French-Israeli force successfully oc- 
cupied the canal area three months later, but had 
to withdraw under intense international pressure. 
The Arab-Israeli conflict kept the canal at the cen- 
ter of diplomatic controversies. After Israel occu- 
pied the Sinai desert during the 1967 war, the 
canal, first a buffer zone, then a battleground dur- 
ing the 1973 war, closed altogether until 1975. Is- 
rael and Egypt signed a peace treaty in 1979 that 
reopened the canal to ships of all nations. 


Philippe R. Girard 


See also: Egypt; Mediterranean Sea. 
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SUGAR 


A sweet-tasting substance derived from sug- 
arcane or sugar beets that is a lucrative com- 
modity. 
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While its exact origins are unknown, sugar pro- 
duction began either in the Bengal region of In- 
dia or in Southeast Asia. It then spread to Persia. 
From there, Arab conquerors took sugar to the 
shores of the eastern Mediterranean. By the 
twelfth and thirteenth centuries, sugar-growing 
estates emerged in the crusader kingdoms of Pal- 
estine. From the Middle East, European traders 
transferred sugar production to a number of 
Mediterranean islands by the fourteenth century. 
Already, a typical pattern of sugar production had 
developed that included forced labor, large tracts 
of land, and well-developed long-distance trade. 

In the fourteenth century, Cyprus was the 
major producer in the Mediterranean. Catalan 
and Venetian families operated sugar estates on 
the island. They made use of local peasants, along 
with Syrian and Arab slave laborers. There was 
also notable production of sugar on Crete and 
Sicily and in North Africa. 


SUGAR IN THE EASTERN 
HEMISPHERE 


A key change occurred sometime in the fifteenth 
century with the introduction of a new type of 
mill. Traditionally, sugar had been processed with 
a large circular stone rolled over pieces of cut cane. 
The new type of mill, developed somewhere in 
the Mediterranean or Atlantic, consisted of two 
cogged rollers through which the cane passed. 
The roller mill could squeeze more juice from the 
cane, and there was no need to cut the cane into 
pieces. Therefore, the roller mill reduced the 
amount of time and labor needed to produce 
sugar while increasing mill capacity. 

As sugar tended to spread along with Islam, it 
arrived in the Iberian Peninsula with the Moorish 
invasions of the eighth century. As early as 1300, 
sugar from Muslim Malaga was sold in Bruges. 
By the 1400s, sugar from Valencia and the Portu- 
guese Algarve was sold in southern Germany, the 
Low Countries, and England. 

Iberians depended on the Mediterranean for 
technological and organizational models of sugar 
production. The Spanish and Portuguese also re- 
lied on Mediterranean merchants for capital and 
commerce. For example, Prince Henry of Portu- 
gal sent for cane plantings and sugar technicians 
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from Sicily in the 1420s. Italians played a key role 
in Iberia, especially in Portugal. The Portuguese 
Crown made royal grants to Italians to establish 
mills. Soon, there was enough of a surplus in Por- 
tugal that Genoese merchants traded Portuguese 
sugar to other parts of Europe. 

The spread of sugar production in the Iberian 
Peninsula led to a resurgence of slavery. This ten- 
dency became especially pronounced with Por- 
tuguese expansion to West Africa in search of gold 
and spices. While slavery was an old institution 
in Europe, there was now an increasing empha- 
sis on African plantation slavery, a system that 
would first spread to certain Atlantic islands and 
then to the Americas. 

The Spanish and Portuguese Atlantic islands 
served as prototypes of plantation colonies. The 
characteristics of these plantation societies in- 
cluded heavy capital investment, reliance on a 
single export product, and the use of slave labor. 
In the late-fifteenth century and into the sixteenth 
century, the island of Madeira and the Canary 
Islands became the major sugar producers in the 
West. Genoese, Castilian, Catalan, and Portuguese 
merchants exported sugar from Madeira and the 
Canaries until competition from the New World 
reduced the role of the islands. Sugar production 
expanded in scale when the Portuguese began 
growing sugar on the Cape Verde Islands and Sao 
Tome. 


SUGAR IN THE AMERICAS 


In the New World, the Portuguese colony of Bra- 
zil was the first major sugar producer. Sugar plan- 
tations concentrated in northeastern Brazil, in the 
regions of Pernambuco and Bahia. The produc- 
tion of sugar in Brazil began in earnest in the late 
1500s, and it remained Brazil's key export prod- 
uct until the 1830s. Brazilian colonists reaped prof- 
its in the early years of the sugar trade, as prices 
rose until the 1610s. Sugar prices then fell from 
the 1610s until they began to rise again in the 1620s 
and 1630s. Prices fell once again in the late 1600s, 
when international competition and the discov- 
ery of gold in Brazil hurt the sugar producers. 
Sugar is bulky and perishable, thus requiring 
rapid handling and transport to avoid spoilage 
and storage costs. Until the mid-seventeenth cen- 


tury, the Portuguese were less restrictive than their 
Spanish counterparts in their colonial trade. While 
there was some limited use of convoys to trans- 
port sugar to Portugal, all Brazilian and Portu- 
guese ports were open to trade. Furthermore, 
besides Portuguese merchants, many English and 
Dutch shippers under Portuguese license oper- 
ated in Brazil. Between 1609 and 1621, the Dutch 
transported two-thirds of Brazilian sugar to vari- 
ous European markets, including Amsterdam, 
which had forty sugar refineries by 1650. How- 
ever, the Dutch occupation of much of the Brazil- 
ian coast from the 1630s to the 1650s led the 
Portuguese to be more protective of their colo- 
nial trade. 

The Brazilian sugar trade spurred other trade. 
Once sugar reached Portugal, it was often traded 
to other European countries for manufactured 
goods. Sometimes, Brazilian sugar made its way 
to Asia in exchange for spices and silks. The South 
American interior produced food for the planta- 
tion zones. The growth of Brazilian sugar also sig- 
nificantly promoted the expansion of the Atlantic 
slave trade. 

The development of the sugar industry in Bra- 
zil contributed to the growth of the African slave 
trade. In the seventeenth century, Brazilians im- 
ported an average of 5,600 African slaves each 
year. By 1750, some 70 percent of the population 
of the plantation zone was Afro-Brazilian. The fact 
that the Portuguese controlled the slave ports of 
West Africa further intensified the slave trade to 
Brazil. By 1810, 2.5 million African slaves had been 
forcibly taken to Brazil. 

After the Portuguese expelled the Dutch from 
Brazil, the Dutch took their sugar expertise to the 
Caribbean. After the 1650s, the Dutch, French, and 
British colonies in the Caribbean joined the ranks 
of major sugar producers. By 1700, the West Indies 
had surpassed Brazil as the world’s key source of 
sugar. Barbados became the wealthiest of Great 
Britain’s New World colonies. Soon, the French 
colony of Saint Domingue (modern-day Haiti) 
became the richest of the sugar colonies. Even 
more than in Brazil, the Caribbean colonies de- 
pended on the importation of African slaves. 

Hawaii became an important sugar producer 
in the nineteenth century. The first successful 
sugar plantation went into operation in 1835. Ex- 


tensive irrigation projects in the 1850s increased 
production on the islands. In 1876, Hawaii signed 
an agreement with the United States that allowed 
for the duty-free import of Hawaiian sugar in ex- 
change for a coaling station at Pearl Harbor. This 
agreement led to a major expansion of the sugar 
industry in Hawaii. Production of Hawaiian sugar 
peaked in the 1930s. 


Ronald Young 


See also: Mediterranean Sea; Spanish Empire. 
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SURAT 


Situated on the western coast of Gujarat, on 
the left bank of the Tapti River, on the Gulf of 
Cambay (Khambhat); it has been a very im- 
portant center of trade and commerce. 


Although Surat is considered ancient, being as- 
sociated with the folklores of Lord Krishna, the 
present-day city came to prominence during 
medieval times. Previously, the nearby Rander, 
on the right bank of the Tapti, was the principal 
commercial center south of Bharuch. Surat 
emerged with the decline of Rander. By the six- 
teenth century, Surat became an important city 
for its port and trade. In 1573, Surat was passed 
off into Mughal hands. During the Mughal times, 
it was India’s gateway to the annual hajj pilgrim- 
age to Mecca. The port of Surat enjoyed prosper- 
ity especially from the sixteenth to the eighteenth 
centuries. Surat emerged as one of the major cen- 
ters of world capitalism. 

Even though the Portuguese Company had no 
settlement here, it controlled the nearby Diu and 
Daman. From there, the Portuguese enforced their 
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cartaz system on the local ships on the sea. This 
led to their controlling the trade from Surat. The 
cartaz system was a pass for safe passage for which 
the merchants had to pay the levy. Any ship that 
fell into the Portuguese hands and did not have 
the cartaz was confiscated. Free cartaz were given 
to the Indian rulers. Akbar, the Mughal emperor, 
also obtained one from the Portuguese viceroy of 
Goa. Apart from this, the Portuguese prohibited 
the movement of munitions, spices, pepper, iron, 
copper, and wood by the Turks and Ethiopian 
Muslims, who were the main competitors. 

At the political level, Akbar was not satisfied 
with the Portuguese, but he did not engage them 
militarily. However, the relation between Mughals 
and Portuguese deteriorated particularly in 1613 
when the Portuguese seized four imperial vessels 
near Surat. Consequently, the Mughal governor 
of Surat was ordered to take action against the 
Portuguese. As the navy was the weak point of 
the Mughals, the help of the British was neces- 
sary to defeat the Portuguese, and the privileges 
granted to the Portuguese were withdrawn. 

With the emergence of the British and the 
Dutch in the Indian Ocean trade, the Portuguese 
superiority on the seas was undermined. In fact, 
the coming of Dutch and British to extend their 
trade to Gujarat was welcomed to break the Por- 
tuguese monopoly. The new emerging powers 
now gained access to India. They were granted 
permission by the Mughals to set up their first 
factory in Surat. The British (1613) and Dutch 
(1617) started by opening their factories in Surat. 
Later on, the French also opened their factory in 
1664. These factories were warehouses and trade 
settlements, and not manufacturing factories. 

Surat had a developed credit market. This 
functioned through brokers. Every businessman, 
big or small, operated through these brokers. Also, 
a complex interplay of caste relations went into 
the trading and financing structure. Various com- 
munities like the Baniyas, Jains, Bohras, and 
Sarrafs would participate in it. Among the Indian 
traders of Surat, there was Virji Vora, who dur- 
ing the first half of the seventeenth century en- 
gaged in banking, shipping, and trade. Even the 
Verenigde Oostindische Compagnie (Dutch East 
India Company) would raise finances from him. 
Another figure was Abdul Ghaffur. He was the 


870 SURAT 


largest merchant during the latter half of the sev- 
enteenth century. He owned over twenty ships 
with a huge carrying capacity that was compa- 
rable to the European concerns at Surat. His trade 
extended from Manila to Mocha. The other In- 
dian traders owned a lesser number of ships. 
Some ships were also owned jointly. Indian ship- 
pers had their agents in overseas trade centers 
like Bander Abbas, Basra, Malacca (Melaka), 
Acheh, and Bantam. By 1650, Surat had fifty 
oceangoing ships. By turn of the seventeenth cen- 
tury, this number had increased to 112. 

By the seventeenth century, Surat had become 
more important than the other two seaports on the 
Arabian Sea by way of Lahri-Bandar on the Indus 
and Dabhul in Konkan. Surat served as the termi- 
nus to the hinterland that was connected by the 
road through Malwa by way of Burhanpur. Dur- 
ing the latter half of the seventeenth century, Surat 
was conducting trade with Siam (present-day Thai- 
land). Indian textiles were sent to Ayutthaya, the 
traditional capital of Siam, and tin was brought 


back. Surat also had trade relations with China. 
Though the Chinese trade had earlier suffered be- 
cause of the toppling of the Ming dynasty in 1644, 
by 1690 Surat was able to develop regular trade 
relations with Canton (Guangzhou). At the same 
time, its trade with Persia and Mocha continued. 

The growth of Bombay and the decline of 
Surat were simultaneous. Surat no longer retains 
its importance as a seaport. However, it contin- 
ues to be an important industrial center of the 
manufacture of textiles, chemicals, gold and sil- 
ver works, and the processing of diamonds. 


Anup Mukherjee 


See also: Indian Ocean Trade. 
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TALLY STICKS 


Wooden sticks or planks (sometimes bones) with 
notches, the most common instruments used by 
humans for counting and record keeping from 
the early Stone Age until the early twentieth 
century throughout much of the world. 


To use tally sticks, a person did not have to know 
how to count, and all that was required was a 
piece of wood and a sharp object with which to 
make notches for purposes of notation. Unlike 
parchment and paper, wood was free in most 
parts of the world and tallies could be easily trans- 
ported and stored without being easily damaged. 

Beginning in the sixth through fifth centuries 
B.C.E., written sources document the use of tallies 
throughout Eurasia. Later documents note the use 
of tallies in North America. In addition, archae- 
ologists discovered more than 2,000 tallies dating 
to various periods in Europe, Africa, North 
America (including Greenland), and Australia. 
The available evidence points to the use of three 
main types of tallies in trade-related activities 
throughout the world. 

Accounting tallies were the most common and 
were used for counting and recording anything 
that could be enumerated. Records were made by 
carving notches into the tally; each mark indicat- 
ing a specific quantity. It has been determined that 
tallies discovered in Russia, Norway, and Sweden 
were specifically used for counting out a forty-unit, 
which represents a timber (Germanic) or sorochok 
(Russian), which has been the standard unit for 
packaging and transporting pelts in the fur trade 
since the early Middle Ages. 

Credit tallies acted as receipts for capital that 
was loaned. The appropriate quantity of notches 
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were made, which represented the amount of the 
loan, and then the tally was cut along its vertical 
axis, splitting itin half directly through the notches 
so that an equal number of notches appeared on 
both halves. One half of the tally was given to the 
debtor and the other to the creditor. Upon repay- 
ment, the two halves were matched up by plac- 
ing one against the other and compared to ensure 
that an equal number of notches appeared on 
both. Thus, the tally protected the debtor from the 


Shown here is a leather porter’s tally from 1799. The tally belonged 
to Benjamin Crabb, a fellowship porter in London. These porters 
were licensed to carry goods sold by measure, such as corn, coal, 
and fish. Each wore a leather tally, with thongs to record the num- 
ber of completed jobs. (© Museum of London/Topham-HIP/The Image 
Works) 
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creditor, because he could not add more notches 
to the tally, and the creditor from the debtor, who 
could not claim that he borrowed less. Credit tal- 
lies were used in private money lending as well 
as in state finance. The latter was practiced by the 
Royal Exchequer in England, and there is reason 
to believe that a similar system existed in medi- 
eval Russia and Norway. 

Tag tallies were used to mark various types 
of goods stored or transported. They usually had 
a sharp point that was inserted into the com- 
modity that was labeled, and notches were made 
to signify the weight, measure, or estimate of 
value. Sometimes the tally was simply tied with 
a string to the containers. As a merchant sold 
part of his goods, he kept track by notching the 
tally. These tags were also used to label goods 
while in transit. Some of the tags found in 
Scandinavia contain runic inscriptions indicat- 
ing quantity and price, or the owner of items 
that were labeled. 


Roman K. Kovalev 


See also: Timber/Sorochok. 
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TARIFF BARRIERS 


Taxes on imports that are the most common 
form of government interference with inter- 
national trade. 


Trade barriers exist largely to protect domestic 
firms that produce goods that compete with im- 
ports, though tariffs are sometimes levied for pur- 
poses of raising government revenues. Moreover, 


tariffs are sometimes levied on exports as well as 
on imports. 

A specific tariff assigns a fixed monetary tax 
per physical unit of an imported good, whereas 
the ad valorem (that is, value-added) tariff is lev- 
ied as a constant percentage of the monetary value 
of the imported good. 

Preferential tariffs and most-favored-nation 
(MEN) treatments are some common types of tar- 
iff instruments. Preferential duties are tariffs ap- 
plied to an import according to its geographical 
source; a country that is given preferential treat- 
ment pays a lower tariff. MFN status is a mislead- 
ing term because it implies that a country is 
getting special, favored treatment over all other 
countries; in fact, the term means the opposite— 
nondiscrimination in tariff policy. Countries strive 
to receive MEN status to “graduate” from being 
subject to nonfavorable treatment. 


GOVERNMENTAL 
MOTIVATIONS 


The motives of modern governments in restrict- 
ing imports are varied. Some common motives 
include a desire to protect the domestic produc- 
ers of the import-competing good, a need for food 
or military security, a response to political pres- 
sure, a wish to reduce consumption of the good, 
an effort to reduce imports to avoid balance of 
payments problems, and a need to raise revenue. 

There are many reasons that a country re- 
stricts trade, and tariffs have long been used to 
do this. Classical economics taught the benefits 
of free trade. During the eighteenth century and 
at the beginning of the nineteenth century, tar- 
iffs were used primarily to raise government rev- 
enue. The taxing of imports is probably the easiest 
existing means by which a government may ob- 
tain income. In the 1840s, the lessons of the clas- 
sical economists, who taught that economic 
efficiency is enhanced by eliminating tariffs, 
started to be applied in their home country, En- 
gland. Even the tariffs that helped English agri- 
culture were abolished. England continued its 
course toward free trade and from the 1850s to 
World War I it operated as a free-trade country. 
Other European countries, especially France and 
Germany, followed England’s path and reduced 


already low tariffs in the 1860s. World trade grew 
at an extremely fast rate during this period. 

Soon, however, the demand for a more pro- 
tectionist policy developed in response to the in- 
troduction into the European continent of 
inexpensive grain from the United States and Rus- 
sia. This new source of grain was made possible 
by railways, steamships, and innovations in agri- 
culture. These developments, in conjunction with 
the depression of 1873 to 1879, the longest and 
deepest period of stagnant trade the world had 
yet known, were the main reasons behind the 
protectionism of the 1870s. 

During the period between the world wars, 
in particular the 1930s, tariffs and other trade bar- 
riers were increasingly employed. Since World 
War II, the trend, especially among leading indus- 
trialized countries, has been toward trade liberal- 
ization. Thanks to the multiple rounds of 
multinational negotiations of the General Agree- 
ment on Tariffs and Trade (GATT) (succeeded by 
the World Trade Organization in 1995), many trade 
barriers have been abolished and the average level 
of tariffs has fallen, but protectionism has not been 
eliminated. Nontariff barriers and new methods 
of protectionism continue unabated. 

To understand why tariffs have been a fre- 
quently used policy instrument, it is helpful to 
analyze how they affect the economy as a whole. 
Using tariffs to protect the domestic market helps 
some and hurts others. 

The concepts of consumer surplus and pro- 
ducer surplus are used to measure the welfare 
effect of a tariff. As market prices rise, consumer 
surplus falls and producer surplus increases. The 
ad valorem tariff on a product causes the domes- 
tic price of this good to increase, which increases 
producer surplus and reduces consumer surplus. 
Thus producers benefit and consumers do not, 
since they pay higher prices. At the same time, 
the government gains by collecting the tariff on 
each unit of the new level of imports. If there re- 
mains a part of consumer surplus that is not trans- 
ferred to anyone, it is called the “deadweight loss.” 
The net cost to society of distorting the domestic 
free-trade market price is called the “deadweight 
loss” of the tariff. 

If a country is small and thus is subject to fixed 
world prices, tariffs will reduce the gains from 
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trade, thereby reducing national welfare by alter- 
ing relative prices and changing quantities trans- 
acted. The conclusion that tariffs are harmful for 
a small open economy assumes that there are no 
distortions in the economy. If there are distortions, 
tariffs could be used to offset these distortions and 
thereby increase welfare. This possibility is an 
application of what is known in economics as the 
theory of the second best. 

Export taxes and import tariffs are equivalent 
in that they tend to raise the relative domestic 
price of imports and lower the relative domestic 
price of exports. Both tend to shift resources out 
of export industries into import-competing indus- 
tries. Many observers argue that countries should 
restrict imports by tariffs and simultaneously en- 
courage exports by subsidies. This contention is 
not true. The two proposed policies have exactly 
opposite effects and would therefore tend to can- 
cel each other. The most extreme form of protec- 
tive tariffs is a tax that eliminates imports, called 
a prohibitive tariff. 

Although for a small country tariffs almost 
always have a negative effect on trade, a large 
country may be able to exploit its monopoly 
power on world markets by using tariffs to gain 
favorable terms of trade for itself. However, this 
power is greatly undermined by the likelihood 
that other countries will retaliate. The noncoop- 
erative scenario of tariff imposition and retalia- 
tion is unlikely to benefit any country. The 
probable outcome is that the volume of world 
trade will be reduced without a significant gain 
for any country. Gains from trade are lost because 
of the reduction in world trade. 


NOMINAL AND EFFECTIVE 
TARIFF RATES 


Another important point related to tariffs is the 
distinction between the nominal tariff rate on a 
good and the effective tariff rate. The nominal 
tariff rate is more commonly known as the 
country’s tariff schedule, whether it is an ad va- 
lorem tariff or a specific tariff that can be converted 
to an ad valorem equivalent by dividing the spe- 
cific tariff amount per unit by the price of the 
good. 
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When the effect of a tariff is examined, it is 
assumed that the tariff is the only tax that directly 
affects costs and prices of the good in question. 
This is true only when the production of goods 
does not require imported inputs or requires in- 
puts that are freely traded internationally. How- 
ever, most commodities are produced with the 
use of intermediate goods that are themselves 
subject to tariffs. Thus, a tariff on imported steel, 
for example, would raise costs and lower output 
in the automobile sector even if there were a pro- 
tective tariff on cars. In general, manufacturers 
are better off as tariffs rise on imports that com- 
pete with their outputs and worse off as tariffs 
rise on their imported inputs. The term “effective 
protection” refers to the fact that all such tariffs 
need to be taken into account in computing the 
net protective effect of the tariff. 

Enterprise resource planning (ERP) is defined 
as the percentage of change in a sector’s value 
added. Value added per unit of output (V) is the 
difference between the price of a final good and 
the cost of purchasing intermediate inputs. For 
example, if the price of an automobile is $10,000 
and the cost of acquiring the steel, leather, glass, 
rubber, and other inputs needed to produce the 
car is $7,000, the value added is $3,000. In this case, 
the value added is 30 percent of the gross value 
of the car. Since the ERP is the percentage of 
change in the value added, it can be written as: 
(Value added under protection — value added 
with free trade) / Value added with free trade. 

To simplify, it is plausible to assume that the 
steel is the only intermediate input in car pro- 
duction ($7,000) and let us suppose that a 20 per- 
cent tariff is imposed on imported cars (the price 
of the car is still $10,000). The domestic producers 
of cars respond to the tariff by raising their prices 
by the same amount (20 percent in this example), 
to $12,000. With no tariff on steel, the domestic 
value added thus rises to $5,000 ($12,000 — $7,000), 
and the ERP becomes 66 percent: ($5,000 — 
$3,000) / $3,000. What is interesting here is that 
the 20 percent nominal tariff on the final good 
raises the effective tariff from zero to 66 percent. 
But if the same amount of tariff is imposed simul- 
taneously on imported steel, this protection will 
fall. The domestic price of a car will increase to 
$12,000, but the price of its input (steel in this ex- 


ample) will also increase to $8,400 as well, which 
gives $3,600 value added. The ERP will be 20 per- 
cent: ($12,000 — $8,400) / $3,000. In this case, the 
effective rate of protection equals the nominal 
rate. Finally, if the tariff on the imported steel is 
increased to 50 percent, the value added will be 
$1,500 ($12,000 — $10,500) and the ERP will be -0.5 
percent: ($1,500 — $3,000) / $3,000. Thus, it is pos- 
sible for the tariff on inputs to be high enough to 
reduce effective protection for the final good rela- 
tive to free trade. 

Regarding the ERP it is possible to draw the 
following conclusions: if the tariff on the output 
exceeds the tariff on the input, the effective rate 
of protection is higher than the nominal tariff; if 
the tariffs are equal, the effective rate of protec- 
tion is equal to the nominal tariff; and if the out- 
put tariff is lower than the tariff on the input, the 
effective rate of protection is less than the nomi- 
nal tariff and may even be negative. 

Because all countries have many different tar- 
iff rates on imported goods, it is generally a prob- 
lematic issue to determine the average tariff rate 
from this variety. One measure of a country’s av- 
erage tariff rate is the unweighted average tariff 
rate, which is the simple average of all tariff rates 
of a country. If there are two goods and the tariff 
rate of good A is 10 percent and the tariff rate of 
good B is 20 percent, the unweighted average tar- 
iff rate is 15 percent. The alternative technique is 
to calculate a weighted average tariff rate. Each 
good’s tariff rate is weighted by the importance 
of the good in the total bundle of imports. If the 
tariff rate of good A is 10 percent and a country 
imports $500,000 worth of good A, and if the tariff 
rate of good Bis 20 percent and a country imports 
$200,000 worth of good B, then the weighted av- 
erage tariff rate can be found as follows: [(0.10) 
($500,000) + (0.20) ($200,000)] / ($500,000 + 
$200,000) = 0.12 (or 12 percent). 


Elfi Cepni 


See also: Free Trade; Mercantilism. 
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TARIFFS 


A tax imposed by a government on interna- 
tional trade. 


Tariffs generate revenue, but they may also pro- 
tect domestic industries. Historically, there are 
three types of tariff: transit, export, and import du- 
ties. Import duties, a tax on imported manufactures 
or commodities, are the most common and signifi- 
cant form of tariff. The import duty is an impor- 
tant protectionist strategy that shields domestic 
manufacturing or agriculture from international 
competition. A prohibitive import duty raises the 
price of an imported item, enabling a domestic al- 
ternative to compete in its home market. 

Transit duties tax goods that are in transit, 
passing through one country on the way to an- 
other. From the seventeenth until the nineteenth 
century, this form of tariff was acommon method 
of directing and controlling trade along certain 
routes. The 1921 Barcelona Statute on Freedom 
of Transit abolished transit duties. 

Export duties are an old form of tariff that 
taxed exports. Besides providing revenue, their 
purpose was to stem the flow of trade out of a 
country to safeguard local production and con- 
sumption. England imposed a schedule of export 
duties in 1275. By the 1750s, the English export 
duties list included over 200 items. The growth of 
world trade and accompanying doctrine of free 
trade eroded the rationale for export taxes dur- 
ing the Industrial Revolution. Great Britain abol- 
ished export duties in 1842, France followed in 
1857, and Prussia ended export duties in 1865. The 
U.S. Constitution (1787) forbade export taxes. 

There are three basic types of import duty: 
specific, ad valorem, and a combination of both. 
Ad valorem tariffs tax a percentage of an import’s 
value and thus provide a constant level of protec- 
tion at all prices. Specific tariffs are a fixed tax ona 
specific unit, for example: x cents per ton of wool. 

A country’s list of import duties is called a tar- 
iff schedule. A single tariff schedule taxes imports 
at the same rate, regardless of the country of ori- 
gin. A double or mutlicolumned tariff schedule 
imposes different rates, depending on the coun- 
try of origin. 
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Most-favored-nation (MEN) treatment, an 
important legal principle for most trade treaties, 
guarantees that signatories of reciprocal agree- 
ments do not impose discriminatory duties. MFN 
treatment pledges a tariff equal to those accorded 
to most-favored third parties, making bilateral 
reciprocal treaties into a competitive multilateral 
system. In practice, MFN clauses may be condi- 
tional or unconditional. Conditional agreements 
guarantee nondiscrimination for a specific list of 
items, leaving the parties free to protect certain 
sections of the domestic economy. 

European treaties incorporated MFN clauses 
in the early seventeenth century. The Anglo- 
French, Cobden-Chevalier Treaty (1860) provided 
a modern precedent for the MEN rule. The Gen- 
eral Agreement on Tariffs and Trade (GATT, 1947) 
is founded on the principle of low tariffs and 
multilateral equality. GATT invoked the uncon- 
ditional MEN principle, but in practice it allowed 
for many conditions and exemptions. 


GREAT BRITAIN, 1600-1947 


English mercantilist literature of the seventeenth 
and eighteenth centuries expounded a compre- 
hensive rationale for import duties and indus- 
trial protectionism. Thomas Smith’s A Discourse 
of the Commonweal of this Realm England (1581) 
made a strong case for a favorable balance of 
trade as a means to accumulate bullion. Mercan- 
tilism thus promoted the general view that ex- 
ports are a national good, while imports are a 
wasteful benefit for foreigners. Mercantilist 
theory suggested that import duties could tilt the 
balance of trade in England’s favor and provide 
direct revenue for the Crown. Guided by mer- 
cantilist doctrine, England imposed high tariffs 
on manufactures. 

In the seventeenth century, national security 
concerns began to shape mercantilist trade theory 
and tariff policy. Great Britain began to use tariffs 
as a way to sponsor national autarky in agricul- 
tural production. The Corn Laws included export 
and import duties on wheat, which insulated Brit- 
ish agricultural production from external trade 
and theoretically guaranteed production at home. 
An act of 1663 imposed heavy duties on imported 
corn. 
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Mercantilist trade theory came under attack 
during the Scottish Enlightenment. David Hume 
condemned the rigid quest for a favorable bal- 
ance of trade as a mark of jealousy but did not 
deny the need for industrial protection. Adam 
Smith provided a systematic attack on tariffs in 
The Wealth of Nations (1776). His free-trade doc- 
trine called for the abolition of almost every tar- 
iff. Although Smith conceded that tariffs provided 
an effective form of industrial protection, he con- 
demned duties as a distorting influence on op- 
portunity costs. Free trade, Smith argued, would 
enable the British economy to deploy its labor and 
capital more efficiently. 

The Industrial Revolution fueled a political 
debate over tariff reform and free trade during 
the nineteenth century. Laissez-faire capitalism 
championed access to cheap raw materials and 
unfettered access to the world’s markets. The rise 
of agricultural production in the new world cre- 
ated a new source of commodities and new world 
markets. The economists Robert Torrens and 
David Ricardo provided a powerful justification 
for the elimination of tariffs with the theory of 
comparative advantage. John Stuart Mill, the most 
significant British economist of the nineteenth 
century, advocated a repeal of the Corn Laws. Yet, 
the theory that high import duties could protect 
domestic production persisted. Mill, a staunch 
advocate of free trade, admitted that a temporary 
tariff offered an effective form of protection for 
infant industries. 

The Corn Laws served as the pivotal symbolic 
and economic barrier to free trade in nineteenth- 
century Britain. Their repeal in 1846 constituted 
a victory for liberal capitalism and industry over 
rural, agricultural Britain. Richard Cobden, a 
Lancashire cotton merchant and manufacturer, 
led a successful national movement against the 
Corn Laws. He founded the Anti-Corn Law 
League in 1839 and entered Parliament in 1841, 
pressing Prime Minister Sir Robert Peel to con- 
front agricultural tariffs. Cobden argued that ag- 
ricultural duties penalized the middle and 
working classes and benefited a small number of 
landlords. He condemned protectionism as mor- 
ally wrong, economically disastrous, and detri- 
mental to world peace. Cobden linked the 
revenue from export and import duties to impe- 


rial expansion and free trade to international co- 
operation and peaceful coexistence. 

Cobden’s 1846 victory launched a new era of 
international free trade. The British empire aban- 
doned preferential treatment in the colonies and 
signed a network of treaties, creating a worldwide 
system of low-tariff, competitive trading. In 1850, 
when the Australian legislatures were permitted 
to enact their own tariffs, they were forbidden to 
favor British manufacturers. 

Britain’s free-trade revolution was one impor- 
tant cause for the phenomenal economic growth 
in the nineteenth century. International trade 
flourished in the second half of the nineteenth 
century and was matched with steady economic 
growth in Australasia, western Europe, Latin 
America, and North America. Agricultural econo- 
mies in Australasia and Latin America derived a 
particular benefit from access to markets in Great 
Britain. 

Free trade dominated British trade policy un- 
til the Great Depression. Yet, the new, liberal trad- 
ing system created new challenges. Cheap grain 
from the colonial world caused massive disloca- 
tion and transformation in British agriculture. The 
amount of land under cultivation in Britain as well 
as the rural population declined. Free trade in 
agriculture thus accelerated the industrialization 
and urbanization processes. 

As British manufacturers experienced greater 
competition from their rivals in Europe and North 
America, who benefited from protective duties, 
the low-tariff consensus began to decline. By the 
end of the nineteenth century, tariff reform was 
an important political issue in Britain. 

Joseph Chamberlain, the secretary of state for 
the colonies from 1895 to 1902, argued for the co- 
ordination of imperial trade policy. In effect, he 
advocated an imperial free-trade bloc or common 
market, which would enact prohibitive tariffs on 
goods manufactured outside the British empire. 
Chamberlain was a successful industrialist and 
represented an industrial constituency in Bir- 
mingham. In Parliament, his activities revolved 
around the issues of tariff reform and imperial 
unity. Chamberlain viewed these as a way to 
shield the British economy and preserve Britain’s 
status as a global power in the face of German 
and U.S. competition. Yet, his campaign failed. A 


lack of support among the self-governing colo- 
nies (New Zealand, Australia, Canada, and South 
Africa) and indifference from Conservative Party 
leadership undermined Chamberlain’s efforts. 
The Conservatives’ defeat in the 1906 general elec- 
tion finally killed tariff reform and the grand 
scheme for an imperial trade bloc. The Liberal 
Party attacked Chamberlain’s rejection of free 
trade, campaigning on the issue of “cheap bread.” 

The shocks of World War I and subsequent 
global depression revived the ideas of tariff re- 
form and imperial unity in the early 1930s. Re- 
gional chambers of commerce and the British 
Engineers Association supported prohibitive im- 
port duties on manufactures after the 1929 Wall 
Street crash. Other influential organizations and 
individuals soon joined the campaign for tariff 
reform. Ramsay MacDonald’s Labour govern- 
ment (1929-1931) was committed to free trade and 
resisted pressure to enact new tariffs. The Con- 
servative Party, however, embraced protective 
duties and imperial preferences. The influential 
economist John Maynard Keynes also spoke in 
favor of a protective tariff, claiming that it would 
increase employment and have a favorable effect 
on Britain’s terms of trade. On the political left, 
the Trade Union Congress issued a report in 1930 
that advocated relief for specific industries in the 
form of protective import duties. 

The Labour government collapsed in 1931, 
ending Britain’s eighty-five-year commitment to 
free trade. The new National government in- 
cluded a powerful group of protectionists, Con- 
servative members of Parliament, including 
Neville Chamberlain and Leopold Amery. Cham- 
berlain and Amery revived Chamberlain’s argu- 
ments that tariff reform was inseparably linked 
to imperial unity. The Ottawa Conference (1932) 
provided a forum to discuss a new empire-wide 
trade policy, which would extend preferences to 
members of the empire and enact prohibitive tar- 
iffs against nonmembers. 

Few contemporary observers believed that the 
Ottawa Conference would create a free-trade area. 
Britain’s commercial and financial interests ex- 
tended beyond the empire, and its dominions fa- 
vored their own trade policies that extended 
beyond the promotion of trade with Britain. 
Canada and Australia had long practiced import 
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substitution and deployed import duties to pro- 
mote domestic industries. India enjoyed an inde- 
pendent tariff policy after 1919 and practiced 
import substitution by way of protective import 
duties. New Zealand depended on revenue from 
its independent tariff schedule. The empire had 
little reason to accept sweeping reform at London’s 
behest. The Ottawa Conference concluded with 
modest reductions of tariffs against British goods, 
giving British manufactures a modest preferential 
margin in imperial markets. The dominions main- 
tained their right of free entry into the British 
market, as Britain looked to enact more sweeping 
tariffs against nonimperial nations. 

Britain’s adoption of protective tariffs required 
negotiation with important trading partners out- 
side the empire. The National government 
quickly established bilateral negotiations with the 
Scandinavian countries and Argentina. Despite 
brief attempts at multilateral negotiations during 
the World Economic and Monetary Conference 
(1934), which failed spectacularly, Britain main- 
tained its bilateral approach to trade negotiations 
throughout the 1930s. 

Trade agreements with Japan, Germany, and 
the United States proved the most contentious. 
The 1938 trade agreement with the United States 
came after protracted and acrimonious negotia- 
tions. It reduced tariff barriers on both sides of 
the Atlantic and eroded the Ottawa agreements 
but did little to reduce the massive U.S. trade sur- 
plus. International events soon overtook the 
Anglo-U.S. agreement, which was in force for only 
eight months before World War II began. 

Britain enforced import duties after 1931 to 
protect its industry in the home market. British 
protectionism strengthened imperial trade but 
contributed to the spread of illiberal trade polli- 
cies around the world. Britain was a major world 
economy. Its protectionist policy contributed to 
the slow recovery of world trade after 1933. 


EUROPE, 1600-1847 


In France, Jean-Baptiste Colbert's tariff (1667) im- 
posed import duties on manufactures and export 
duties on raw materials. The French monarchy 
thus favored a tariff policy that protected domes- 
tic industry, insulated agricultural production, 
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and accumulated revenue for the state, leading 
to conflict between the Crown and antimer- 
cantilists. Despite a brief period of low duties fol- 
lowing an Anglo-French Treaty of 1786, France 
pursued a highly protectionist tariff schedule until 
the Cobden-Chevalier Treaty with Great Britain 
in 1860. French protectionism reached its zenith 
in the period 1816-1822, when the state enforced 
prohibitions on imported manufactures and 
heavy import duties on foodstuffs. 

The Industrial Revolution and expansion of 
world trade during the nineteenth century drew 
France into the free-trade debate. Napoléon III, 
emperor of France, launched a free-trade revolu- 
tion that established treaties and lowered tariffs 
with important trading partners. Yet, the progres- 
sive political liberalization provided a forum for 
protectionists to challenge free trade. In the 1870s 
and 1880s, tariff reform was a significant political 
issue. A protectionist lobby group, the Associa- 
tion of French Industry, formed in 1878. The most 
important elements within this group were cot- 
ton and flax textile manufacturers, who faced re- 
duced profits and intense competition from 
English mills. French industry, however, did not 
form acommon front in favor of tariff reform. The 
Free Trade Association formed in opposition to 
the Association of French Industry and included 
significant sectors of the textile industry, includ- 
ing silk manufacturers. French financiers and the 
railroads, steamship companies, sugar producers, 
and chocolate manufactures supported the Free 
Trade Association. The free-trade movement 
achieved several modest victories in 1881 and 
1882. By May 1882, both the Chamber and Sen- 
ate of the French legislature had ratified new trea- 
ties with Belgium, Italy, the Netherlands, Portugal, 
Norway, Sweden, and Great Britain. 

The 1880s witnessed a continuing recession in 
French industry and agriculture. Throughout the 
decade, agricultural and industrial protectionists 
gained ground. The state increased import duties 
on livestock, grain, and wine in 1885 and 1887. In 
1890, protectionist representatives introduced a 
new tariff bill that ruled out further trade liberal- 
ization. The Méline Tariff (1892) finally ended the 
era of trade liberalization. It replaced all existing 
treaties with a new two-tiered tariff schedule. Al- 
though the Méline Tariff was a compromise that 


did not increase all duties, it marked a relative shift 
toward a protectionist tariff schedule. 

Imperial Germany also shifted toward a 
higher tariff schedule after 1879. The land-owning 
aristocracy continued to wield political influence 
in the unified empire but faced increasing foreign 
competition. Germany responded with substan- 
tial tariff increases in 1879, 1887, and 1906. The 
Weimar Republic maintained this policy of agri- 
cultural protectionism and renewed the old im- 
perial tariff in 1925, which remained in force 
until 1945. The Nazis further organized and ex- 
tended agricultural protection within the frame- 
work of the Reich Food Estate. 

German agricultural duties elevated the cost 
of food and fueled political conflict. Imperial Ger- 
many responded by extending the protectionist 
program to industry. Uneven growth during the 
depression of the 1870s caused further social dis- 
location and encouraged the government to en- 
force economic controls, including import duties 
on manufactures. The 1879 tariff schedule in- 
cluded prohibitive import duties on industrial 
goods. 

Germany’s pre-1914 experiment with protec- 
tive tariffs was uneven. The tariff schedule failed 
to insulate the economy from international busi- 
ness cycles, and the artificially high cost of living, 
itself a product of protectionism, encouraged so- 
cial unrest and political dissent. 


THE UNITED STATES, 1776-1947 


The Continental Congress (1776) included provi- 
sions for a tariff schedule. John Adams drafted a 
model plan for commercial treaties, which in- 
cluded provisions for reciprocity or unconditional 
MEN treatment. Adams recognized the need to 
encourage international trade and that import 
duties were likely to provide an important source 
of revenue to the independent American states. 
He thus preferred reciprocal arrangements, which 
would guarantee an income from customs and 
simultaneously liberalize foreign trade. Yet, the 
Articles of Confederation (1781) prohibited Con- 
gress from imposing customs duties, denying the 
states a significant source of revenue. 

The U.S. Constitution (1787) redressed this is- 
sue, empowering Congress to “lay and collect 


Taxes, Imposts and Excises, to pay the Debts and 
provide for the common defense of the United 
States.” The first U.S. tariff became law on July 4, 
1789. Although its primary purpose was to gather 
revenue, the act also stated a need for “the encour- 
agement and protection of manufactures.” Yet, the 
tariff’s 10 percent ad valorem duty on paints, glass, 
gunpowder, china, and earthenware was too mod- 
est to be a significant protective measure. 

The War of 1812, more than any other event, 
determined U.S. tariff policy in the early nine- 
teenth century. Congress doubled the tariff sched- 
ule for revenue purposes in 1812 and did not 
readjust duties downward when peace came. 
Both houses of Congress, with opposition from 
the agricultural South, passed the Tariff of 1816. 
It established a sectional North-South debate over 
the policy of protection for U.S. industry that 
lasted for the duration of the nineteenth century. 

The 1828 Tariff of Abominations pushed the 
average tariff on dutiable goods to a staggering 
61.7 percent—the highest tariff in U.S. history. Its 
provision for a duty on molasses and rum were 
political liabilities, and other high rates on com- 
modities (including wool, hemp, and flax) were 
unsustainable. The controversy aggravated rela- 
tions between the Whig and Democratic Parties, 
fueling the South Carolina nullification contro- 
versy. In 1833, a new Tariff Act returned duties to 
1824 levels by gradually reducing the rates over a 
nine-year period. 

The Republican Party inherited the protec- 
tionist mantle from the Whigs before the Civil 
War. High-tariff Republican presidents included 
Abraham Lincoln, Theodore Roosevelt, and Wil- 
liam McKinley. Republican stewardship after the 
Civil War guaranteed a nationalistic trade policy— 
guided by a firm belief in the need for the protec- 
tion of domestic industry. 

With a strong constituency in the agricultural 
South, Democrats took a different view. South- 
ern Democratic leaders favored tariffs as a way to 
generate revenue but opposed protectionist sup- 
port for the industrial North that drove up the 
price for domestic manufactures. 

The period between the Civil War and the 
Great Depression was the golden age for Ameri- 
can protectionism. Although the Democrats con- 
tinued to champion the doctrine of free trade, 


TARIFFS 879 


Grover Cleveland was unable to significantly re- 
duce tariffs in either of his two terms as presi- 
dent. In the Senate, the narrow majority gave 
great leverage to the few protectionist Democratic 
senators. 

Several American economists publicized the 
rationale for industrial protection. Working in the 
United States, the German economist Friedrich 
List was an influential and outspoken proponent 
for infant-industry protection. List’s Outlines of 
American Political Economy (1827) and Observations 
on the Report of the Committee of Ways and Means 
(1828) provided a lucid rationale for the protec- 
tions of strategic or new industries. He argued that 
industrialization would take place in the United 
States only if the federal government took an ac- 
tive role in nurturing and protecting the manu- 
facturing sector. List regarded import duties as an 
important protectionist strategy. Clearly many 
political leaders agreed with him, and tariffs re- 
mained high throughout the late nineteenth cen- 
tury. In 1870, the average U.S. tariff on all imports 
stood at about 45 percent. While this represented 
a peak, the average tariff on all imports remained 
above 20 percent through the early 1910s. In the 
early twentieth century, Thorstein Veblen further 
publicized economic nationalism and industrial 
protectionism. His Imperial Germany and the Indus- 
trial Revolution (1915) described a German tariff 
regime that protected industry and agriculture for 
national security purposes. Veblen suggested that 
nations could use import duties to establish in- 
dustrial and agricultural autarky. This protection- 
ist strategy would enhance military strength and 
promote internal political stability. 

William McKinley’s 1896 victory over William 
Jennings Bryan marked the high point for the Re- 
publican protectionist movement. The 1897 
Dingley Tariff Act was an enduring, highly protec- 
tionist tariff, which kept the average ad valorem 
rate on all imports above 20 percent for more than 
a decade. Dramatic House legislation to reduce the 
U.S. tariff schedule either died in the Senate or was 
vetoed by President William Howard Taft. 

Republican defeats in the 1912 elections re- 
dressed the political balance in favor of lower tar- 
iffs. In 1920, average tariffs on all imports had 
fallen to just 6.4 percent and remained under 15 
percent through 1930. Yet, World War I introduced 
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a system of trade embargoes that diminished the 
impact of a lower tariff schedule. Farm slumps in 
the early 1920s further weakened the mandate for 
trade liberalization. The Hawley-Smoot Tariff Act 
of 1930 maintained the American protectionist 
regime, although its effect on world trade is greatly 
exaggerated. The Hawley-Smoot Tariff was a con- 
tinuation of traditional, protectionist U.S. trade 
policy, rather than a radical upward adjustment 
of tariffs. 

The period of high U.S. protectionism in the 
second half of the nineteenth century corre- 
sponded with rapid economic expansion as the 
United States emerged as a significant industrial 
power. Yet, the relationship between high tariffs 
and growth is difficult to measure. The high tar- 
iff raised the price of imported manufactures and 
thus discouraged imports, providing industrial 
protection. Other factors, however, were probably 
more significant. The dramatic increase in popu- 
lation and rise of the domestic service sector 
boosted the U.S. gross domestic product, fueling 
capital accumulation and industrial expansion. 

The era of self-conscious protectionist U.S. 
trade policy ended with Franklin D. Roosevelt's 
administration. Secretary of State Cordell Hull, a 
native of Tennessee, represented the traditional 
Democratic constituency for trade liberalization 
and a newer commitment to liberal internation- 
alism. Hull described his trade philosophy: “[T]o 
me, unhampered trade dovetailed with peace; 
high tariffs, trade barriers, and unfair economic 
competition with war.” House Resolution 8687 
(1934), an amendment to the 1930 Tariff Act, 
granted Hull and the president discretionary 
power to reduce tariffs. The amendment created 
the Reciprocal Trade Agreements Program, allow- 
ing the executive to lower or raise tariffs by as 
much as 50 percent. 

From the 1930s, trade liberalization became an 
important arm of U.S. foreign policy—a means 
to reward allies and build a world congenial to 
U.S. national interests. The collapse of world trade 
during the Great Depression encouraged the rul- 
ing Democratic Party to pursue a multilateral ef- 
fort to lower tariff barriers in the postwar world. 
The U.S. government thus played a dominant role 
in planning the General Agreement on Tariffs and 
Trade and the International Trade Organization 


(ITO). The ITO Charter was completed in 1947 at 
the Geneva Round of the GATT. Twenty-three 
countries signed the GATT agreements in 1947, 
which went into effect on January 1, 1948. 

In 1950, however, a mercurial Republican 
Congress spurned the ITO Charter. When the 
Truman administration informed the British, 
French, and Canadian governments that the ITO 
Charter would not pass in the Senate, GATT 
emerged as a permanent, ad hoc body to negoti- 
ate tariffs downward and settle international 
trade disputes. Tariffs in the latter part of the twen- 
tieth century remained at historically low levels, 
just 6.5 percent average for all imports in 1970 and 
just 3.3 percent in 1992. 


JAPAN, 1900-1947 


Tariffs did not play a significant role in Japanese 
trade policy before the 1930s. Japanese trade and 
industrial policy employed nontariff protection- 
ism, including state-sanctioned cartel arrange- 
ments that divided domestic markets among large 
Japanese firms. The Japanese government osten- 
sibly favored free trade before World War II, al- 
though it deployed some limited tariffs as a form 
of “infant industry protection.” By 1930, Japan had 
eliminated all tariffs on 60 percent of its imports. 
Reliance on imported raw materials and a desire 
to maintain export-driven growth discourages high 
import duties, which might provoke retaliation. 

The collapse of world trade during the Great 
Depression sparked a major debate over trade 
policy. Japanese business leaders and politicians 
viewed the depression-era tariff hikes with sus- 
picion, believing that Western nations singled out 
Japanese exports for discrimination. Furthermore, 
the Japanese government lacked an effective 
means to quickly implement retaliatory tariffs 
against countries that discriminated against Japa- 
nese goods. Tariff reform thus became an impor- 
tant economic and political issue in the early 
1930s. The 1934 Law to Protect and Regulate Trade 
increased the government's discretionary power 
to increase tariffs. 

Canada, which enacted high duties against 
Japanese manufactures and ran a substantial trade 
surplus with Japan, provided the first target for 
the new policy. In 1934, the government placed a 


50 percent levy on Canadian commodities, includ- 
ing wood and wheat, which encouraged the Ca- 
nadian government to negotiate a new trade 
agreement. Soon afterward, Japan implemented 
a similar program against Australia, with similar 
results. Japanese business leaders and politicians 
thus judged their experiment with retaliatory tar- 
iffs a success. 


THE WORLD OF GATT, 1947-2000 


The GATT agreements of 1947 and the subsequent 
GATT round at Torquay (England) in 1950, both 
of which lowered U.S. tariffs, were intimately 
linked to postwar reconstruction and the Cold 
War. States under the Soviet sphere of influence 
did not join GATT. GATT thus emerged as an 
Anglo-American instrument to nurture recover- 
ing economies and lower tariffs among the 
world’s noncommunist nations. Economic recon- 
struction in Western Europe and Japan (Japan 
joined GATT in 1955) determined the need for 
substantial concessions from the United States, 
Great Britain, and the Commonwealth. Between 
1947 and 1956, there were four multilateral trade 
negotiations—in 1947, 1949, 1951, and 1956. In the 
first, the United States granted $1.77 billion in 
concessions on imports and received $1.2 billion 
in concessions on its exports. Butin 1949 and 1951, 
the balance was in favor of the United States by 
several hundred million each time. Then, in 1951, 
concessions by the United States amounted to 
$753 million, while it received $395 million. 
Republican congresses and Commonwealth 
protests limited GATT’s ability to decrease trade 
barriers in the late 1940s and 1950s. From its in- 
ception, GATT encouraged “freer” multilateral 
trade agreements rather than “free trade.” GATT 
championed the principles of nondiscriminatory 
tariff reduction and MEN treatment but guaran- 
teed a raft of conditions or loopholes. American 
efforts to “crack” the British empire and Great 
Britain, which had been the world’s largest mar- 
ket for imports in 1938 (18.5 percent), were un- 
successful. Despite some tariff reductions, Britain, 
its dominions, and its colonies were able to main- 
tain the preferential system after 1947. In the 
United States, a Republican-dominated Congress 
renewed the Reciprocal Trade Agreements Pro- 
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gram but extracted a pledge from President Harry 
S Truman that any tariff reduction would not 
damage domestic industry. Initially, GATT did not 
extend to agricultural products. 

Early GATT rounds in Geneva and Torquay 
helped reduce tariffs after World War II. Postwar 
inflation, however, also eroded U.S. tariffs. The 
Truman and Eisenhower administrations’ refusal 
to upwardly adjust specific import duties meant 
that these tariffs fell as prices increased. Approxi- 
mately half of all U.S. tariffs were specific in 1945. 
Inflation, and the political consensus not to re- 
adjust specific duties, was thus a significant contribu- 
tor to the decline of U.S. import duties after 1945. 

With Western Europe’s and Japan’s economic 
recovery, GATT developed into a truly multilat- 
eral forum. The formation of the European Eco- 
nomic Community (EEC) in 1957 created a 
common external trade policy and the common 
agricultural policy (CAP, 1962). This eliminated 
internal tariffs within the European member 
states, quadrupling trade within Europe. The EEC 
also functioned as a single entity in GATT nego- 
tiations, removing six individual countries 
(France, West Germany, Italy, Belgium, the Neth- 
erlands, and Luxembourg) and creating a new 
trade superpower. 

During the Kennedy Round of the GATT 
(1963-1967), the U.S. government attempted to 
redress some of the imbalances that arose during 
the 1940s and 1950s. The Johnson administration 
favored free trade and believed that the EEC 
ought to lower tariff and nontariff barriers, espe- 
cially for agricultural commodities. The official 
U.S. policy of free trade in agriculture sought to 
open European and Japanese markets for U.S. 
producers but also cited free trade in agriculture 
as important for the newly independent coun- 
tries in the developing world. 

The Kennedy Round slashed international 
tariffs on manufactures and commodities but 
made limited progress in reducing nontariff agri- 
cultural protectionism. Although the Europeans 
reduced their industrial tariffs, they refused to 
open agricultural markets. Tariff reform could not 
overcome significant nontariff protective mea- 
sures, such as the CAP subsidies. The Kennedy 
Round failed to open agricultural markets for 
developing countries. 
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Japan’s negotiators in Geneva made few con- 
cessions, excepting many “strategic” industrial 
goods from tariff cuts. This left the impression that 
Japan benefited from tariff liberalization but pro- 
tected its own markets. 

The U.S. balance of trade suffered after the 
Kennedy Round, when the United States granted 
$1.76 billion in concessions and received $1.56 bil- 
lion. After the new GATT agreements came into 
effect, the U.S. trade surplus began to vanish. In 
the 1970s, a chronic deficit emerged. Lower im- 
port duties, however, were only one factor in the 
decline of U.S. competitiveness. Other economic 
and industrial weaknesses such as inflation and 
lagging productivity gains contributed to the com- 
parative decline of U.S. industry in the 1970s and 
1980s. 

The U.S. Congress responded in 1974 by cur- 
tailing executive authority. The 1974 Trade Act 
created new oversights for future tariff reductions. 
Russell Long, the chair of the powerful Senate 
Finance Committee, commented, “Throughout 
most of the post-war era, U.S. trade policy has 
been the orphan of U.S. foreign policy. Too often 
the Executive has granted trade concessions to 
accomplish political objectives.” After 1974, U.S. 
trade policy became more sensitive to domestic 
constituencies, including the steel industry, which 
demanded relief from international competition, 
or dumping, from Japan and the European Com- 
munity. The threat of countervailing duties forced 
the Japanese and European governments to ne- 
gotiate voluntary restraint agreements with the 
United States, limiting their share of the U.S. steel 
market. Despite the occasional threat of retalia- 
tory duties, European and Japanese producers 
accepted this cartel arrangement and settled for 
a fixed percentage of the U.S. steel market. 

The 1970s witnessed another GATT round 
and further tariff reductions. The Tokyo Round 
(1973-1979) was more significant for its role in 
addressing nontariff barriers—a new role for 
GATT. U.S. negotiators failed to persuade the 
EEC to abandon the CAP and its system of agri- 
cultural subsidies but managed to extract agree- 
ments that limited European export subsidies. 
The negotiations also achieved an average tariff 
cut of 33 percent. 

The eighth GATT round began in September 


1986. Usually referred to as the Uruguay Round, 
it lasted for eight years and produced the most 
profound changes since the original GATT nego- 
tiations in 1947. In 1994, the Uruguay Round cre- 
ated the World Trade Organization (WTO), a 
permanent, formal organization to lower tariffs 
and provide arbitration for trade disputes. It also 
started a new forum that lowered barriers to the 
trade of services: the General Agreement on Trade 
in Services (GATS). Besides this important insti- 
tutional change, the Uruguay Round reduced 
tariffs on industrial goods by an average of 40 
percent. 

GATT came to embrace more countries—from 
23 to 128 between 1947 and the mid-1990s—and 
more trade, from $10 billion in the former year to 
$1.2 trillion per year in the latter period. 

Between 1947 and 1994, GATT rounds helped 
to reduce tariffs on industrial goods from an av- 
erage of 40 percent (ad valorem) to an average of 
only 5 percent. Tariff reduction is thus one sig- 
nificant contributor to the decline of trade barri- 
ers in the second half of the twentieth century. 
This international shift to a more liberal trade re- 
gime contributed to the dramatic recovery and 
expansion of international trade after the Great 
Depression and World War II. 


James Waite 


See also: Comparative Advantage; Corn Laws; European 
Union; Free Trade; General Agreement on Tariffs and Trade; 
Industrial Revolution; Keynes, John Maynard; List, Frederich; 
Ricardo, David; Smith, Adam; World Trade Organization. 
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TEA 


A product made from the heated and fer- 
mented leaves of the tea shrub, a plant indig- 
enous to southwestern China and adjacent 
areas, and the drink made by brewing those 
leaves. 


Tea was consumed and traded in China early in 
the modern era (perhaps the fourth century C.£.) 
and was exported to other places in Asia, espe- 
cially Japan, within a few centuries. Europeans 
first took notice of tea early in the seventeenth 
century, as one of a number of herbal medicinal 
products used in Asia that was seen as having a 
potential market in Europe. The practice of tea 
consumption, like tea itself, entered Europe in the 
course of the seventeenth century by two routes: 
from China and Persia through Russia into east- 
ern Europe, and by sea around the Cape of Good 
Hope through the facilities of the Dutch and Brit- 
ish East India Companies. The fact that Russian 
tea customs and tea nomenclature differ from 
their west European counterparts to this day de- 
rives from the duality of tea’s original introduc- 
tion into Europe. 

Tea was not a significant commodity in the 
Asian-European seaborne trade until the second 
half of the seventeenth century. In the 1650s and 
1660s, shortly before a similar phenomenon oc- 
curred with respect to coffee, a sudden fashion 
for tea taking in the context of a health fad ap- 
peared in France, Britain, and the Netherlands. 
The formal reason for consuming tea was to re- 
store balance to the humors of the body and thus 
to ward off a large array of diseases. For many 
years, well into the eighteenth century, tea for 
home use was available mainly from apothecar- 
ies. However, almost from the start of its popu- 
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larity, tea’s appeal went beyond its ostensible 
purpose. Like coffee, it became a staple of a new 
kind of public establishment, the coffeehouse or 
teahouse, both of which in fact usually served 
both beverages, that multiplied rapidly in the cit- 
ies of western Europe and became a fixture of 
social life in the late seventeenth and eighteenth 
centuries. In the setting of the coffeehouse or 
teahouse, tea was associated with sober convivi- 
ality, with interest in public affairs, and (initially, 
at least) with an effort to adapt the civilized con- 
ventions of China (then still regarded in Europe 
as admirable) to European uses. Tea also became 
the central feature of a major ritual of domestic- 
ity in the home, the meal that became known in 
Britain as “tea.” As the practice of taking tea with 
large amounts of sugar was constructed in the 
European world (especially in Britain and its colo- 
nies), tea also became associated with European 
notions of pleasure in eating. 

These developments had immense economic 
consequences for a large part of the world. The 
introduction of tea drinking in Europe stimulated 
demand for the implements of tea consumption 
in China, so that the East India companies found 
it profitable to import both, which they did in 
vastly increasing amounts beginning just before 
1700. As Europeans developed their own prac- 
tices for taking tea, new implements (e.g., teacups 
with handles) were developed and produced in 
ever larger quantities in Europe itself, contribut- 
ing in no small way to the modernization of the 
pottery industry. The custom of taking tea (and 
coffee) with sugar, which became common in 
about 1700, was a major stimulus to the expan- 
sion of sugar production in the eighteenth cen- 
tury and to the extension of the West Indian 
plantation system. 


BRITISH EAST INDIA COMPANY 


Tea was also one of the main reasons for the con- 
tinued success and growth of the British East In- 
dia Company in the eighteenth century. Just 
when the company’s imports of Indian cotton 
textiles were being severely curtailed by an act of 
Parliament in the early eighteenth century, the 
company was able to shift its resources toward 
the tea trade with China, a move that was accom- 
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Tea was consumed and traded in China beginning probably in the fourth century c.e. and was exported to 
other places in Asia, especially Japan, within a few centuries. Shown here is an early twentieth-century Chi- 


nese tea plantation. (Library of Congress) 


panied by a general lowering of the retail cost of 
tea and by a massive increase in demand. In Brit- 
ain and the British colonies, tea replaced coffee 
as the exotic drink of choice throughout the eigh- 
teenth century, a situation that existed in the colo- 
nies up to, but not much beyond, the time of the 
American Revolution and in Britain up to the lat- 
ter part of the twentieth century. Tea was also an 
object of high taxation by the British government 
until the 1780s. When the duty on tea was reduced 
drastically at that time, the large smuggling trade 
in tea virtually disappeared and tea became so 
cheap that it emerged in the nineteenth century 
as the primary hot drink for even the poorest 
classes in society. Although tea drinking was not 
as dominant in most other European countries as 
it was in Britain, demand for it was substantial 
everywhere. 

For much of the nineteenth century, tea was 
China’s major export—the primary commodity 
exchanged for the rush of Western-supplied 


goods that flooded China’s markets, especially 
after the Treaty of Nanjing in 1842. The China tea 
trade was notoriously competitive, the high point 
coming in the 1840s and 1850s with the rivalry 
among British and American fast-sailing clipper 
ships, which were designed to bring the first ship- 
ments of tea of each year as quickly as possible to 
European and American tea markets. In the mid- 
nineteenth century, however, China’s practical 
monopoly on tea production came to an end. Af- 
ter long and intense efforts, a project sponsored 
by the British government in India created new 
areas of tea production in northern India and new 
flavors of tea. After a period of steady growth, the 
Indian tea industry replaced the Chinese as the 
world’s largest. Ceylon (modern-day Sri Lanka) 
developed a major tea-producing sector in the sec- 
ond half of the nineteenth century, as did the 
Dutch East Indies. Tea became an archetypal co- 
lonial product, introduced with varying degrees 
of success to African colonies in the twentieth 


century. Tea also became subject in the twentieth 
century to complex producers’ agreements to 
adjust production to demand and to reduce the 
competitiveness of the global tea market. Such 
agreements continue to exist among the now- 
independent tea-producing states. 


Woodruff D. Smith 


See also: Coffee; Industrial Revolution. 
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TECHNOLOGY 


The study, development, and application of 
information, devices, machines, and tech- 
niques to produce items. 


History has been divided into ages and eras de- 
fined by the new technology being used at the 
time. Humanity has moved from prehistoric times 
into the Stone Age, the Bronze Age, and the Iron 
Age. During modern times, the ages have been 
defined as the Industrial Revolution, the age of 
steam, the steel age, the age of the automobile, 
and the computer age. With every new age, the 
people that developed and used the new tech- 
nology were able to dominate, either militarily or 
economically, other cultures. Trade shifted to their 
favor. In addition, the desire to trade for or pro- 
duce particular products often spurred the devel- 
opment of technology. Throughout history, trade 
and technology have been symbiotic in nature. 


PREHISTORIC TECHNOLOGY 


Prehistoric humans had little knowledge or ex- 
perience from which to develop technology. Sur- 
vival was their primary objective. Since the cradle 
of civilization existed in a warm climate, the need 
for clothing was not as great as the need for fire. 
Lacking the knowledge of how to create fire, early 
humans relied on occasional lightning strikes that 
would set the underbrush on fire. Humans even- 
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tually figured out a way to keep the flames burn- 
ing in a controlled manner. Besides being used to 
keep warm, fire was also used to cook food. Meat 
might be placed directly into the fire or in hot 
embers for slower cooking. In the absence of 
metal to create containers, early humans used 
natural objects such as gourds. By scooping out 
the fibrous contents, they could easily contain and 
eat liquid or soft solids. After the discovery of met- 
alworking, newly made containers traditionally 
resembled these natural objects in shape. 

After human societies mastered the use of fire, 
they tended to form small communities. Instead 
of being simply hunter-gatherers, they began cul- 
tivating the earth and planting crops. Stone in- 
struments were used for a variety of purposes, 
from hunting to plowing. Certain plants were 
grown or animals such as sheep and goats were 
raised; cloth was woven from their fibers or hair. 
The raising of livestock and cultivation of edible 
plants greatly expanded the variety and supply 
of food, as well as improving nutrition. As a re- 
sult, populations increased and required greater 
living space, leading some to migrate from their 
original areas of habitation. 

For the societies where people remained to- 
gether in a general region, the farmers in the outly- 
ing areas had to produce enough food to feed the 
inhabitants of the town. The increase in food pro- 
duction was made possible by irrigation. In Egypt, 
the pharaoh organized the building and mainte- 
nance of dikes and canals to control the floodwa- 
ters and to direct water into the fields when needed. 
Through this system, the ancient Egyptians were 
able to cultivate additional lands along the Nile. 
Surplus food production was then traded with 
other regions for items such as cedar, gold, spices, 
and other luxury goods. The use of advanced tech- 
nology made Egypt predominant in the region. 

Trade with distant lands required changes in 
the form of transportation. Around 3000 B.c.z., the 
first wheels—solid wooden circles with leather at- 
tached to the outside to protect them from wear— 
were used to transport heavy loads. By 1500 B.c.z., 
the Egyptians had developed spoked wheels, 
which allowed for lighter vehicles that could 
travel faster. The Egyptian chariots played a vital 
role in the pharaoh’s ability to defend the coun- 
try as well as expand control over distant lands. 
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Although prehistoric humans collected stones 
that contained ores, the process of melting and 
molding the ore into specific shapes did not oc- 
cur until approximately 3000 to 2500 B.c.£. in Egypt 
and Mesopotamia. Since neither country had a 
supply of ore readily available, the rulers were 
forced to either trade for the stones or secure sup- 
plies through military conquest. The pharaoh or- 
ganized expeditions to the Sinai Peninsula to 
obtain copper and other metals. Tin, used in com- 
bination with copper to produce bronze, was lo- 
cated only in Armenia at the time. Mesopotamian 
rulers obtained their supply of tin from the same 
source. As the study of metallurgy advanced and 
bronze was used for an expanded number of 
items from mirrors to tools, new sources of tin 
had to be located. Phoenician, and then Greek, 
merchants obtained tin from Brittany (France), 
Cornwall (England), and central Europe and sold 
it to the Egyptians and Mesopotamians. 

The Bronze Age was succeeded by the Iron 
Age. Scholars believe that the Sea Peoples, who in- 
vaded the ancient world from the north between 
1236 and 1166 B.c.£., were the first to use iron. Since 
iron is a stronger metal than bronze, the Sea Peoples 
had superior weapons and were able to destroy 
the ancient Mesopotamian empire and push the 
Egyptians back out of the Levant. By 1150 B.c.z., 
the Sea Peoples had been defeated or absorbed into 
other cultures, but the introduction of iron contin- 
ued to affect the region. Iron remained the most 
widely used metal for centuries. 

Because of the long gap between the introduc- 
tion of iron around the twelfth century B.c.z. and 
steel in the nineteenth century c.£., historical peri- 
ods in the interval were named for dominant social 
groups rather than stages of technological devel- 
opment. These ages—the Greco-Roman period, the 
medieval age, and the colonial era—yielded new 
technology that continued to affect trade. 


GRECO-ROMAN TECHNOLOGY 


By 900 b.c.k., the Greek city-states had formed and 
over the next couple of centuries developed into 
the dominant power. Part of the reason for this 
was the Greeks’ ability to control sea trade. In 
addition to shipping tin to Egypt, Greeks also ex- 
ported wine and olive oil. The invention of anew 


form of boat, the trireme, allowed for more goods 
to be shipped and quicker delivery. The develop- 
ment of a wide range of new technological de- 
vices allowed trade in many products that had 
traditionally been produced for local consump- 
tion. One of the most important developments 
was that of the waterwheel. The use of mechani- 
cal power to replace human strength increased 
the amount of wheat that could be milled and 
the amount of land that could be irrigated. 

As the Greek city-states weakened because of 
constant warfare and the spread of disease, the 
Romans assumed control over the Mediterranean 
world and beyond. The vast distances over which 
the army was expected to move in the shortest 
possible time required the construction of roads, 
which would be used by merchants as well. 
Straight roads, paved with smooth stones and 
designed with drainage ditches, were constructed 
through swamps, forests, and mountains (by dig- 
ging tunnels). The 44,000 miles of road allowed 
easy movement from one city to another by horse 
or wagon. The empire earned tax revenues from 
trade and so the army ensured the safe passage 
of merchants along these roads. Where the roads 
crossed deep ravines, the Romans constructed 
bridges, some of which are still used. 

Because of the relative security and prosper- 
ity of the Roman empire, population in urban 
areas increased. Without the development of a 
system to protect the health of the inhabitants, 
disease would have quickly destroyed cities and 
towns. The Romans used their engineering 
knowledge to build sewer systems and bath- 
houses. Aqueducts supplied urban areas with 
fresh water from the mountains. The Romans 
constructed monumental structures such as the 
Coliseum and the forums, which became the cen- 
ter of trade. 


MEDIEVAL TECHNOLOGY 


After the fall of the Western Roman empire in 476, 
trade declined significantly throughout Europe. 
Still, new technology was developed during the 
medieval period that affected local trade. One of 
the biggest changes occurred in the field of agri- 
culture. The invention of the heavy plow in the 
Slavic region around the sixth century allowed 


peasants to till the soil with greater efficiency. The 
plow required eight oxen to operate, and for that 
reason peasants worked together in the fields 
since few could afford to own eight oxen indi- 
vidually. The use of the heavy plow, combined 
with a new technique called crop rotation, de- 
signed to replenish the soil of lost nutrients, led 
to increased food production. The time required 
to till the soil was further reduced after the in- 
vention of the modern horse harness, which al- 
lowed for the use of horses instead of the 
slower-moving oxen to pull the plow. Horses that 
were used to plow the soil soon wore down their 
hooves; the horseshoe was developed to prevent 
that from happening. The surplus food was trans- 
ported to the city on wagons that were equipped 
with another technological device, the whipple- 
tree, which equalized the pull of the load. 

While transportation over land was improved, 
so did that on the seas. The introduction of the 
lateen sail, combined with the development of the 
rudder, allowed captains to steer their ships and 
tack into the wind. By the end of the twelfth cen- 
tury, ship captains had magnetic compasses to 
determine their direction. The cross-staff and the 
astrolabe provided latitude and longitude. The sci- 
ence of advanced cartography, brought to Europe 
from China by the Mongols, completed the pre- 
requisites for oceanic travel. Unfortunately, all of 
these technological developments, which spurred 
the desire to find a route to the Far East that by- 
passed the Arab traders after the end of the Cru- 
sades, were put on hold. The arrival of the Black 
Death in Europe caused the death of between a 
third and half of the population. Another century 
would pass before exploration could begin. 


TECHNOLOGY IN THE COLONIAL ERA 


During the fifteenth century, Portugal became the 
first modern nation-state. With its consolidated 
resources and its position on the Atlantic coast of 
the Iberian Peninsula, the Portuguese were in an 
ideal position to begin exploring the coast of West 
Africa. Using the mariner’s tools and knowledge 
collected at the navigational school under Prince 
Henry, sailors mapped the coastline, putting 
ashore occasionally and trading with the local 
inhabitants. Gold and ivory were some of the first 
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items brought from Africa back to Portugal. Por- 
tuguese efforts continued, and by 1494 they had 
discovered a route to India and the Spice Islands. 
Two years earlier, Christopher Columbus, sailing 
for Spain, used the same navigational tools to dis- 
cover the New World, and trade at that point had 
truly become global. 

European monarchs received additional tax 
revenue from the introduction of a wide variety 
of food (especially spices) and other goods from 
the New World and Asia beginning in the 1500s. 
One of the most popular commodities shipped 
to the continent was Indian cotton fabric. Brit- 
ish inventors soon discovered new ways of 
manufacturing the cloth by using technology 
instead of relying on manual labor like that used 
in India. The invention of the flying shuttle in 
1733 reduced the time required to weave the fi- 
bers into cloth, but a bottleneck was created be- 
cause no similar technology existed that could 
increase the amount of fibers that were being 
spun—until the invention of the spinning jenny 
in the 1760s. Additional devices such as the spin- 
ning mule and the water frame completed the 
process, and Britain became the dominant manu- 
facturer of cotton in the world. 


THE INDUSTRIAL REVOLUTION 


It was the Industrial Revolution in Great Britain 
that shifted power from the southern region of 
Europe to the northern Atlantic countries. In the 
late eighteenth century, Great Britain was deter- 
mined to retain the exclusive knowledge involved 
in the production of these new machines and or- 
dered that no blueprints or drawings of the ma- 
chines be produced. Samuel Lowell, an American 
who had visited a factory in England and memo- 
rized the design of the equipment, brought the 
knowledge to the United States, but by that time 
Great Britain had surpassed all others in its manu- 
facturing capability. 

Great Britain realized that trade was the life- 
blood of the empire. Factories produced manu- 
factured items that would be shipped from 
England around the world. Raw materials from 
its colonies or the United States were essential, as 
was coal. The need for coal led to additional tech- 
nological developments. The first steam engine, 


888 TECHNOLOGY 


invented in 1712, was designed to pump water 
out of the mines. By the early 1800s, the steam 
engine was improved to the point where it could 
be used to power ships, replacing wind power. 
Robert Fulton’s Claremont was used to transport 
goods and people across New York harbor. From 
there, steamboats were used on the rivers in En- 
gland and on the Mississippi River in the United 
States. The use of steamboats allowed farmers to 
transport more goods to and from New Orleans 
from points west of the Appalachian Mountains. 

The invention of the cotton gin by Eli Whitney 
in 1793 helped American farmers produce and 
process the increasing amount of cotton required 
by the English textile mills. The application of 
steam power was soon used for oceangoing ves- 
sels. Travel time, and therefore the costs incurred 
in shipping goods, was reduced as steamships 
traveled from India and the Far East around the 
Cape of Good Hope. Although the British Admi- 
ralty resisted the change from sail to steam, mer- 
chants were focused on increasing their profits and 
quickly adopted the new technology. The same 
resistance occurred when the idea of steel-hulled 
ships was introduced. Lighter in weight and more 
resistant to water and barnacle damage, the steel 
ships would be first used by merchants. 

While steam power was being used on ships, 
it was also being explored as a means of power- 
ing locomotives. The origin of the railroad can be 
found in the coal mines of England. Handcarts 
were pushed out of the mines on wooden rails. 
British inventor George Stephenson and his son 
Robert created the first practical steam-powered 
locomotive, called the Rocket. Designed to speed 
the transportation of coal from the mines to the 
factories, the Rocket was soon followed by the use 
of railroads for other purposes. One of the diffi- 
culties with the rails was that iron quickly wore 
down. The iron producers soon discovered that a 
harder, more friction-resistant metal could be pro- 
duced: steel. The age of steam, steel, and rail oc- 
curred simultaneously. Trade flourished as people 
and products reached their destinations more 
quickly than ever before. The development of the 
rail system in the United States allowed buffalo 
hunters, ranchers, and farmers to get their pelts, 
animals, and foodstuffs to market. Settlers mov- 
ing westward no longer had to endure six months 
of danger to reach the West Coast. Settlements 


developed along the rail lines, and these new 
communities required supplies from other cities. 

Because people were separated by great dis- 
tances, inventors focused on providing faster forms 
of communication between cities and small com- 
munities. After Samuel EB. Morse demonstrated 
the effectiveness of the telegraph in 1844, telegraph 
companies proposed a joint venture with railroad 
companies as the most effective way of establish- 
ing this new communications network. The cost 
involved in purchasing land, stringing telegraph 
wires, and hiring employees to send and receive 
messages was prohibitive for the telegraph com- 
panies alone. However, an agreement with railroad 
companies to run the wire along the tracks and 
have stationmasters double as telegraph operators 
in exchange for the railroads having free use of the 
new technology made the telegraph an economi- 
cally feasible communication system. Railroad of- 
ficials recognized the benefit to their business. 

Delays or accidents along the tracks cost the 
railroad time and money, butif stationmasters were 
aware of such events, train routes could be altered 
to avoid such losses. By 1876, Alexander Graham 
Bell had invented a new communication system: 
the telephone. After poor voice quality and back- 
ground noises were corrected through additional 
inventions, the telephone became popular within 
the city limits, where customers could afford the 
service. Telephone companies found it cost pro- 
hibitive to offer the service in rural areas. Compa- 
nies and individuals alike benefited from the new, 
faster form of communication. 


THE SECOND INDUSTRIAL 
REVOLUTION 


Although the communication revolution of the 
nineteenth century was important, the arrival of 
the age of electricity affected society and trade in 
new ways. Thomas Edison’s invention of the in- 
candescent light bulb signaled the beginning of the 
second Industrial Revolution, in which the United 
States would excel and rival Great Britain in terms 
of industry and trade. Whereas the first Industrial 
Revolution relied on steam power, the second was 
driven by electricity. Increased power and efficiency 
resulted in lower costs. New manufacturing pro- 
cesses required higher levels of power that could 
be provided by massive copper-coiled generators. 


MODERN TECHNOLOGY: THE 
TWENTIETH CENTURY 


By the end of the nineteenth century, the three 
countries with expanding industrial and techno- 
logical capabilities were the United States, Ger- 
many, and Japan. These nations competed for 
economic power—a competition that contributed 
to the tensions causing World War I. After Ger- 
many’s defeat in 1919, the United States emerged 
as the new dominant trade power in the world. 
The innovative spirit of entrepreneurs maintained 
the United States as a technological leader 
throughout the twentieth century. 

The twentieth century can be divided into sev- 
eral technological ages that originated in the United 
States. The automobile, though invented in Ger- 
many, was most widely popularized by the United 
States. The practice of applying the assembly-line 
method of production to the manufacturing pro- 
cess by Henry Ford reduced the time required to 
build the car as well as its cost. Instead of maximiz- 
ing profits by demanding a higher price, Ford low- 
ered the price of the Model T and made even 
greater profits based on volume. The United States 
became known as the automotive capital of the 
world. American automobiles were shipped to 
other countries until the tariff barriers were raised 
to encourage production outside the United States. 
Ford circumvented the high duty restrictions by 
establishing manufacturing facilities overseas. The 
new business technology and organizational prac- 
tices developed during the early 1900s allowed the 
United States to enjoy a decade of increasing pros- 
perity during the 1920s. 

Even while the United States prospered, the 
European economy—devastated by World War I— 
was slow to recover. This slow recovery, combined 
with high trade tariffs in the United States designed 
to protect American business from foreign goods 
as well as overproduction of products around the 
world, all contributed to the Great Depression by 
the end of the decade. International and most do- 
mestic trade slowed to a trickle. By the late 1930s 
Europe was once again plunged into war. 

The research and development conducted by 
the U.S. government and business during World 
War II resulted in new technological breakthroughs 
that fostered trade. The discovery of penicillin, sul- 
fanilamide, plasma, and morphine opened up new 
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frontiers in health care. In the postwar period, the 
United States led the way in pharmaceutical re- 
search. In the last decades of the century, other 
countries began producing the same drugs domes- 
tically at a cost lower than that in the United States. 
The United States has attempted to restrict the im- 
portation of pharmaceuticals from other countries, 
such as Canada and Mexico, by arguing that the 
federal government cannot ensure that the drugs 
contain the same ingredients and same dosages as 
the U.S.-made pills. The United States continues 
to lead the world in medical research. 

Aviation also experienced technological ad- 
vances during and after the war. In 1944, Presi- 
dent Franklin D. Roosevelt called for the aviation 
industry to begin production on 500,000 airplanes 
at an annual production rate of 50,000. The pre- 
war aviation research labs increased in number 
from 40 to 300. Research and production of planes 
and flight technology occurred concurrently, with 
new technology retrofitted onto existing planes. 
Wind tunnel technology was developed, along 
with radar. Turf airfields were replaced with con- 
crete runways to accommodate the shift from 
wooden biplanes to the new steel aircraft. The 
new technology that developed during the war 
allowed for the expansion and commercialization 
of the airline industry in the second half of the 
twentieth century. Airline companies provided 
faster transportation for passengers and quicker 
delivery for cargo. Companies such as Fedex, Air- 
borne, and United Parcel Service ship millions of 
packages around the world overnight or within 
twenty-four hours. The continued research by the 
government into missile technology has resulted 
in the space industry. Special requirements for 
space travel forced researchers to develop pro- 
cesses for producing freeze-dried foods—now 
commonly available in consumer markets. 


THE COMPUTER AGE 


The computer age has its roots in World War II 
and the postwar period. Military and research fa- 
cilities established computer links to share infor- 
mation and new technology. Computers were still 
large and expensive, but during the 1980s the in- 
crease in processing speed and power, combined 
with the decreasing cost of hardware (memory) 
and operating systems to take advantage of that 
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power, created a market for smaller, personal com- 
puters. During the late 1980s the computer indus- 
try mushroomed as businesses and consumers 
alike used computers for word processing, spread- 
sheets, and other functions. Computer use blos- 
somed further as access to the Internet widened 
in the 1990s, reaching full flower with the advent 
of broadband connection. Companies around the 
world used the new technology to promote their 
business. Individuals began shopping online. Ad- 
vertisers took advantage of new markets and mar- 
keting techniques. Microsoft owner Bill Gates 
became the richest man in the world. Businesses 
now rely on the Internet to engage in functions 
ranging from purchasing to invoicing. Stock mar- 
kets offer twenty-four-hour trading. New tech- 
nology has once again buttressed the United 
States as the world’s leading economic power. 
Technology and trade have developed over 
time and have had mutually reinforcing effects. 
The desire of merchants to increase profits has 
encouraged new innovative processes, while new 
technology has also been applied to increase 


trade. 
Cynthia Clark Northrup 


See also: Babylonian Empire; Egypt, Ancient; United States; 
World War II. 
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TELEGRAPH 


A means of long-distance communication with 
coded electrical impulses over a wire, used 
extensively throughout the nineteenth century. 


Samuel FB. Morse devised a system of telegra- 
phy that employed an electrical circuit, with an 
overhead wire and the ground forming the cir- 
cuit, and used an electromagnetic receiver acti- 
vated by completing and then breaking the 
circuit. Morse developed a code of long and short 


audible sounds that corresponded to the alpha- 
bet and could be transmitted over great distances 
(referred to as “Morse code”). Having convinced 
the Baltimore and Ohio Railroad company to al- 
low the construction of overhead wires along its 
tracks, Morse was able to establish a communica- 
tions link between Baltimore and Washington. On 
May 24, 1844, Morse demonstrated to Congress 
the effectiveness of his device by transmitting the 
message “What hath God wrought?” By 1866, the 
first transatlantic telegraph cable had been laid. 
During the 1870s, additional improvements al- 
lowed multiple messages to be transmitted over 
a single wire at the same time. 

The government constructed telegraph lines 
to connect military forts throughout the country 
during the 1850s and 1860s. The expense involved 
with transporting and erecting the lines pre- 
vented its widespread use until the telegraph 
companies partnered with the railroads. The 
Western Union Telegraph Company had a line 
along the Southern Pacific Railroad and the At- 
lantic and Pacific Railroads. Still, most railroads 
failed to perceive the commercial value of grant- 


By allowing for virtually instantaneous transmission of information, 
the telegraph revolutionized trade after its invention in 1844. Shown 
here is Leila Livingstone Morse, the granddaughter of telegraph 
inventor Samuel F.B. Morse, demonstrating the original machine 
on its 100th anniversary in 1944. (Library of Congress) 


ing right-of-way privileges to telegraph compa- 
nies. However, Charles Minot, the superintendent 
of the New York and Erie Railroad, did appreci- 
ate the potential of the telegraph. By using rail- 
road clerks to transmit messages, the railroad 
company could have unlimited access to fast com- 
munication at no additional cost. Minot worked 
out an agreement whereby the telegraph com- 
pany would supply the poles, wires, and other 
material and the railroad company would trans- 
port the supplies to points along the tracks at no 
cost and would pay the telegraph company $30 
per mile for the construction of the line. Revenues 
from messages sent by parties other than the rail- 
road company would be divided equally between 
both companies. Officials from the telegraph com- 
panies received free transportation on the railroad 
while conducting business. 

The greatest benefit that the railroad compa- 
nies derived from access to the telegraph involved 
the reduction of wasted time and money. On 
single tracks, train accidents occurred frequently, 
but communication between the various stations 
along the line reduced the number of incidents 
dramatically. The scheduling of trains often re- 
quired that “inferior” trains wait hours for “su- 
perior” trains to pass, even if the latter were 
running late. By using the telegraph, the inferior 
trains could be moved more efficiently, thereby 
reducing the cost of transporting the shipments. 

Throughout the 1850s and 1860s, Western 
Union Telegraph Company emerged as the lead- 
ing telegraph company as a result of its contracts 
with railroads across the country. During the 
1880s, the company had entered into agreements 
with three-fourths of the nation’s railroad com- 
panies and transmitted 80 percent of the mes- 
sages throughout the United States between its 
12,386 offices. Companies and individuals used 
the telegraph to relay important information to 
distant places. A communication revolution had 
occurred. 

In Great Britain, the telegraph and the rail- 
roads developed this symbiotic relationship as 
well. As early as the 1830s, train accidents were 
being reduced through communication between 
stations. Europe, with its vast railway system, also 
benefited from the telegraph. The British used the 
railroad and the telegraph extensively in India 
during the late nineteenth and early twentieth 
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centuries to move people and goods across vast 
distances to the major cities. 

While telegraphs assisted the railroads in the 
shipment of goods, ships could not use this new 
form of communication. Instead, captains relied on 
the wireless telegraphy invented by Italian physi- 


cist Guglielmo Marconi. 
Cynthia Clark Northrup 


See also: Communication; Railroads. 
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TELEPHONE 


Acommunication device invented by Alexander 
Graham Bell that allows for the transmission 
of voice and electronic data over wires. 


Before the invention of the telephone in 1876, 
indirect communication forms included written 
correspondence or messages transmitted over 
telegraph wires by Morse code and then trans- 
lated at the receiving end. Messages sent via tele- 
graph remained relatively expensive, with 
companies charging by the number of words sent. 
After Alexander Graham Bell invented the tele- 
phone, many people continued to use the tele- 
graph because the voice quality was so bad on 
the telephone line that it was difficult to distin- 
guish who was on the other end, and there was a 
strange metallic sound that was distracting. After 
these two problems were eliminated, telephones 
became much more popular. Telephone switch- 
boards connected people in large urban areas, 
though telephone service remained too costly for 
the rural areas. During the Great Depression, the 
U.S. government established the Rural Electrifi- 
cation Agency to organize electrical cooperatives 
throughout the rural regions. After the agency 
accomplished this mission, its goal was to ensure 
telephone service for farmers as well. 

After the telephone became a commonly used 
device, businesses were able to communicate with 
one another with greater ease. This communica- 
tion system has continued to facilitate trade, both 
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‘* Implement 


of the 


By transmitting voice and sound, the telephone expanded the pos- 
sibilities of long-distance communication. Within decades of its in- 
vention in the 1870s, the telephone was an essential component in 
virtually every business office and factory. 

(© North Wind Picture Archives) 


nationally and then internationally. After 1984 and 
the development of the personal computer, tele- 
phones served another purpose. Electronic data 
could be transmitted from one computer to an- 
other over the telephone lines through a modem. 
This technology continues to be used to access 
the Internet, in addition to cable and satellite con- 
nections. Access to the Internet has increased 
trade around the world. In the United States 
Internet sales reached $12.5 billion for the first 
quarter of 2003. The use of telephones has also 
given rise to the telemarketing industry, which 
employs many people and generates sales for a 
variety of companies, from small proprietorships 
to large telecommunication firms. The ability to 
communicate verbally with a potential customer 
by telephone increases productivity by reducing 
the cost and time of having to meet face to face 
with each individual. Many countries, including 
the United States, are beginning to regulate the 
telemarketing industry more stringently and have 
even established “no-call” lists that prohibit 
telemarketers from calling registered numbers or 
face stiff penalties. 

The deregulation of the telephone industry 
in the 1980s resulted in an increase in the num- 
ber of telecommunications firms. Multinational 
corporations such as MCI, WorldCom, Sprint, 
and others spurred competition. Moreover, tra- 
ditional telephone wires have increasingly been 


replaced by fiber optic cables, which allow faster 
transmission of data. Further research and de- 
velopment has resulted in wireless technology, 
used in cellular phones and text messaging, re- 
lying on satellites to transmit the information 
instead of telephone lines. Videoconferencing 
has also had a major impact on the ability of 
firms and individuals to conduct business by re- 
ducing the cost and travel time required for 
management to exchange information and 
ideas. By opening up communications among 
people around the world, the telephone has 
helped increase global trade to an unprec- 
edented level. 


Cynthia Clark Northrup 
See also: Communications; Telegraph. 


BIBLIOGRAPHY 

Coll, Steve. The Deal of the Century: The Breakup of ATGT. New 
York: Simon and Schuster, 1988. 

Moschovitis, Christo J.P History of the Internet: A Chronology, 
1843 to the Present. Santa Barbara: ABC-CLIO, 1999. 


TERRORISM 


Like many other illegal and political activities, 
terrorism affects trade on several levels. 


Terrorism, like war and other forms of violence, 
strongly affects the pattern of trade. Countries 
that are plagued by a larger number of terrorist 
attacks trade significantly less than similar coun- 
tries that do not suffer from terrorism. As inter- 
dependency between countries grows, and as 
nations become more dependent on foreign trade 
and tourism, the devastating impact of terrorism 
on economies is more evident. 

Terrorism has existed since the beginning of 
civilization, butits influence on international trade 
began to grow only with the expansion of inter- 
national connections and dependence on complex 
banking and transportation systems. The Jews in 
Roman-occupied Judea targeted individuals who 
cooperated with the Roman regime. During the 
early Muslim empire, personal assassins—called 


“Hashshashins,” a term derived from their use of 
hashish—were hired to kill political rivals. The term 
later took on the meaning of a person who com- 
mits a murder for political reasons: an “assassin.” 

A change in the form of terrorism and the ef- 
fect it had on the world and on trade began in 
1968, when the era of so-called modern terrorism 
began. At that time, international terrorist groups 
started to appear and even local terrorist move- 
ments began to operate across state borders. The 
scale of terrorism escalated dramatically, and na- 
tional industries—such as aviation—became the 
main target. Some groups, such as the Red Army 
Faction (Rote Armee Fraktion), also known in 
Germany as the Baader-Meinhof Gang, an- 
nounced that its main aim was to harm Western 
economies and in this way draw more attention 
to the inequalities in the world and, in particular, 
to the distress of the Third World. 


THE IMPACT OF TERRORISM ON 
INTERNATIONAL TRADE 


Although the impact of terrorism on trade varies 
across time and place, violence and warfare gen- 
erally cause additional costs for transactions. 
Therefore, there is a negative association between 
terrorist activity and the volume of trade to be 
expected. More specifically, there are at least three 
principal ways in which terrorism hinders inter- 
national trade. 

First, terrorism leads to insecurity and thereby 
raises the cost of doing business. Alvin Buckelew 
defines terrorism as “violent, criminal behavior 
to generate fear in the community, or in a sub- 
stantial segment of the community, for political 
purposes.” Depending on the magnitude of ter- 
rorist attacks, people may become increasingly 
confused and nervous or feel generally less safe. 

For instance, the September 11, 2001, attacks 
on the Twin Towers of the World Trade Center in 
New York City and on the Pentagon in Washing- 
ton, D.C., created fear and had a significant nega- 
tive impact on the economy. Therefore, terrorism 
may lead to a change in a country’s consumption 
and production patterns. Left-wing terrorists in the 
1960s and 1970s bombed department stores to de- 
ter shoppers; Colombian businessmen have 
changed their lives and routines because of 
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The terrorist attacks on the World Trade Center on September 11, 
2001, have had a major effect on world trade, forcing governments 
and industry to implement costly security measures that often slow 
the transportation of goods and people across borders. 

(© Lee Snider/The Image Works) 


kidnappings in the country in the 1990s; and Is- 
raelis use less public transportation and shop in 
less-crowded places because of the terrorism that 
reemerged after the second Intifada broke out in 
2000. The terrorists thereby bring about a change 
in international trade trends—consumers might 
buy more security-related goods but might not con- 
sume what is considered a potential danger (e.g., 
they might not travel by air). 

Since the economic impact of terrorist bomb- 
ings and shootings is hardly predictable, existing 
business plans may quickly become obsolete as 
firms must reformulate them to deal with new 
risks. A country that experiences terrorist attacks 
may face a reduction in the attractiveness of its 
market for international producers. Risk assess- 
ments for businesspeople usually deter invest- 
ment in “trouble spots” around the world. 
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Second, the typical response to an increase 
in terrorist activity is an increase in security mea- 
sures. Stronger regulations, however, make trade 
more expensive, for example, by increasing de- 
livery times. For instance, after September 11, 
2001, U.S. borders were temporarily closed; af- 
ter the borders were reopened, trucks on the 
border between Canada and the United States 
had to wait up to twenty hours for a crossing 
that normally takes minutes. El Al, Israel’s flag 
airline carrier, generally holds goods for a day 
for security checks and does not announce its 
departure schedule in advance. These measures 
increase security but also create obstacles for 
trade. 

Third, there is the risk of the destruction of 
goods. Although many terrorist attacks do not aim 
to cause direct economic damage, others explic- 
itly try to cripple economic interests, such as tour- 
ism. Terrorists increasingly target a country’s trade 
because countries appear to be particularly vul- 
nerable to the disruption of industry supply 
chains or the destruction of particular modes of 
transportation. For instance, according to the ter- 
rorism database of the U.S. State Department 
(2002), there were at least 178 bombings of a mul- 
tinational oil pipeline in Colombia in 2001 alone. 
Higher risks, additional security measures, and 
the direct disruption of trade raise the cost of 
transactions and thereby reduce the volume of 
international trade. 


TERRORISM AND 
ILLICIT TRADE 


The “assassins” were not the last to link com- 
merce and the usage of illegal goods, especially 
narcotics, with terrorism. Thus, not only does ter- 
rorism harm trade, but many terrorist groups are 
also involved in illegal trade at national and in- 
ternational levels to finance their activities. 

Narcoterrorism, terrorism related to trade in 
illegal narcotics and financed by this trade, is 
widespread. In Latin America (especially Colom- 
bia), guerrilla groups use drug money to pay for 
their training and weapons. Groups such as al 
Qaida and Hezbollah are also involved in the 
drug trade to finance their activities.Other terror- 
ist groups help operate the arms trade, the black 
market, or the sex trade. 


TRADE AND THE STRUGGLE 
AGAINST TERRORISM 


Several theories claim that opening society to eco- 
nomic opportunity and political expression would 
reduce terrorism because it often grows in an en- 
vironment in which the public has no open fo- 
rum in which to express dissidence, thus using 
violence where they cannot participate in public 
life. In this view, liberalizing trade and investment 
is a potential tool for fighting terrorism. 

This perspective led to the conclusion of trade 
pacts aimed at increasing and strengthening the 
bond among counterterrorist organizations and 
operations around the world. The Doha Round 
of the World Trade Organization negotiations 
(2002) is supposed to pave the way for substan- 
tial trade liberalization. 

Despite these clearly identifiable trends, the 
overall magnitude of the effect of terrorism on 
trade remains unclear. In fact, it is even possible 
that terrorism has almost no measurable effect on 
trade because the overwhelming majority of ter- 
rorist actions are operations with only local im- 
plications. In addition, terrorists rarely target 
freight directly, and physical destruction is, at least 
in principle, insurable. However, with the global- 
ization of terrorist activity, its impact on the world 
economy and trade becomes more and more evi- 
dent, even if not measurable or direct. 


Nadav Gablinger 


See also: European Union; Illegal Trade. 
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TEUTONIC KNIGHTS 


Originally known as the Order of the Hospi- 
tal of Saint Mary of the Germans of Jerusa- 
lem, the Deutsche Orden, or Teutonic Order, 
was founded as a crusading order around 1187 
and operated field hospitals for German 
knights. 


After 1199, the Teutonic Knights became more 
specifically military and adopted the combat rules 
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A Christian order originally organized to help fight the Crusades, the Teutonic Knights eventually fought for 
German princes and ultimately joined the Hanseatic League, engaging in the fish and grain trade. Shown 
here, the knights seize the town of Kaven (now Kaunas) in eastern Prussia in 1243. 

(Mary Evans Picture Library) 


of the Knights Templar. With the support of Em- 
peror Frederick II and the German princes, the 
order expanded rapidly, organizing itself as a 
military hierarchy of command and acquiring 
property serviced by auxiliary lay people. 

With the unsuccessful end of the Third Cru- 
sade, the order turned its attention away from 
the Holy Land toward the service of secular au- 
thorities, who asked the order to aid them in re- 
taking territory from the advancing Ottomans or 
resisting non-Christian Magyars, Lithuanians, 
and Prussians. Between 1230 and 1283, the order 
conquered a large territory from the native 
Prussians and installed its grand master as ruler. 
Most of the fighting done by the order occurred 
on the frontier of Prussia, but members also 
served in the major trade cities of western Eu- 
rope, handling the amber, timber, and fishing 
products produced by their lands. The order also 
joined the Hanseatic League, supplying grain and 
fish at competitive prices. 


Despite its trade wealth, the order continued 
to exercise its military authority, slaughtering re- 
bellious peasants and expanding into the Baltic 
region against non-Christian peoples. This suc- 
cessful conquest challenged the region’s other 
major political force, the recently united kingdom 
Poland-Lithuania, which defeated the order at the 
massive Battle of Tannenberg in 1410 and forced 
the order to give up much of western Prussia to 
Poland. The order was also defeated in Russia by 
a coalition of forces led by Prince Alexander 
Nevsky, which limited its expansion into the cit- 
ies of the Rus’. 

In 1525, Albrecht von Hohenzollern, the grand 
master of the order, converted to Lutheranism and 
married; he eventually founded a dynasty that 
transformed Prussia from a theocracy dominated 
by the order into a personal political possession. 
Although the order still technically existed until 
1939 as a military honor and charitable organiza- 
tion granted by the governments of Germany, 
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Czechoslovakia, and Austria, its real power passed 
into the hands of the Hohenzollern dynasty of 
Prussia, along with its wealth and trade leverage. 


Margaret Sankey 


See also: Crusades. 
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TEXTILES 


Cloth or fabric that is woven, knitted, or other- 
wise manufactured from animal and veg- 
etable fibers or created through a chemical 
process. 


Until the late nineteenth century, the only source 
of fibers that were processed into textiles came 
from animals, such as sheep, goat, camel, silk- 
worm, rabbit, and alpaca, or from vegetables, such 
as cotton, flax, hemp, and jute. These fibers were 
used to produce wool, linen, cotton, and silk tex- 
tiles that have been traded among different cul- 
tures since recorded human history. 


WOOL 


Wool is a fiber derived from the fleece of sheep. 
Sheep were first domesticated in western Asia 
some time around 9000 B.c.£., but the skin was hairy 
instead of wooly until 3000 B.c.z. The wool trade 
developed around the Tigris and Euphrates Riv- 
ers beginning in 4500 b.c.z. Merchants traveling 
farther west introduced wool to the Phoenicians, 
who transported sheep throughout the Mediter- 
ranean world, including Spain, where, during the 
Roman period, the Merino breed was developed. 
It remains the most desired sheep’s wool to this 


day. The Romans promoted both the use of wool 
within the empire and its spread northward and 
westward throughout Europe after 700 B.c.z. 

Wool became an important export product 
from England beginning in the 1300s. Raw wool 
was sold to other European nations through the 
Hanseatic League. The finished textile was then 
imported to England. King Edward III realized the 
importance of the wool trade for his kingdom. He 
decided that he could profit from both the raw 
material and the processing of wool textiles by 
enticing weavers to migrate to England. Legisla- 
tion was passed by Parliament that allowed for 
the release of peasants from the land and the en- 
closure of fields for the purpose of raising sheep 
for their wool. The Wool Act prohibited the im- 
portation of wool to the country from the British 
colonies or anywhere else. 

Over the next three centuries, England became 
the world’s primary producer of raw wool. By the 
sixteenth century, England had surpassed all other 
countries in wool production. Even after the En- 
glish began weaving wool into a finished textile 
in the twelfth century, wool was exported to other 
regions, where the finest wool cloth would be wo- 
ven. Florence, Italy, and the de Medici family made 
a fortune from the wool industry. Weavers formed 
craft guilds that mandated the quality of the work- 
manship and restricted supplies to maintain a 
higher price. The difficulty of using a mechanical 
process to manufacture wool allowed the cotton 
industry to expand much earlier than the wool 
industry, but by the late eighteenth century wool 
production was on the rise again. 


LINEN 


Linen dates back to 6500 B.c.£., when the first re- 
corded use of the textile was documented in 
present-day Turkey. By 3400 B.c.z., the ancient 
Egyptians were cultivating flax and spinning the 
fiber into various grades of linen cloth. The finer 
cloth was reserved for the pharaohs and the up- 
per classes, while the average laborer wore the 
coarser cloth. Linen was essential in both life and 
death in Egypt. Ancient mummies were often 
wrapped in as much as 2,900 feet of linen cloth 
before their burial. Like wool, linen was exported 
from Egypt to the Roman empire and then 
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Textiles have long been a trading commodity throughout the world. Here, a Javanese woman weaves textiles at an 
exhibit in the 1892 World’s Columbian Exposition in Chicago. (Library of Congress) 


throughout Europe. However, whereas England 
became the major exporter of wool, it was France, 
the Low Countries, and Ireland that produced most 
of the linen. During the seventeenth century, an 
increase in the immigrant population of England 
increased the nation’s demand for linen, and Rus- 
sia became its chief supplier. 


SILK 


The Chinese developed sericulture, the commer- 
cial breeding of silkworms, sometime between 3000 
and 2600 8.c.£. By 1700 B.c.£., silk was being traded 
between China and Europe. The Chinese guarded 
the secret of producing silk, and the textile was 
restricted for use by royalty or was given as a gift. 
By the Han dynasty (206 B.c.£.—220 c.z.), the desire 
of Europeans for the cloth resulted in the devel- 
opment of the Silk Road, along which merchants 
were protected across the great expanse of their 
journey. During this period, the Roman empire 


had reached its peak and the importation of silk 
increased dramatically. The Chinese exported silk 
fabrics over caravan routes through India to trade 
centers in the Middle East, where it was sent on to 
Mediterranean Europe. After the fall of the West- 
ern Roman empire in 476 c.t., silk continued to be 
imported through Constantinople. The emperors 
decided that the drain of precious metals, which 
the Chinese demanded in exchange for their 
goods, was too costly, so spies smuggled silkworms 
back to the capital, where state-run workhouses 
began production. By 600, the Chinese were pur- 
chasing silk produced outside China. Silk produc- 
tion occurred in England as well as in other regions 
throughout Europe, but because supply was lim- 
ited, only the wealthiest could afford it. Some of 
the cost of silk derived from the expensive dyes 
used to produce specific colors such as purpura or 
the threads of gold that were interwoven with the 
silk threads. Some of the garments produced from 
silk cost their weight in gold. 
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COTTON 


The use of cotton can be traced back to 3000 B.c.k. 
in India. Cotton plants grew along the Indus River 
and the Indians spun the cotton fibers into threads 
that produced cotton cloth. Brilliant dyes and pat- 
terns made the Indian cloth desirable throughout 
the Middle East and then Europe. Cotton plants 
were cultivated in ancient Egypt along the Nile 
River and then spread to Europe, eventually mak- 
ing it as far north as Germany. England, already a 
wool-producing country, imported cotton. The 
British East India Company, founded in 1600, es- 
tablished trading centers in India, where agents 
purchased cotton for consumption in England. As 
the demand for cotton increased, British inven- 
tors developed mechanical devices that allowed 
the English to produce cotton at a price that was 
competitive with the low price of Indian cotton. 

The creation of the flying shuttle, the spinning 
jenny, the water frame, and the spinning mule 
sparked the Industrial Revolution and trans- 
formed the cotton industry. In the eighteenth and 
nineteenth centuries, England became the world’s 
largest producer of cotton. After the invention of 
the cotton gin in 1793, the fledgling United States 
produced the largest percentage of the world’s raw 
cotton. Slavery increased in the Deep South, where 
slaves comprised the labor supporting cotton pro- 
duction, the leading industry. Northern U.S. fac- 
tories, copying British factory and machine 
designs, processed some of the cotton into cloth, 
but most of the cotton was sold to England, with 
the South importing a substantial amount of the 
finished cloth. Cotton production dominated 
world trade during the first half of the nineteenth 
century. Cotton remains the most widely used fab- 
ric in the world. 


SYNTHETIC DYES AND 
TEXTILES 


Synthetic dyes were first developed in the late 
nineteenth and early twentieth centuries. The in- 
creased demand for fabric as a result of the In- 
dustrial Revolution resulted in the need for 
synthetic dyes. The supplies of natural dyes could 
not meet the demand, so work began on produc- 
ing chemical dyes. William Perkin, while trying 


to produce quinine from the by-products of coal 
tar, created the color mauveine instead. His dis- 
covery resulted in the development of most of 
the dyes used to the present. One of the natural 
plants that continued to be used for dyes because 
of improved production techniques was the in- 
digo plant. Germany controlled the dye market 
from the nineteenth century through the end of 
World War I. 

The development of synthetic fibers pro- 
ceeded around the same time. Scientists working 
in the 1860s initially experimented with the pro- 
duction of fibers using a process similar to the one 
used by the silkworm to produce silk fiber. Ex- 
periments led to the creation of nitrocellulose and 
then cellulose triacetate. By the 1920s, polymeric 
synthetic fibers had been perfected, followed by 
nylon and polyester. These fibers have not re- 
placed the natural fiber but have added diversity 
to the textile, and therefore the fashion, industry. 


LABOR AND THE TEXTILE 
INDUSTRY 


One of the main issues that has dominated the 
textile industry is labor. Early Indian cotton cloth 
was inexpensive because of the large population 
available for producing it. In a preindustrialized 
state, Indian workers were paid low wages be- 
cause of the large workforce available. England 
realized that, like wool, cotton was cheaper to 
import from India than to produce domestically. 
The Industrial Revolution reduced the cost of 
manufacturing cotton cloth in England, thus re- 
ducing the amount of Indian cloth imported. As 
the United States entered the cotton manufactur- 
ing industry, Congress passed tariff legislation 
that increased the duty on cheap Indian cloth to 
protect its own industry. 

Although initially U.S. textile workers were 
paid higher wages than their European counter- 
parts, the influx of immigrants in the late nine- 
teenth century and the enlargement of the labor 
pool caused wages to drop. In the early twenti- 
eth century, textile mills moved to the South, 
where lower wages could be paid to women and. 
children working in the factories. Child labor and 
minimum-wage legislation increased the price of 
textiles, and by the end of the twentieth century 


most textile manufacturing had moved from the 
industrialized West to Asia and other parts of the 
developing world, where workers were often paid 
extremely low wages for their labor or, as quasi- 
indentured servants, were forced to work in the 
factories to pay off a family debt. 


Cynthia Clark Northrup 


See also: British East India Company; Cotton; Egypt, Ancient; 
Indigo; Roman Empire; Silk Road; Wool. 
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TIMBER/SOROCHOK 


Meaning forty pelts, this was the most basic 
unit of accounting and packaging used in the 
fur trade from the early Middle Ages until the 
modern era throughout much of the world. 


In the premodern era, the forty-unit had several 
denominations, representing the way pelts were 
bundled. It was assembled from four packs of ten 
pelts (four tens) or eight packs of five pelts (eight 
fives). In the former case, each of the tens was 
called a dekur or dikur. Once counted and as- 
sembled into the forty-unit, pelts were usually 
suspended from a wooden ring for easy handling. 

The timber (Germanic)/sorochok (Russian) 
unit appears to have originated sometime in the 
ninth to the first half of the tenth centuries in 
the medieval northwestern Russian town of 
Novgorod, the most important fur-trade center 
in medieval western Eurasia. Through its intense 
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commercial contacts with the countries of the 
Baltic, the forty-unit spread from Novgorod to 
Scandinavia, Germany, and Britain by the 1150s. 
In the following centuries, the unit became the 
standard for counting, packaging, and shipping 
pelts by the German Hansa throughout north- 
ern Europe and the Italian merchants through- 
out the Mediterranean and Black Seas region. 
At the same time, through Novgorod’s trade of 
pelts with the South and East and its payment 
of furs as tribute to the Mongol khans from the 
mid-thirteenth century, use of the forty-unit 
spread to Byzantium, the Near East, Central Asia, 
Mongolia, and China. By the early modern pe- 
riod, Europeans extended the unit to the Ameri- 
cas. When the Spaniards arrived in Mexico, they 
expected the Aztecs to pay them tribute in the 
form of jaguar skins counted out in forties. The 
unit also became the standard in the American 
and Canadian fur trade. 

As a result of the standardization of the forty- 
unit in the fur trade, the timber/sorochok also 
became the traditional way of presenting pelts as 
diplomatic gifts to rulers of Eurasia. From the late 
Middle Ages through the early modern period, 
kings, queens, princes, sultans, khans, and em- 
perors from England to China received furs from 
the Russian tsars packaged in forties. 


Roman K. Kovalev 


See also: Fur; Tally Sticks. 
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TIN 


A chemical element with the symbol Sn and the 
number 50 on the Periodic Table of elements 
that is used as an alloy with other metals. 
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Tin ore is hard, heavy, and inert and can be 
found on every continent in the world. At the 
end of the twentieth century, thirty-five coun- 
tries mined tin. The most common type of tin is 
oxide casserite. The metal is combined with lead 
and zinc as well as other metals because of its 
durability and because tin coatings prevent 
corrosion. 

Early recorded history indicates that the 
Sumerians were the first people to combine tin 
with other metals. They discovered that the ad- 
dition of tin to copper during the smelting pro- 
cess (a process that produced bronze) produced 
a stronger metal. The Sumerians combined tin 
with copper as early as 3500 B.c.£. at a ratio of 11 
percent tin to 86 percent copper. Farming imple- 
ments and weapons were the most commonly 
used form of bronze. An axe head containing tin 
has been discovered that dates back to 2500 B.c.E. 
The Sumerians continued to use tin for the next 
500 years, until the local supply of the metal was 
exhausted. The Sumerians were then forced to 
search for the metal in other lands. Trade devel- 
oped because of the need to find new sources of 
tin. By 1800 B.c.£., the use of tin was popular in 
western Asia. 

Tin has been used as a compound for ce- 
ramic glaze since the ninth century B.c.£. Tiles 
from Assyria and Babylon contain this type of 
glazing. By 600 B.c.£., tin was used as a metal 
separately from other metals. During the sixth 
and fifth centuries B.c.£., the ancient Greeks 
combined tin with copper for their lifelike sculp- 
tures that showed the human form in motion. 
Before the use of bronze, sculptures were carved 
out of stone and the figures were static, with 
their arms by their sides, as in ancient Egyptian 
sculpture. During Roman times, tin was mined 
in Cornwall. Romans used tin to conduct and 
store water because of its noncorrosiveness. Tin 
continued to be prized throughout medieval 
times. By the fourteenth century, the tin mines 
of Cornwall produced 600 tons of tin annually. 
By the mid-nineteenth century production had 
increased to 9,000 tons per year but then fell af- 
ter tin production shifted to Southeast Asia. Af- 
ter the age of discovery, the primary source of 
tin was South America. Today, Southeast Asia 
produces 50 percent of the world’s tin supply. 


In 1990, more than 211,000 tons of tin were 
mined, mainly in Southeast Asia and South 
America. 

By the twentieth century, tin was used in the 
formation of lead crystal glass because the fur- 
naces are heated to over 1,400 degrees Fahren- 
heit and the glass then becomes electrically 
conductive. The heating of the glass is achieved 
through an electric current conducted by elec- 
trodes manufactured from tin. Other glassware, 
such as jars and bottles, are also coated with a 
thin film of tin to strengthen them. Tin is used to 
coat steel containers used for food products, such 
as canned fruits and vegetables. Conductive tin 
film is used on glass for deicing windshields, se- 
curity alarm glazing, and electroluminescent dis- 
play screens, as well as in some double-glazing 
windows. Tin is used in marine paints because of 
its anticorrosion properties. Industrial uses in- 
clude the use of tin in chemical processes like oil 
production as well as air purification devices and 
gas masks. Tin is also used in some agricultural 
chemicals designed to prevent fungus from form- 
ing on crops, such as sugar beets, potatoes, beans, 
carrots, celery, and coffee. 


Cynthia Clark Northrup 


See also: Sculpture; South America; Southeast Asia. 
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TOBACCO 


A plant cultivated for its leaves, which are 
dried for smoking, and used in place of cash 
in colonial America. 


The first commercial agricultural crops in the 
American colonies were nonfood items, and Vir- 
ginia growers found a salable commodity in to- 
bacco. In 1612, the variety of tobacco grown in 
Jamestown, Nicotiana rutica, had a bitter taste, 
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First cultivated by Native Americans, tobacco became a major export of the Americas following the European conquest of the sixteenth and 
seventeenth centuries. Shown here is a tobacco market in Louisville, Kentucky, around the turn of the twentieth century. (Library of Congress) 


but the following year John Rolfe planted a 
variety of tobacco, the Orinoco variety from 
Venezuela (Nicotiana tabacum), that suited Eu- 
ropeans with its smoother taste. This new vari- 
ety ensured a higher value per acre. By 1617, 
Rolfe had also perfected the drying method for 
long-distance transit. In 1627, Virginia farmers 
exported over 500,000 pounds; by 1688, 18 mil- 
lion pounds were sent to market; by 1700, Vir- 
ginia and Maryland exported 35 million pounds 
and by 1766 over 100 million pounds to Europe. 
Through a series of Navigation Acts in the 1600s, 
Virginia had secured a monopoly on foreign 
trade mostly with the British and Dutch, but 
Scottish purchases began in 1740. The tobacco 
trade dominated the Chesapeake region for the 
next 100 years. Tobacco and later cotton were 
agricultural products that England could not 
grow successfully. 

From 1714 to 1720, the European demand for 
tobacco rose, but this increasing Continental de- 


mand led to American overproduction, then 
lower prices and recurring depressions during 
the first half of the 1700s. Tobacco markets de- 
clined, and soil used to grow tobacco was ex- 
hausted in many regions of the South. The need 
for labor to work the land for profit continued 
to be a concern. 

The need for European markets continued 
throughout the 1800s as American urban residents 
could not consume the entire domestic product. 
Exports decreased during the Civil War, though, 
from 173 million pounds in 1860 to 113 million 
pounds in 1864. By the mid-1800s, Kentucky and 
Missouri had become major tobacco-producing 
states with market centers in St. Louis and New 
Orleans, rather than the southern export center 
of Norfolk, Virginia. Also in the mid-1800s, a bright 
yellow variety of tobacco with a charcoal-fire cur- 
ing process began to be grown in the Upper South. 
Still, tobacco production remained small-scale and 
labor-intensive. 
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Starting in the 1890s, regions of the South be- 
gan to grow a flue-cured tobacco for which the 
market increased dramatically after World War I 
with the new demand for cigarettes. By 1929, it 
comprised half of the U.S. tobacco acreage. From 
1934 to 1939, Britain annually purchased 240 mil- 
lion pounds of this flue-cured tobacco from the 
United States. After World War II began, European 
buyers did not completely withdraw from the 
market as feared, but England temporarily sus- 
pended its purchases in 1941 so that it could use 
up existing stocks. 

Foreign sales have declined since 1975 as the 
cost of production increased in the United States 
because of less government subsidization, in- 
creased leasing of tobacco farmland, and tight- 
ened production controls. Importation of foreign 
tobacco has now increased in a country that origi- 
nally grew too much for its local consumers and 
depended on selling to foreign markets for its 
development. 


Lisa Ossian 


See also: Navigation Laws. 
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TORTOISESHELL 


The removable outer layer of a seagoing 
turtle’s shell used for craft or artistic purposes. 


The best-quality tortoiseshell plates produce at- 
tractive veneer or enough material for small but 
costly objects. Technically, only land turtles are 


tortoises, so the name “tortoiseshell” is somewhat 
misleading (perhaps a holdover from a time when 
inferior land tortoise plates were used). Tor- 
toiseshell veneer can be used to decorate furni- 
ture or chests. Solid tortoiseshell products run the 
gamut from snuff boxes to eyeglass frames, al- 
though combs are the most popular and tradi- 
tional use. Tortoiseshell use fell out of favor with 
the end of the Roman empire but reappeared in 
Europe in the seventeenth century and reached 
its high mark during the nineteenth century. 

Tortoiseshell has been used since ancient times 
in most cultures that live in ecosystems with sea 
turtles. Some craft products have been produced 
using land turtle shells, but this is rare. Sea turtles 
were a source of meat, and doubtless the expo- 
sure of the shell to fire, boiling, and scraping re- 
vealed its true beauty and durability. The green 
turtle (Chelonia mydas) was exploited in the ancient 
Near East and Mediterranean. The loggerhead 
turtle (Caretta caretta), which has a midlatitude 
distribution including the Mediterranean, is a 
much better quality source of tortoiseshell. 

The tropical hawksbill turtle (Eretmochelys 
imbricata) produces the finest tortoiseshell in the 
world. The hawksbill is native to tropical waters 
off the coasts of Africa, the Americas (including 
the Caribbean Sea), Asia, and the South Pacific. 
Naturally, the use of hawksbill tortoiseshell is a 
long-standing tradition in those cultures residing 
in the region. 

The European discovery of the New World, 
as well as greater contact with Asia and the South 
Pacific, made hawksbill tortoiseshell infinitely 
more accessible. The Spanish had direct access to 
hawksbills in the Caribbean. Tortoiseshell was also 
a part of the first exchanges in the nascent 
sixteenth-century Spanish trade in the Pacific. 

The use of hawksbill tortoiseshell never de- 
clined in the Muslim world (with its access to 
the Indian Ocean) or Asia. Many Italian crafts- 
men learned to work tortoiseshell as a result of 
their cities’ close trade contacts with the Arab 
world. Some of these craftsmen were taken back 
to France by an invading army and there the 
secret of tortoiseshell artistry took root in west- 
ern Europe. Indeed, French artisans took the use 
of tortoiseshell to new heights in creating ex- 
quisite veneers and personal objects of shell. A 


Delicately textured and exquisitely colored, tortoiseshell was widely 
used in fashion accessories and furniture, as in this seventeenth- 
century French bureau. Declining populations of turtles and grow- 
ing environmental concerns largely ended the trade by the late 
twentieth century. (The Art Archive/Private Collection/Dagli Orti) 


majority of the artisans were Huguenots, and 
religious intolerance in France eventually forced 
many to England, further spreading the use of 
tortoiseshell. 

Naturally, the hawksbill tortoiseshell used in 
Europe had to be obtained from the warmer wa- 
ters of the New World and Asia. Tortoiseshell can 
be added to the long list of natural goods (such as 
spices, teak, or diamonds) that could be obtained 
by Europeans only through trade. In addition, the 
higher demand altered the intensity of sea turtle 
harvesting. Suddenly, a natural product that had 
been obtained sparingly became more widely 
available. In the Caribbean and South America, 
European powers could collect tortoiseshell di- 
rectly. Elsewhere, the European demand for tor- 
toiseshell encouraged Asian populations to hunt 
more sea turtles that they had previously. World- 
wide, sea turtle populations declined rapidly, and 
fewer turtles were allowed to reach their awesome 
mature sizes more common in antiquity. 

Tortoiseshell was always an expensive, 
luxury item consumed by only the wealthy. By 
the late nineteenth century, celluloid, an artifi- 
cial material, could be made to replicate tortoise- 
shell. Later on in the twentieth century, plastic 
was also used as a replacement. These manufac- 
tured, cheaper substitutes, accompanied by the 
decline in the number of seagoing turtles, de- 
pressed the trade. 
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Since the twentieth century, many countries 
have taken steps to protect sea turtles legally. The 
results have been mixed but generally negative. 
The loss of undisturbed beaches on which the 
turtles lay their eggs has allowed a continued de- 
cline. However, a renewed interest in genuine tor- 
toiseshell has increased demand once more. Some 
advocates of tortoiseshell use believe that its eco- 
nomic value can encourage responsible harvest- 
ing of sea turtles, thus ensuring their survival. 


Charles Allan 
See also: Art; Exploration and Trade. 
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TOURISM 


The visiting of places away from home for 
pleasure. 


During ancient times, most tourism revolved 
around religious sites. Temples, which were 
adorned with golden statues and marble colon- 
nades, attracted individuals both from the sur- 
rounding area and from foreign lands. Among the 
most famous Greek sites to visit was the Oracle at 
Delphi. Dating back to 1400 B.c.z., royalty, nobles, 
and the less exalted journeyed to Delphi to have 
Pythia, the goddess of Apollo, interpret their fu- 
ture. Her cryptic answers yielded many interpre- 
tations, which she gladly elaborated on for more 
gold. Rulers relied on her prophecies when de- 
ciding on issues such as war. The Oracle at Delphi 
was the wealthiest temple, in terms of gold and 
art treasures, in all of Greece. Foreign countries 
sent gifts to Delphi to gain the favor of Pythia. 
Delphi remained popular for tourism until the 
fourth century c.£., when the Roman empire 
banned the practice of prophesy. 

Delphi was also popular for other reasons. In 
585 B.c.E., the Pythian festival was organized and 
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held every four years. The major event of the fes- 
tival was the chariot race held in the hippodrome 
in the valley below. Visitors to Delphi could also 
take advantage of a gymnasium, a palaestra, a 
running track, and a swimming pool. 

Another important tourist city in ancient 
Greece was Olympia. Many temples were built 
in Olympia, the largest and most magnificent of 
which was dedicated to the god Zeus. A forty- 
foot-high gold and ivory statute of Zeus domi- 
nated the center of the temple. Visitors traveled 
to Olympia during the summer, when it was said 
that Zeus was in residence there. Around 800 
B.C.E., a running competition took place. By 776 
B.C.E., this event, which took place every four 
years from that date, had become known as the 
Olympics. In the fifth century B.c.£., the games 
were extended from one to five days and other 
events were added. Women traveled to Olym- 
pia for the games but were not allowed to enter 
the stadium. Statesmen and visitors from the 
various Greek city-states all joined in the celebra- 
tions of the games and respected the tradition 
that no negative issues would be discussed and 
even wars would be halted temporarily in order 
for the games to occur. Tourism at Olympia de- 
clined after the Romans banned the games in 394 
c.E. because they involved the worship of idols 
such as Zeus. 

Athens offered another attraction for travel- 
ers during ancient times. In addition to the 
Parthenon, with its many temples, including one 
dedicated to the goddess Athena, the Greek city- 
state also had a magnificent theater carved out 
of the side of a mountain. The open-air theater, 
which could seat 14,000 people, offered both se- 
rious and light-hearted entertainment. Greek 
tragedies, written by Euripides, Sophocles, and 
Aeschylus, were performed there by actors wear- 
ing clay masks and dark costumes, as were the 
comedies of Aristophanes. 

The extent of the Roman empire offered a 
unique opportunity for individuals to travel 
throughout most of the known world with rela- 
tive safety—an issue that directly affects tourism. 
The Romans, like the Greeks, used religious sites 
and sporting events to draw visitors. Rome, with 
its chariot races and gladiatorial games, drew 


thousands of people to the city. Merchants could 
sell visitors souvenirs, food, and other essential 
items and provide a place to stay. The games pro- 
vided an enormous amount of revenue for the 
city. Many Roman citizens would travel from re- 
mote areas of the empire to visit Rome for official 
reasons and then stayed on to enjoy the pleasures 
of the eternal city. When they returned to their 
homes, they took with them items purchased in 
Rome. 

Roman subjects also traveled to Greek, Egyp- 
tian, and other Middle Eastern sites. Records in- 
dicate that towns such as Ephesus, Thebes, and 
Athens enjoyed a steady stream of visitors for cen- 
turies after the rise of the Roman empire. 

Tourism declined after the fall of the Western 
Roman empire in 476 c.£. Only those who had to 
travel did so, and at their peril. Monasteries pro- 
vided shelter for the few travelers, mostly monks, 
who journeyed from one part of Europe to an- 
other. However, pilgrimages continued to the holy 
sites in Jerusalem. Pilgrims experienced hardships 
along the way and were often attacked by Mus- 
lim robbers after they left the safety of the East- 
ern Roman empire and turned southward into 
the Levant. The threat against those on pilgrim- 
age, combined with the need to end the constant 
warfare in Europe itself, led the pope to issue a 
call for the First Crusade in 1095. Although pil- 
grims may have returned with items from the 
Middle East, trade had been minor before the 
conquest of Jerusalem. The establishment of the 
Kingdom of Jerusalem once again opened trade, 
and pilgrims made the religious journey in record 
numbers. 


MIDDLE AGES AND 
RENAISSANCE 


During the Middle Ages, the Catholic Church at- 
tracted the faithful to the city of Rome as well, 
even after the failure of the Crusades. Visitors 
could gain a glimpse of dead saints in the crypts 
under ancient churches or visit Saint Peter’s Ba- 
silica and the Sistine Chapel to marvel at the 
works of famous artists such as Michelangelo, 
Donatello, and Leonardo da Vinci, for a price. 
Tourism became a major industry in Rome and 


helped the city continue to blossom during me- 
dieval times. Tourism and the sale of indulgences 
to the faithful gave rise to a thriving economy in 
Rome. 

During the Renaissance, from the early four- 
teenth to the early sixteenth centuries, travel for 
business or migration gradually increased, but by 
the eighteenth century tourism blossomed once 
again. American colonists traveled to Europe 
while Europeans traveled the world. Many were 
in search of riches or knowledge during this pe- 
riod known as the Enlightenment. European em- 
pires such as Austria-Hungary attracted visitors 
with the annual music festivals. Emperors and 
kings built lavish palaces that the nobility could 
visit to enjoy the magnificent arts collections and 
royal gardens, such as the palace built at Versailles 
outside Paris. 


NINETEENTH CENTURY 


During the nineteenth century, the British re- 
corded their journeys in the travel literature of 
the day. Travel literature was a tradition that had 
existed in various forms before the nineteenth 
century. Ancient writers promoted Egyptian, 
Greek, and Roman cities through their works. 
During medieval times, a number of travel books 
were written, including Theoderich of Wirz- 
burg’s Guide to the Holy Land (1172), Gerald of 
Wales’s Journey through Wales (1214), Friar William 
of Rubruck’s Journey to Mongolia (thirteenth cen- 
tury), and Joinville’s Life of Saint Louis (1309). 
Marco Polo wrote about his journey to China, a 
piece of literature that many early explorers, in- 
cluding Christopher Columbus, read for inspira- 
tion. During the 1500s, Richard Hakluyt wrote 
several works that promoted tourism, including 
his most famous book, Principal Navigations, Voy- 
ages, and Discoveries of the English Nation (1589). 
Alexis de Tocqueville visited the United States in 
1831 and recorded his impressions about the 
people, the land, and the government of the new 
nation. His journey and subsequent book encour- 
aged others to visit the United States. Travel litera- 
ture has promoted tourism and trade throughout 
history. 

During the nineteenth century, archaeology 
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also encouraged a new wave of tourism. The dis- 
covery of the ancient city of Troy by Heinrich 
Schliemann in the late nineteenth century was 
followed by several spectacular Egyptian discov- 
eries of ancient royal tombs. It became fashion- 
able for Europeans to spend time traveling the 
Nile, sailing to the Orient, or traveling across 
North America. But to do so required a substan- 
tial amount of money, so most tourists came from 
the nobility or the merchant class. 

During the nineteenth century, countries also 
constructed monuments that defined national 
identity and that have continuously drawn visi- 
tors. The Statue of Liberty, a gift from the French 
people that still overlooks New York harbor, was 
dedicated in 1886. More than 6 million visitors a 
year tour the grounds. The Eiffel Tower in Paris 
was dedicated in 1889. Since then, more than 200 
million visitors have visited the 1,062-foot-high 
iron tower, with an annual 6 million visitors. Great 
Britain does not lack for its own national site. Be- 
tween 1886 and 1894, the London Tower Bridge 
was constructed. Steeped in British history, the 
London Tower Bridge and the nearby Tower of 
London remain the most widely visited histori- 
cal sites in the city of London. Many visitors come 
to view the priceless crown jewels. 


EARLY TWENTIETH 
CENTURY 


The travel industry mushroomed after the advent 
of affordable automobiles in the early twentieth 
century. Families left urban areas for a vacation 
or weekend in the country. Family resorts or 
camps were constructed that catered to their 
needs by offering food, lodging, and entertain- 
ment. Some families ventured farther across the 
country, stopping for the night in newly con- 
structed motels and eating at roadside restaurants. 
Towns along major roads benefited from in- 
creased traffic. Local attractions, from historic sites 
to annual events, were publicized in an effort to 
attract crowds. State fairs, traditionally held pri- 
marily for farmers, expanded to include rides, au- 
tomobile shows, and kiosks for the sale of food 
and other products. One of the largest was the 
State Fair of Texas in Dallas, where millions of visi- 
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The twentieth century saw the rise of mass tourism as an inter- 
national industry, as promoted by this poster touting the beauty of 
Puerto Rico. (Library of Congress) 


tors attended the celebration of the Texas Cen- 
tennial in 1937. Although some of the attendees 
were local residents, others traveled from as far 
away as South America to see the exhibits, one of 
which was an exact replica of the Alamo mission 
in San Antonio, Texas. The hotels, motels, restau- 
rants, and many other businesses benefited eco- 
nomically from the fair, as did the city of Dallas, 
which received a portion of the profits. The focus 
of the fair has been on commerce, rather than 
agriculture. 

The Great Exhibition of the Industry and 
Works of All Nations held in London at the Crys- 
tal Palace in 1851 started the tradition of holding 
international fairs to display new products and 
inventions from around the world. The exhibi- 
tion consisted of 13,000 inventions, including a 
reaping machine from the United States, the Jac- 
quard loom, kitchen appliances, tools, an enve- 
lope machine, and steel-making displays. During 
the thirty days that the exhibition was open, more 


than 6.2 million visitors attended. The profits 
were later used to construct the Albert Hall, the 
Science Museum, the National History Museum, 
and the Victoria and Albert Museum. Interna- 
tional Exhibitions were held again in London in 
1862 and 1874. 

In 1893, the World’s Columbian Exposition 
was held in Chicago. From May to October, more 
than 6.8 million visitors entered the fairgrounds 
to witness the latest in technology, engineering, 
landscape design, art, and architecture. Attend- 
ees witnessed the lighting of the Electricity Build- 
ing at night by Westinghouse’s electrical generator 
known as the Dynamo. Individuals arriving by 
train experienced the luxury of Union Station. 
This fair sparked a new movement for city plan- 
ning through the world. The organizers of the ex- 
position focused as much on the infrastructure 
as they did on what went into the buildings—a 
lesson that nations, states, and cities remembered 
as they strove to increase tourism and attract new 
businesses. Although there were some cultural ex- 
hibitions designed to entertain, the biggest attrac- 
tion was Buffalo Bill’s Wild West Show located just 
outside the fairgrounds. The final receipts showed 
that the shareholders had realized a $1 million 
profit. The United States also hosted the Pan- 
American Exposition in Buffalo, New York, in 
1901. Other countries, such as Australia, New 
Zealand, Jamaica, France, Canada, Austria, Ger- 
many, and Italy, have also hosted international 
exhibitions (1880s—1920s). 

During the prosperous 1920s, travel and tour- 
ism expanded. With a greater level of prosperity 
than ever before, Americans traveled across the 
United States and the globe. The most popular 
foreign destinations were in Europe, and U.S. 
dollars spent on hotels, restaurants, and souve- 
nirs helped revive the war-ravaged economies of 
many European states. As Great Britain, France, 
and other nations recovered from the war, the in- 
habitants of these regions joined in the travel 
boom. Popular tourist spots for the British in- 
cluded Egypt, Hong Kong, Australia, India, and 
the South Pacific—mostly areas within the Brit- 
ish empire or under British control. The French 
traveled primarily within Europe or the far 
reaches of the French empire. 


POST-WORLD WAR II ERA 


After World War II, the travel and tourism busi- 
ness expanded even more. The availability of air- 
planes for passenger travel allowed for earlier 
arrival at destinations than were possible by boat 
or rail, thereby making it possible for individuals 
with a limited amount of time to travel farther. 
Men and women who had served in the military 
during the conflict often returned with their fami- 
lies to the scene of battles or the country where 
they served. By the 1970s, the price of airline tick- 
ets was affordable for the middle classes, who now 
had an increased leisure time. Travel agencies pro- 
moted vacations around the world through ad- 
vertising, travel brochures, and posters designed 
to entice people. An entire industry developed 
to satisfy the demands for both personal and busi- 
ness travelers. 

Although businesspeople have traveled from 
one area to another since ancient times, by the late 
twentieth century they could enjoy a luxurious 
stay with all the comforts imaginable. Plush ho- 
tels were built close to convention centers and 
business districts. Instead of simply offering a 
room for the night, these facilities provided meet- 
ing rooms for conferences, exercise facilities, res- 
taurants and lounges, pools, spas, massages, and 
usually some form of entertainment—often a pi- 
ano player or band. Shops within the hotels of- 
fered items ranging from clothing and sporting 
gear to personal toiletry items. Businesses began 
holding conferences and conventions in the cities 
that offered the best facilities and entertainment. 
Golf courses proved to be a big attraction. 

At the same time, more individuals ventured 
to new areas. Students backpacked through Eu- 
rope, staying at newly constructed hostels for a 
lower fare than available at hotels. Married 
couples took second, third, and fourth honey- 
moons to cities such as Venice, Paris, and 
London. Families were attracted to the Alps or 
the Rocky Mountains for ski vacations. The Car- 
ibbean, Australia, Hawaii, and Mexico became 
the places to go for sun and surf. The Mediterra- 
nean bustled with tourists sailing around the 
Greek isles, Italy, Monaco, and Spain. Visitors 
thronged to ancient sites such as the Acropolis 
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in Athens, the Coliseum in Rome, and the an- 
cient pyramids of Egypt. Others visited sites such 
as Saint Peter’s Basilica in Vatican City, the Ca- 
thedral of Notre Dame in Paris, Windsor Palace 
in London, the Great Wall of China, or the Taj 
Mahal in India. For entertainment, one might 
travel to Las Vegas or Monaco, where the casi- 
nos abound, or to Hollywood to tour movie sets 
or attend the taping of a show. Others might 
travel to major cities to watch sports events, just 
as in ancient times. Major sports teams generate 
substantial revenue for the city that is their home 
base, especially if the team wins a championship. 
Ticket sales, concessions, and souvenirs that 
range from jerseys and hats to pennants add to 
the local economy. Educational tours offer the 
experience of seeing and experiencing the past. 
Religious tours to the holy sites have generated 
much-needed revenue for countries such as Is- 
rael. The adventurous might also choose to go 
on Safari in Africa or enjoy a cruise to almost 
anywhere in the world or even around the 
world. 

As of 2002, the travel and tourism industry 
played a large role in the global economy. Per- 
sonal travel accounted for $2.1 billion for the year, 
while business accounted for $489 billion. Visitor 
exports (gifts, souvenirs, and other items pur- 
chased) totaled $531 billion worldwide. Govern- 
ment travel expenditures reached $234 billion. 
The travel industry employs approximately 12 
percent of all workers in a variety of occupations, 
including the airlines, restaurant, merchandise, 
and other service industries. Almost 14 percent 
of all exports globally are tied to tourism. In some 
countries, the economy is directly tied to the tour- 
ism industry, as in Jamaica and Israel. 

Tourism can be negatively affected under cer- 
tain circumstances. War, terrorist attacks, and re- 
gional instability result in a decline in tourism. After 
the terrorist attacks of September 11, 2001, tourism 
in the United States declined dramatically, due in 
part to people’s fear of airline travel that resulted 
in the permanent layoff of many airline employ- 
ees. Tourism to the holy sites in Israel dropped from 
2.4 million tourists in 2000 to a mere trickle in 2003 
in the wake of increased violence there related to 
conflict with the Palestinians. Most tourists are 
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afraid to travel in a region where suicide bombers 
are attacking buses, restaurants, and shops. Health 
issues can also affect tourism, as was evident dur- 
ing the Severe Acute Respiratory Syndrome (SARS) 
scare in China and Toronto, Canada, in 2003. 
Even though tourism declined for a time as a 
result of these problems, the industry has re- 
bounded. Airlines compete for passengers, so the 
fares have been reduced and more people can 
afford to travel. Increased security at airports has 
provided a renewed sense of confidence. Tour- 
ists might be more cautious, but many refuse to 
be deterred from enjoying the pleasures of travel. 


Cynthia Clark Northrup 


See also: British Empire; Greek City-States; Roman Empire; 
Transportation and Trade. 
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TRADE ORGANIZATIONS 


Multilateral and regional associations of 
nation-states with objectives related to inter- 
national trade. 


The expression “trade organization” can be used 
to refer to industry associations that aim to ad- 
vance the interests of the firms in a given indus- 
try both domestically and internationally. The 
focus of the following discussion, however, is on 
public organizations that aim broadly at the de- 
velopment of international institutions to regulate 
international trade. Other public offices, such as 
the U.S. Export-Import Bank or local and national 
trade promotion offices conducting overseas ad- 
vertising campaigns for domestic exports, are not 
included. Multilateral trade organizations are open 
to all countries, while regional (including bilateral) 


trade organizations usually include only countries 
in a given region and, in any case, restrict mem- 
bership to a particular set of countries. 


MULTILATERAL TRADE 
ORGANIZATIONS 


There are many multilateral economic organiza- 
tions (e.g., the International Monetary Fund 
[IMF]), but the two primary organizations focus- 
ing on international trade are the World Trade 
Organization (WTO) and the UN Conference on 
Trade and Development (UNCTAD). Of these 
two, the WTO has the greater influence on the 
rules and regulations governing international 
trade. 

The overall goal of the WTO is to promote 
the movement toward free international trade 
through the establishment of clear, generally ac- 
cepted rules and the provision of assistance in 
resolving trade disputes between members. The 
WTO was launched in 1995 following the success- 
ful completion of the Uruguay Round of trade 
negotiations. The new organization includes the 
General Agreement on Tariffs and Trade (GATT), 
the General Agreement on Trade in Services, the 
Agreement on Trade-Related Aspects of Intellec- 
tual Property Rights (TRIPS), and several other 
multilateral trade agreements such as the Agree- 
ment on Agriculture and the Agreement on the 
Application of Sanitary and Phytosanitary Mea- 
sures. An International Trade Organization (ITO) 
had been envisaged at the time of the 1944 Bretton 
Woods Conference, at which the International 
Bank for Reconstruction and Development (also 
known as the World Bank) and the IMF were es- 
tablished. It was not until 1947, however, that the 
first steps toward such an organization were taken 
with the creation of GATT, which was supposed 
to be incorporated into an ITO when such an or- 
ganization was formed. 

An agreement to establish the ITO was 
reached at the 1948 Havana Conference, but the 
agreement was never implemented because the 
U.S. Congress refused to ratify it. As a result, un- 
til 1995, efforts to liberalize international trade 
were carried out through GATT, even though it 
did not have the full status of an international 


agreement. Officially, GATT was a treaty among 
a set of “contracting parties” rather than a legal 
entity in its own right. One reason the United 
States was reluctant to see the formation of a 
strong international organization aimed at pro- 
moting trade liberalization was the existence of 
U.S. agricultural support policies that might have 
been challenged within such an organization. 
Until the Uruguay Round (1986-1994), agriculture 
was not covered by GATT disciplines and trade 
in agricultural products continued to be fettered 
by a wide range of trade barriers and trade- 
distorting domestic support programs. 

Two main activities were carried out under the 
auspices of GATT, and these two functions con- 
tinue to be the primary mechanisms for promot- 
ing trade liberalization by the WTO. The first is 
the organization of periodic rounds of trade talks 
known as multilateral trade negotiations (MTNs). 
The purpose of these talks is to develop new 
agreements concerning the rules governing in- 
ternational trade. The Doha Round, launched in 
2002, was the ninth MTN. The early rounds fo- 
cused primarily on reductions in tariffs on manu- 
factured goods. The Geneva Round in 1947, the 
first MTN, led to reductions in about 45,000 tariff 
lines in twenty-three countries. In subsequent 
rounds, further tariff reductions were negotiated 
at the same time that the number of contracting 
parties increased. Thus, the Annecy Round (1949) 
involved twenty-nine countries, thirty-two coun- 
tries participated in the Torquay Round (1950- 
1951), thirty-three in a second Geneva Round 
(1955-1956), and thirty-nine in the Dillon Round 
(1960-1961). 

While work on tariffs has continued in all sub- 
sequent rounds, new issues have been added to 
the trade liberalization agenda. For example, the 
Kennedy Round (seventy-four participants in 1963— 
1967) included an antidumping agreement, while 
the Tokyo Round (ninety-nine participants in 1973— 
1979) added such topics as government procure- 
ment and product standards. The Uruguay Round 
was the most ambitious, tackling such contentious 
issues as agricultural trade barriers, trade-related 
investment measures (TRIMs), trade in services, 
and intellectual property rights. At the beginning 
of the Uruguay Round, 103 countries participated 


TRADE ORGANIZATIONS 909 


in the talks, and this number rose to 128 when it 
was completed. As of February 2005, 148 countries 
had joined the WTO. The duration of the MTN has 
increased along with the number of participants. 

The second major function of the WTO is the 
resolution of disputes between member countries. 
The various rounds of MTNs have resulted in a 
set of commitments by the member governments 
concerning tariffs, nontariff barriers, and many 
other trade-related issues. Most of these commit- 
ments amount to an agreement by the govern- 
ment of a country to “bind” its tariffs or nontariff 
barriers on a given item at a certain level. An im- 
portant principal of the WTO is the concept of 
normal trade relations (NTR), formerly known as 
most-favored-nation status. NTR requires that 
countries extend any tariff concessions made to 
one WTO member to all others. Thus, if a coun- 
try binds its tariff on imported automobiles at, say, 
5 percent, it must apply this tariff to all sources of 
imports. It would violate its commitments under 
the WTO if it offered a lower tariff to one country 
while charging 5 percent to all the rest. Likewise, 
if a country raises a tariff or a nontariff barrier 
above its bound level, that country would be in 
violation of its WTO commitments. In cases such 
as these, countries that are harmed by the higher 
tariffs or by the discriminatory application of trade 
barriers can file a complaint with the WTO, trig- 
gering the dispute resolution process. 

Dispute resolution, unlike the periodic rounds 
of trade talks, is a permanent activity of the WTO 
at its headquarters in Geneva, Switzerland. In the 
original GATT, a country against which a complaint 
had been filed could often veto the formation of a 
dispute resolution panel. One of the changes 
introduced with the launch of the WTO at the con- 
clusion of the Uruguay Round was the strengthen- 
ing of the dispute resolution process so that 
countries can no longer block action on complaints 
filed by other countries. When a complaint is filed, 
the permanent secretariat of the WTO first deter- 
mines whether the complaint has any merit and, 
if it does, calls for the establishment of a dispute 
resolution panel. This panel hears the arguments 
of both sides in the dispute and eventually ren- 
ders a judgment on the complaint. If it is deter- 
mined that a country has indeed violated the 
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commitments it has made under the WTO, there 
are three possible remedies. First, the country can 
change its policies to the satisfaction of the parties 
that filed the complaint. If it changes its policies 
but the aggrieved parties are not satisfied, a new 
complaint may be filed. The second possible rem- 
edy is for the country in violation of its commit- 
ments to negotiate compensation for the countries 
filing the complaint. Finally, if no agreement can 
be reached on suitable policy changes or compen- 
sation, the country can maintain its trade barrier 
but the parties that filed the complaint are given 
the right to retaliate through the imposition of 
trade barriers of their own. Under these circum- 
stances, the retaliatory trade barriers do not vio- 
late the WTO commitments of the countries 
applying them. 

The main goal of the WTO is to encourage 
the development of a liberal trade regime. The 
basis for this objective is the theoretical demon- 
stration that a regime of universal free trade is 
the optimal arrangement for the world as a whole. 
Under some circumstances (e.g., an optimal tar- 
iff), a country’s welfare can be increased through 
the use of trade barriers. But the gains realized 
by the country applying the barriers always come 
at the expense of other countries, and for the 
world as a whole there is always a net welfare 
loss. The economic theory of comparative advan- 
tage is based on an assumption of perfect compe- 
tition internationally. This theory shows that there 
are welfare gains when countries specialize ac- 
cording to comparative advantage and trade for 
the goods in which they have a comparative dis- 
advantage. Even when markets are not perfectly 
competitive, it can be shown that there are gains 
from free trade. The implication of these theoreti- 
cal results is that everyone would be better off if 
a liberal trade regime could be established. 

The problem is that this ideal state is difficult 
to achieve, as the use of trade barriers and other 
protectionist devices is widespread. The institu- 
tional framework that is needed to support lib- 
eral trade would have to include laws, rules, and 
regulations without which widespread protec- 
tionism is the most likely outcome. Institutions 
that will guarantee a liberal trade regime are in- 
ternational public goods. Public goods have spe- 
cial characteristics (nonrivalry in consumption 


and high exclusion costs) that give rise to a form 
of market failure. Because an individual cannot 
be prevented from consuming the public good 
(and therefore made to pay for it), he or she will 
tend to behave as a “free rider,” enjoying the ben- 
efits of the public good without contributing to 
its provision. Within countries, governments that 
take charge of providing the good and taxing citi- 
zens to pay for it overcome the public good’s prob- 
lem. The classic examples of public goods are 
national defense and a country’s legal system. The 
problem with international public goods, of 
course, is that there is no international govern- 
ment to take charge of their provision. Instead, 
the world must rely on international organiza- 
tions such as the United Nations (UN), the IMF, 
and the WTO. 

This account suggests that one might consider 
protectionism to be a kind of free riding. Politicians 
can often realize political gains by implementing 
trade barriers that protect powerful industries from 
foreign competition. The costs of protectionism are 
often hidden while the political benefits are plain 
to see. Politicians often purport that the best situa- 
tion is one in which they are able to protect politi- 
cally powerful special interests while foreign 
governments allow open access to their markets. 
This is a modern form of the doctrine of mercantil- 
ism, according to which countries benefit from ex- 
ports but are harmed by imports. As all politicians 
tend to share this perspective, there is a natural 
tendency for protectionism to proliferate, reduc- 
ing everyone’s welfare. 

One of the reasons that the delegates to the 
Bretton Woods Conference were eager to set up 
an international trade organization was their 
memory of the disastrous trade war set off by 
European nations during the 1920s and then the 
United States with the passage of the Hawley- 
Smoot Tariff of 1930. International trade con- 
tracted significantly and the economic crisis 
became even worse. In the absence of a world gov- 
ernment, GATT and later the WTO were created 
to provide the international public good of lib- 
eral trade institutions. Assurance that a set of rules 
and enforcement mechanisms agreed on by all 
members will be applied fairly and equally is what 
is needed to overcome the incentives favoring 
protectionism, and this is what the WTO supplies. 


Each successive round of trade negotiations 
has addressed increasingly complex issues and has 
lasted longer than its predecessors. If these prece- 
dents hold, the Doha Round, launched in Doha, 
Qatar, in 2002, may last a long time. During the 
Uruguay Round, the United States and the Euro- 
pean Union (EU) worked out many of the more 
contentious issues, with many other countries sim- 
ply following the lead of these economic heavy- 
weights. As the Doha Round has proceeded, 
individual countries and coalitions drawn from 
all members of the WTO appear to be actively 
making proposals. The Doha agenda includes fur- 
ther work on agriculture, TRIMs, TRIPS, and such 
new issues as the relationship between trade and 
global environmental protection. Agreements in 
the WTO must be reached by consensus, which 
means that countries that do not like a particular 
provision can veto it or obtain exemption from 
that discipline. The requirement of unanimity 
means that any agreements reached will be the 
product of compromise and extensive negotiation. 

The other multilateral trade organization is 
UNCTAD, which is a UN agency with a perma- 
nent headquarters in Geneva. Although UNCTAD 
has been concerned with trade issues since its in- 
ception in 1964, its main focus is on development. 
GATT and the WTO are linked to the UN system 
but have budgetary autonomy and separate iden- 
tities. UNCTAD, on the other hand, responds di- 
rectly to the UN General Assembly. During the 
1960s and 1970s, UNCTAD was heavily influenced 
by the work of the UN Economic Commission for 
Latin America, headed by the celebrated Argen- 
tine economist Raul Prebisch, a founder of the 
dependency approach to development. UNCTAD 
became an important forum for advocates of spe- 
cial and preferential treatment for developing 
countries and those calling for a New International 
Economic Order (NIEO). The basis for these policy 
recommendations was the belief that trade and 
other economic relations between wealthy and 
low-income countries were biased against the 
developing countries so that a NIEO was needed 
to make these relations fairer and more equal. The 
trade-liberalizing efforts conducted under the ae- 
gis of GATT were seen as particularly dangerous 
to developing countries. In recent years, UNCTAD 
appears to have moved away from this orienta- 
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tion, although many of these ideas live on in the 
antiglobalization movement that developed to- 
ward the end of the twentieth century. 

UNCTAD’s main goal is to assist developing 
countries to take advantage of trade and invest- 
ment opportunities on an equal footing with high- 
income countries. Its primary functions are to 
provide a forum for discussion of policy issues, to 
collect and distribute data on trade and develop- 
ment, and to offer technical assistance to devel- 
oping countries in areas related to trade such as 
the use of information technology to build trade 
relations. The organization has been successful in 
obtaining preferential treatment for developing 
countries through the Generalized System of Pref- 
erences (GSP) and the Global System of Trade Pref- 
erences, both of which have been incorporated 
into the WTO. It has also promoted international 
commodity agreements and technical assistance 
for the development of new industries in low- 
income countries. In recent years, UNCTAD has 
worked more closely with the WTO, and the no- 
tion that developing countries should receive spe- 
cial treatment in the course of trade liberalization 
has become central to the WTO’s work. 


REGIONAL TRADE 
ORGANIZATIONS 


The aim of the multilateral WTO is a regime of 
universal free trade. Regional trade organizations, 
in contrast, strive to establish liberal trade only 
among a particular group of countries. Such or- 
ganizations are set up by regional trade agree- 
ments negotiated by the interested parties. 
Regional trade agreements are discriminatory be- 
cause they involve preferential treatment of the 
parties to the agreement. In a regional trade agree- 
ment, a country can apply lower tariffs to par- 
ticular goods imported from its partners than it 
applies to countries that are not parties to the 
agreement. This preferential treatment violates 
the WTO principle of normal trade relations, and 
the WTO has had to allow exceptions to NTR for 
countries belonging to both the WTO and a re- 
gional trade organization. In general, regional 
trade agreements are accepted under the WTO 
as long as the average level of protection when 
the regional agreement is in place is no higher 
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than the average level before the agreement was 
implemented. 

There are many types of regional economic 
agreements. The most simple is a preferential 
agreement such as the GSP described in the pre- 
vious section. The GSP is administered as part of 
the WTO, and no separate regional organization 
has been set up to implement it. Another example 
of a preferential agreement is the Lomé Conven- 
tion, which is an arrangement between the EU 
and a number of African, Caribbean, and Pacific 
states, most of which were previously colonies of 
various EU members. In these cases, one set of 
countries agrees to lower or eliminate its general 
trade barriers for some other set of countries, usu- 
ally on the grounds that the beneficiaries of the 
preferential treatment are low-income countries 
that need assistance in entering world markets. 

A more elaborate preferential arrangement is 
a free-trade agreement (FTA), in which the mem- 
ber countries lower or eliminate trade barriers 
applied among them. The members of an FTA are 
free to maintain their preexisting trade policies 
with countries outside the FTA. This can lead toa 
problem known as “trade deflection.” Suppose 
that one country has a tariff of 10 percent on tex- 
tile imports while another has a tariff of 5 per- 
cent. If the two countries form an FTA, there will 
be no tariff between them but different tariffs fac- 
ing the rest of the world. Textile exporters will try 
to sell products destined for the country with the 
higher tariff in the low-tariff country and then 
reexport them to the other country under the FTA, 
thereby avoiding the higher tariff. To prevent this, 
most FTAs include complex rules of origin de- 
signed to distinguish imports from the FTA part- 
ners from those that actually have their origin in 
a nonmember country. 

Another way to prevent trade deflection is for 
the members of the FTA to harmonize their trade 
policies by adopting a common external tariff re- 
gime. Free-trade areas with a common external tar- 
iff are known as customs unions. As trade expands 
within a customs union, countries often find it ad- 
vantageous to free up the movement of factors of 
production (labor and capital) within the union. A 
customs union with free factor movements is 
known as a common market. Further regional in- 
tegration can lead to the formation of an economic 


union, with free movement of goods and factors, 
common trade policies, and harmonized macro- 
economic policies. Another form of regional inte- 
gration is a monetary union in which the countries 
have a common currency issued by a central bank 
that oversees a common monetary policy. In mov- 
ing from an FTA to the more elaborate regional or- 
ganizations, the member countries give up 
increasing degrees of national sovereignty. Ina cus- 
toms union, they can no longer pursue autono- 
mous trade policies. In a common market, they 
cannot regulate capital flows or use special qualifi- 
cations or requirements as barriers to the free move- 
ment of labor. In economic and monetary unions, 
important macroeconomic policies are no longer 
under the control of the individual countries. 

It has occasionally been suggested that re- 
gional trade liberalization is a more effective way 
to reduce protectionism than the more complex 
multilateral approach embodied in the WTO. This 
raises the question of whether economic welfare 
is generally increased by the establishment of lib- 
eral trade regimes in particular regions when pro- 
tectionism is widespread outside the regional 
agreements. It turns out that the answer to this 
question is ambiguous, a result that follows from 
the theory of the second best. This theory shows 
that welfare may be greater when there are many 
violations of the conditions required for the first- 
best optimum than when some, but not all, of 
these violations are corrected. 

The first fundamental theorem of welfare eco- 
nomics shows that a global optimum will automati- 
cally be reached if there is perfect competition, 
perfect information, and no market failures or bar- 
riers to entry. Suppose that an economy is perfectly 
competitive except for a monopoly that also gen- 
erates a negative externality (e.g., air pollution). 
Welfare would be increased if the monopoly could 
be turned into a set of competitive firms and the 
externality corrected. But welfare may not be en- 
hanced if the monopoly is broken up and nothing 
is done about the pollution externality. This is be- 
cause a monopoly reduces its output relative to 
what would be produced by a set of competitive 
firms. Because the competitive firms produce more, 
there will be an increase in pollution and the net 
welfare impact may be negative. 

Regional economic integration is an example 


of a second-best arrangement. The first-best situ- 
ation is global free trade. The theory of customs 
unions draws on the results of the theory of the 
second best to show that removing trade barriers 
among a set of countries while leaving global trade 
barriers intact could actually lower welfare. When 
two countries form a customs union, trade may 
be diverted from a lower-cost producer outside 
the union. The EU is a customs union, and its for- 
mation led to the replacement of a wide range of 
agricultural imports from Australia and North 
America with internally produced goods. The EU 
has a comparative disadvantage in the types of 
temperate agricultural products that had been 
imported from Australia and North America. The 
diversion of trade from the lower-cost producers 
to the high-cost European producers led to a low- 
ering of welfare in the EU. There are other goods, 
however, in which the EU has a comparative ad- 
vantage. The formation of the customs union led 
to the elimination of trade barriers applied to these 
goods, and the resulting expansion of internal 
trade, known as trade creation, gives rise to 
welfare-enhancing gains from trade. In general, 
the formation of a customs union will lead to both 
trade creation and trade diversion, and it is theo- 
retically possible that trade diversion will be 
greater than trade creation with the result that 
overall welfare will be lowered. 

Empirically, it does not seem to be the case that 
regional economic agreements have generated 
such large amounts of trade diversion that they 
have resulted in a lowering of welfare. More im- 
portant, there are dynamic effects of customs 
unions that are usually much greater than the static 
welfare effects of trade creation and trade diver- 
sion. These dynamic effects include economies of 
scale as firms expand to exploit the larger market 
created by the union, the better use of resources, 
and the increased competition. It appears that the 
overall impact of most regional agreements has 
been positive, at least within the customs unions 
formed by such agreements. This does not resolve 
the issue of whether a regional approach to trade 
liberalization is more effective than the multilat- 
eral approach of the WTO. Even if the members 
of regional trade organizations experience welfare 
gains, it will still be the case that everyone would 
be better off with global free trade. Because re- 
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gional trade organizations are based on discrimi- 
natory trade policies, some have expressed fears 
that protectionism between regional organizations 
could lead to lowered global welfare, particularly 
for countries that have the misfortune not to be 
part of one of the regional agreements. On the 
other hand, if the regional agreements are gener- 
ally open to new members, it may be the case that 
their proliferation will actually serve to move the 
world closer to global free trade. 

It could be said that the most successful ex- 
ample of a regional trade organization is the 
United States, which is a customs union with har- 
monized trade policy, acommon market with the 
free movement of labor and capital, an economic 
union with common monetary and fiscal policies, 
a monetary union with a common currency, and 
a political union that renders the fifty states a 
single actor in world affairs. Another example of 
a successful regional trade organization is the EU. 
Six countries (Germany, Netherlands, Belgium, 
Luxembourg, France, and Italy) created the Eu- 
ropean Economic Community (EEC) with the 
signing of the 1957 Treaty of Rome. The EEC was 
eventually combined with other regional eco- 
nomic organizations such as the European Coal 
and Steel Community and referred to as the Eu- 
ropean Community (EC). In 1972, the United 
Kingdom, Ireland, and Denmark joined the EC, 
followed by Greece in 1981 and Spain and Portu- 
gal in 1986. In 1992, the Treaty of Maastricht was 
adopted to replace the Treaty of Rome, transform- 
ing the EC into the EU. The addition of Austria, 
Finland, and Sweden brought the membership 
of the EU to fifteen and the process of enlarge- 
ment of the EU has continued with the accession 
of Poland, the Czech Republic, Hungary, the Baltic 
states, and several other east European countries. 
In 2004 the EU agreed to consider membership 
for Turkey if it fulfills certain political criteria 
within the next decade. 

In the beginning, the EU was acustoms union 
with a common external tariff. Before the adop- 
tion of the Maastricht Treaty, the EU had begun 
implementing a program aimed at the creation 
of a common market through the elimination of 
all remaining trade barriers and the freeing up of 
the movement of labor and capital. The Maastricht 
Treaty set out the goals of establishing economic 
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and monetary union as well. The monetary union 
was created in 1998, although England, Sweden, 
and Denmark have opted out of the common 
currency, the euro, which was placed in circula- 
tion in the other member states in 2002. Besides 
expanding the economic agreements, the EU has 
set out an agenda for achieving harmonization 
of internal security and defense arrangements. If 
the EU is ever able to realize full political union, 
it will, like the United States, become a fully inte- 
grated nation-state. 

The creation of the EU and the monetary 
union has required great sacrifices in national 
sovereignty by the member states. Individual 
countries are no longer in full control of their trade 
policies, their national standards and job certifi- 
cation requirements, their financial systems, and 
their fiscal and monetary policies. Agricultural 
policy is also conducted at the union level rather 
than by individual countries, and the EU negoti- 
ates as a single party at the WTO. In return, it 
appears that the members of the EU have experi- 
enced greater economic growth and prosperity 
than would have been achieved had they not 
formed the union. The EU is a formidable eco- 
nomic power, and its citizens enjoy high stan- 
dards of living. 

A less ambitious experiment in regional inte- 
gration was launched in 1994 with the ratifica- 
tion by Canada, the United States, and Mexico of 
the North American Free Trade Agreement 
(NAFTA). NAFTA added Mexico to the preexist- 
ing Canada-U.S. Free Trade Agreement. Because 
NAFTA created a free-trade area rather than a 
customs union, it included extensive rules of ori- 
gin to prevent trade deflection. NAFTA does en- 
compass additional provisions not normally 
found in an FTA. These include arrangements re- 
lated to investment flows as well as the North 
American Agreement on Labor Cooperation and 
the North American Agreement on Environmen- 
tal Cooperation, both of which were added to- 
ward the end of the negotiations in an effort to 
placate labor and environmental groups in the 
United States that strongly opposed NAFTA. 
These two side agreements establish institutions 
to ensure that domestic labor and environmental 
laws in the three member countries are carried 
out appropriately and to work toward some har- 


monization or coordination of these laws. The 
main provisions of the agreement itself set out 
schedules for the gradual reduction and eventual 
elimination of trade barriers between the three 
countries. As NAFTA is relatively recent, it is too 
early to detail the economic impact of the agree- 
ment. Most evidence so far seems to support the 
predictions of the ante analyses that NAFTA 
would have relatively small, positive impacts on 
income, employment, and economic growth. The 
borders between the three countries were rela- 
tively open and there was extensive cross-border 
trade before NAFTA was created, so the agree- 
ment has not in general led to radical changes in 
prices or trade flows. The effects of the agreement 
have been more significant in Mexico and Canada 
than in the United States, which has a much larger 
economy than its partners. 

Other regional trade organizations include the 
Mercado Comun del Cono Sur (MERCOSUR; 
Southern Cone Common Market), the South 
American common market created in the 1990s by 
Brazil, Argentina, Uruguay, and Paraguay, the 
older Economic Community of West African States 
(ECOWAS), and many more. MERCOSUR has 
aspirations of becoming a full-fledged common 
market, while ECOWAS has never been much 
more than a forum for discussion. Many of the 
regional trade organizations established by devel- 
oping countries have foundered because the mem- 
ber countries were more likely to be trading with 
former colonial powers than with each other, so 
the gains from economic integration were limited. 

The United States participates in bilateral trade 
agreements with Israel and Jordan, and Chile has 
entered into many bilateral arrangements with 
countries and regional trade organizations such 
as MERCOSUR. At the other extreme, there has 
been much talk of a free-trade area encompass- 
ing all of North and South America as well as of a 
Pacific Rim FTA referred to as the Asia-Pacific Eco- 
nomic Cooperation forum. The proliferation of 
regional trade agreements that seems to be occur- 
ring may contribute to broader trade liberaliza- 
tion as the regional blocs expand and accept new 
members. At the same time, their existence may 
lower the incentives for some countries to partici- 
pate in the nondiscriminatory, multilateral trade 
talks organized by the WTO. 


The success of the WTO, the EU, and other 
trade organizations seems to have led to a desire 
to use them for purposes other than trade liberal- 
ization. This is particularly true in the case of glo- 
bal environmental protection. For example, many 
have argued that the WTO should establish a set 
of environmental preconditions that would have 
to be met by countries before they would be al- 
lowed to participate in the liberal trade regime 
that is the primary purpose of the WTO. The 
WTO and other trade organizations have also 
been criticized for not eradicating poverty and 
hunger. Because multilateral and regional trade 
organizations have been created to promote lib- 
eral trade, it is not surprising that they have not 
made much of a contribution to such nontrade 
international problems as global warming, HIV/ 
AIDS, or debt relief in low-income countries. As a 
general rule, it seems more sensible to attack these 
types of problems through the creation of inter- 
national institutions that target them directly than 
to attempt to solve them through the use of trade 
barriers coordinated by the WTO. In any case, the 
tension between liberal trade and other legitimate 
international concerns will continue to be an is- 
sue within the WTO, the EU, NAFTA, and other 
trade organizations. 


E. Wesley E. Peterson 


See also: Mercantilism; Nontariff Barriers; Protectionism; 
Tariffs. 
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TRADE WINDS 


Recurrent easterly wind patterns that lie be- 
tween the latitudes 30° North and 30° South. 


The middle latitudes where trade winds occur are 
knownas the horse latitudes. The air masses meet- 
ing around the equatorial region vary in tempera- 
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ture and pressure. The resulting collision results 
in a massive amount of air energy. The eastward 
revolution of the earth then turns this air energy 
into easterly winds. In sailing terminology, an 
easterly is a wind blowing from the east; there- 
fore, easterly winds blow east to west. Despite the 
association of the trade winds with distant voy- 
ages that often involved commerce, the trade 
winds are not named for trade. Rather, “trade” is 
a corruption of an old English word for “path” or 
“track.” Equatorial calms located just north of the 
equator are largely without wind and are known 
as the doldrums. 

The latitudes at which the trade winds occur 
lie completely outside the realm of Europe, the 
Mediterranean, and most of the Near East. Not 
until the great voyages of discoveries would Eu- 
ropeans regularly sail the trade winds. However, 
those civilizations in the trade wind belt have 
been profoundly affected by the trade winds’ 
presence. Just as the trade winds emboldened 
Europeans to sail west, the winds push against 
the Atlantic coast of much of North and South 
America, discouraging open sea navigation. 

The winds blow with great predictability, al- 
though they are not insurmountable or imperma- 
nent. There are seasonal lulls in the trade winds. 
During these lulls, regional westerlies of limited 
duration may even arise. It was the abating of the 
trade winds that allowed peoples of Southeast 
Asia to sail west and thus colonize Polynesia. In 
addition, one can sail into the wind (called tack- 
ing), but this is an advanced practice and produces 
mediocre results. 

The obvious disadvantage of being borne 
along so swiftly on the trade winds is the diffi- 
culty of return. A sailing ship could not return 
the way it came in the face of the trade winds. 
Ships had to sail around (usually to the north) 
the entire trade wind belt latitudes and then find 
prevailing westerly winds. This meant that trade 
wind voyages were circuitous. The voyage with 
the trade winds was quite short; the return trip 
was several hundred miles longer and took many 
more months. However, this inefficiency had 
unintended effects. 

The return voyage brought ships into contact 
with still more different lands and civilizations. 
Once a pattern had been developed, these return- 
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trip ports of call were incorporated into even more 
far-reaching trade routes or discoveries. For ex- 
ample, the Spanish galleons sailing to Mexico 
from the Philippines took a northerly route that 
took them down the Pacific coast of North 
America. Thus, the trade winds gave the Spanish 
a much greater knowledge of the California coast 
than had they returned directly from Manila. 

Several famous voyages of discovery and trad- 
ing routes were greatly determined by the trade 
winds. Progressive European voyages down the 
coast of Africa and to the Portuguese settlement 
of Madeira and the Azores brought Europeans 
into contact with the genesis of the trade winds. 
The easterly trade winds off the Pacific coast of 
South America may account for trace American 
elements (such as the use of the sweet potato) in 
the Polynesian civilization (which is of Asian ori- 
gin) of the South Pacific. In addition, the great 
trading world of the Indian Ocean incorporated 
the trade winds into its navigational knowledge. 

The trade winds declined in importance with 
the advent of self-propelled steam sailing vessels 
in the mid-nineteenth century. The timing of 
ocean voyages is now largely independent of the 
time of year and prevailing wind patterns. Per- 
haps the final contribution of the trade winds to 
trade history lies in tourism. The atmospheric tem- 
peratures and pressures produce clear skies in the 
trade wind belts, attracting tourists to hundreds 
of scenic islands and beaches. 


Charles Allan 


See also: Exploration and Trade; Navigation. 
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TRADEMARKS 


Names, logos, designs, emblems, or other 
identifying marks distinguishing goods or ser- 
vices, or distinctive sounds and smells. 


To be a trademark, an entity must be identified in 
the minds of consumers with a particular source 
of a good or service. Trademark, or “mark,” is any 
word, phrase, symbol, design, sound, smell, color, 
product configuration, group of letters or num- 
bers, or combination of these that is adopted and 
used by a company to identify its products or ser- 
vices and to distinguish them from products and 
services made, sold, or provided by others. 

The primary purpose of marks is to prevent 
consumers from becoming confused about the 
source or origin of a product or service. Marks 
help consumers answer the questions: Who 
makes this product? Who provides this service? 

As consumers become familiar with particu- 
lar marks and the goods or services they repre- 
sent, marks can acquire a “secondary meaning,” 
as indicators of quality. Thus, established marks 
help consumers answer another question: Is this 
product or service a good one to purchase? For 
this reason, the well-known marks of reputable 
companies are valuable business assets, worthy 
of nurturing and protection. 

Trademark law protects consumers. If rival 
businesses use identical or similar marks, consum- 
ers may be confused as to which business they 
are dealing with or purchasing from. Consumer 
confusion could be a particular problem if a con- 
sumer believes he or she has purchased goods of 
a certain quality, but mistakenly receives goods 
of a lesser quality. 

Trademark law discourages business fraud, in 
which a dishonest business intentionally tries to 
pass off its goods as those of another. If lower- 
quality goods are passed off as those of a known 
business, consumers may be angry or dissatisfied 
and blame that business by mistake, damaging 
its reputation. 

A trademark provides protection to the owner 
of the mark by ensuring the exclusive right to use 
it to identify goods or services, or to authorize an- 
other to use it in return for payment. The period 
of protection varies, but a trademark can be re- 


TORY, a 


Trademarks became an increasingly important element in the mar- 
keting of products around the world in the nineteenth century, as 
this trademark for Ivory soap, registered in 1879, indicates. 
(Library of Congress) 


newed indefinitely beyond the time limit on pay- 
ment of additional fees. Trademark protection is 
enforced by the courts, which in most systems have 
the authority to block trademark infringement. 

In a larger sense, trademarks promote initia- 
tive and enterprise worldwide by rewarding the 
owners of trademarks with recognition and finan- 
cial profit. Trademark protection also hinders the 
efforts of unfair competitors, such as counterfeit- 
ers, to use similar distinctive signs to market infe- 
rior or different products or services. The system 
enables people with skill and enterprise to pro- 
duce and market goods and services in the fairest 
possible conditions, thereby facilitating interna- 
tional trade. 

In the United States, Great Britain, and other 
common-law countries, rights in a mark gener- 
ally are not recognized unless, and until, its pro- 
prietor has used the mark. Once a mark is used 
in the proper way, it is protected by common law 
and may be registered with local and/or federal 
authorities. 

Civil-law countries (roughly two-thirds of the 
world’s nations) usually do not require the use of 
marks before registration. Nevertheless, most re- 
quire that marks be used within a short time after 
registration, usually three years. If a registrant fails 
to use a mark within the specified period, its rights 
may be held abandoned and its registration can- 
celed. Thus, even in countries with a civil-law sys- 
tem, the use of marks is important. 

Almost all countries in the world register and 
protect trademarks. Each national or regional of- 
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fice maintains a Register of Trademarks, which 
contains full application information on all regis- 
trations and renewals, facilitating examination, 
search, and potential opposition by third parties. 
The effects of such a registration are, however, 
limited to the country (or, in the case of a regional 
registration, countries) concerned. 

To avoid the need to register separately with 
each national or regional office, the World Intel- 
lectual Property Organization administers a sys- 
tem of international registration of marks. Two 
treaties, the Madrid Agreement Concerning the 
International Registration of Marks and the Madrid 
Protocol, govern this system. A person who has a 
link (through nationality, domicile, or establish- 
ment) with a country that is party to one or both 
of these treaties may, on the basis of a registration 
or application with the trademark office of that 
country, obtain an international registration hav- 
ing effect in some or all the other countries of the 
Madrid Union. Now, more than sixty countries are 
party to one or both of the agreements. 

With respect to trademarks and service marks, 
the Trade-Related Intellectual Property Rights 
(TRIPS) agreement defines what types of signs 
must be eligible for protection as a trademark or 
service mark and what the minimum rights con- 
ferred on their owners must be. The agreement 
lays down a number of obligations with regard to 
the use of trademarks and service marks, their term 
of protection, and their licensing or assignment. 


Elfi Cepni 
See also: Intellectual Property. 
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TRANSACTION COSTS 


The costs associated with overcoming market 
imperfections in trading goods or services, in- 
cluding costs of acquiring information, bar- 
gaining, mediation, and law and contract 
enforcement. 
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Transaction costs include the costs of creating 
or maintaining institutions and institutional 
frameworks, organizations, and firms. These 
costs highlight the important role that gover- 
nance plays in economic change over time and 
emphasize that the organizational shape of ex- 
changes directly affects production, distribu- 
tion, and consumption. Throughout history, 
people have sought to overcome these transac- 
tion costs by developing organizational mecha- 
nisms such as contracts, networks, legal systems, 
or companies. 

For example, eleventh-century North African 
Jewish merchants faced a significant barrier to 
long-distance trade: they had to either travel 
with their goods to distant markets or hire 
agents, who frequently stole from their employ- 
ers. Traveling with goods remained relatively ex- 
pensive, but embezzlement by agents was a 
significant risk and kept transaction costs, includ- 
ing those related to transportation, information, 
mediation, and enforcement, high and deterred 
trade. In response, merchants developed a so- 
phisticated trading coalition that governed and 
regulated relations between merchants and their 
agents overseas. The coalition worked as an in- 
formation network among merchants about 
long-distance trade and about the reputations 
of overseas agents in particular. The system sig- 
nificantly improved the availability of informa- 
tion regarding prices, taxes and bribes, shipping, 
as well as the reliability of overseas agents, re- 
ducing the risk and costs of consummating trans- 
actions. This helped these merchants effectively 
compete with other long-distance traders over 
the eleventh century. 

In another example, English investors faced 
significant risk of the Crown appropriating their 
investments during the sixteenth and seven- 
teenth centuries. The crux of the challenge for 
an investor was that the Crown could unilater- 
ally alter the terms of agreement in any contract 
to its own benefit at any time. The resulting un- 
certainty of loans and tax rates, the inability to 
appeal Crown decisions over expropriation and 
loan terms, and the lack of mediation both 
worked to discourage private investment and 
threatened to bankrupt the Crown. The Glori- 


ous Revolution that empowered Parliament and 
an independent judiciary in the years following 
1688 led to important changes both in economic 
activity and the broader society. After 1688, the 
Crown had to seek permission to alter contracts, 
as well as tax policies and expenditures, from Par- 
liament, which represented capital owners. This 
drastically improved the security of private capi- 
tal and lowered the risks and costs of doing busi- 
ness. Investments rose dramatically, helped 
create broad economic growth over the eigh- 
teenth century, and set the stage for the Indus- 
trial Revolution. 

A final example of the importance of transac- 
tion costs in economic change is eighteenth- 
century Morocco. In the 1760s, the Moroccan 
sultan sought to promote trade with Europe as a 
way Of relieving the heavy tax burden on domes- 
tic producers and the costly cycle of violence re- 
quired to collect these taxes. This older system 
hindered private investment and trade by forc- 
ing fragmented and extralegal trade in which the 
costs of information, protection, and mediation 
remained prohibitive for most potential investors. 
Capital owners thus relied on relatively ineffi- 
cient, costly personal networks for conducting 
both local and long-distance trade. During the late 
eighteenth century, the sultan instituted a series 
of sweeping changes that made capital available 
to select traders, promoted contacts with Euro- 
pean trading firms, and standardized the legal 
and governance systems. These changes helped 
spur new trading networks that focused on lu- 
crative European trading contracts, brought in- 
creased revenues into the central treasury, and 
helped increase domestic productivity by guar- 
anteeing security and gradually shifting the tax 
burden onto foreign trade and away from local 
producers. Another result was that this shifted 
political power toward the central government. 

These gains were short-lived, however, as suc- 
cessive sultans heavily taxed this new network of 
entrepreneurs for short-term gain, dismantled 
governance structures, and instituted heavy taxes 
on domestic agricultural production. This reintro- 
duced risk into exchange and gradually raised the 
costs of both local and long-distance trade in the 
early nineteenth century. 


As these examples suggest, studying how the 
costs of transactions shift can help explain larger 
societal trends. The dynamics of institutions and 
governance point to the relationships between 
markets and nonmarket institutions and to 
broader social, political, and religious change. 


David Gutelius 


See also: Transportation and Trade. 
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TRANSPORTATION AND TRADE 


The process of moving goods from one loca- 
tion to another through the use of animals, 
wheeled vehicles, boats, trains, or airplanes. 


Inventions and adaptations in the transportation 
of goods evolved as trade expanded from local to 
global markets and as technology has advanced. 
Sometimes, technology developed for other pur- 
poses has been applied by merchants and trad- 
ers to transportation to shorten the travel time, 
and therefore the costs, of shipping goods from 
one place to another. 

In ancient times, rivers gained paramount 
importance for transporting goods. Thus civili- 
zations developed around the Tigris, Euphrates, 
and Nile Rivers. The earliest vessels that carried 
grain and other foodstuffs were constructed as 
rafts or inflated skins with a timber deck. Large 
baskets made watertight with animal hides were 
also used in ancient Babylon. On the Nile River, 
Egyptians used reed baskets or other forms of 
rafts. Mesopotamians developed a dugout canoe 
vessel that relied on square sails to help them 
travel the Red Sea. The Phoenicians improved 
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on the design by constructing larger vessels with 
cargo holds. 


BEASTS OF BURDEN 


Starting around 3000 B.c.z. where, no navigable 
rivers existed, animals were used to move goods 
and people. The camel was ideally suited for tra- 
versing the deserts of the Middle East and North 
Africa. Capable of traveling for nine days with- 
out water, the camel became even more widely 
used after 500 B.c.£., when the camel saddle was 
invented. Caravans would depart the Far East 
with each camel carrying up to 500 pounds of 
luxury items across the deserts to the Mediterra- 
nean Sea. Other animals, such as donkeys and 
mules, were used to transport goods over shorter, 
more hospitable, routes. 

Wheeled vehicles, which have a wheel rotat- 
ing around an axle, are known to have existed as 
early as 3000 B.c.£. in Sumer. However, their use 
was limited because of the lack of roads and the 
expense of constructing and maintaining them. 
Before them, a sledge on wheels would have been 
used to move extremely heavy objects such as 
stone. 

As the Egyptian empire expanded, the impor- 
tance of larger sailing vessels grew. Wheat and 
other foodstuffs were traded for cedar from the 
Phoenicians (inhabitants of present-day Leba- 
non). These ships would have resembled the typi- 
cal Aegean galley with its square sails. Although 
Egyptian shipping existed, it was the Phoenicians, 
with their ready supply of cedar, who engaged 
in shipbuilding and sailing throughout the 
Mediterranean world. Regular shipments were 
sent to Mycenae, Cyprus, Greece, Sicily, Egypt, 
and even as far as Rome and Spain. The 
Phoenicians dominated the sea trade between 
1200 and 800 B.c.£. 

Eventually, the Greeks began to assert con- 
trol over the islands of the Aegean, challenging 
the Phoenicians for the lucrative trade. The rise 
of the Greek city-states, in particular Athens with 
its well-protected harbor, changed trade pat- 
terns. The Greeks dominated much of the Medi- 
terranean trade, reaching its height in the fifth 
century B.c.£. The most important product 
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shipped from Greece was olive oil. All types of 
goods were imported to Greece. Transportation 
was the key to the development of both trade 
and the Greek hegemony of the eastern Medi- 
terranean Sea. 


ROMAN TRANSPORTATION 


During the Roman empire, transportation served 
anumber of purposes. Travel by boat was still com- 
mon, and shipwrecks were frequent. Larger or 
heavier goods were loaded in cities such as Tyre 
and Sidon and shipped to Rome or other port cit- 
ies. Amphora filled with wine, olive oil, or exotic 
spices were commonly traded. Since Rome lacked 
an adequate supply of grain for its growing popu- 
lation, it purchased wheat from Egypt on a regu- 
lar basis. Even after Emperor Constantine moved 
the capital to Constantinople, the need for wheat 
from Egypt continued. Eventually, wheat was 
shipped from the Black Sea region to Constan- 
tinople as well. 

The vast road system of the Roman empire 
facilitated trade between Rome and its distant 
provinces. The construction of Roman roads was 
highly organized. Usually built in straight lines, 
the roads sometimes veered around obstacles. 
Consisting of four layers, the surface was made 
of hard, flat stones, concrete, or pebbles set in 
mortar. Ditches were dug into the road and on 
the side of the road for drainage purposes. The 
roads were used primarily for moving the Ro- 
man legions by land, but they also contributed 
to the development of long-distance trade as mer- 
chants, often traveling with the military, could 
assume they would arrive safely at their destina- 
tion along with their wares. From Rome, roads 
ran in every direction. The Ostiense Road con- 
nected Rome with the port at Ostia at the mouth 
of the Tiber River. The Latin Way connected the 
imperial city with Capua, and from there Romans 
could connect to the Appian Way. The Praenes- 
tina Way headed southwest from Rome to 
Praeneste. To the north were three major roads. 
The Flaminian Way, the most widely used road, 
headed northeast to Ariminum (Rimini) and then 
on to Milan. Another road, the Aurelian Way, con- 
nected Rome with Pisa, and later with Genoa af- 


ter the road was extended. The Appian Way, one 
of the first Roman roads, was constructed in 312 
B.C.E. and extended over 340 miles. All roads had 
to be at least 16 feet wide, with some, such as the 
Portuensis Way, wide enough for two carriages 
to travel side by side to the harbor. When Rome 
was at its peak, the road system extended nearly 
50,000 miles. Goods could move from Africa, Asia, 
and Europe to all points within the empire, in- 
cluding Britain. “All roads lead to Rome” became 
the common saying. 

After each road was constructed, it was the 
responsibility of the district through which it ran 
to keep it in good repair. The system worked well 
until after the fall of the Western Roman empire. 
The roads were no longer maintained, and the 
construction stones were often removed and used 
for other purposes. Travel became perilous with- 
out the protection of the army, and merchants re- 
stricted much of their trade to a local area or 
shipped their goods by boat—but even this 
method of transportation was risky, as pirates 
scouted the Mediterranean Sea. 


MIDDLE AGES 


During the Middle Ages, several technological 
developments occurred that assisted land trans- 
portation, especially of agricultural produce from 
the rural hinterlands into the cities. In 800, the 
modern horse harness had been invented, mak- 
ing it possible to use horses for both plowing and 
hauling goods. When Europeans realized that by 
walking on tilled fields horses’ hooves became too 
soft, the horseshoe was developed. In the elev- 
enth century, the whippletree—or cross-barred 
harness for multiple animals—was invented to 
stabilize the pull of the load. By the twelfth cen- 
tury, large carts were used. However, for people 
to travel over long distances with some degree of 
comfort, it was necessary to develop a springed 
carriage. 

In Europe, water transportation was also ex- 
panded during the Middle Ages. The first canal 
and lock system was built at Bruges in 1236. Oth- 
ers were built along the major rivers of Europe, 
linking one region to another. Goods floated 
down the canals, usually on flat barges. Develop- 


ments occurred in the area of saltwater travel as 
well. The lateen sail, which was much better for 
tacking into the wind than the traditional square 
sail, had first been seen in Marseilles in the sixth 
century. By the thirteenth century, ships in the 
North Sea were relying on a rudder to steer, in- 
stead of lateral oars, which frequently broke. At 
the end of the twelfth century, the magnetic com- 
pass was introduced to Europe from Asia. By con- 
structing the ribbed hull and then nailing the 
boards to the skeleton of the hull, the time and 
expense of shipbuilding were reduced. Techno- 
logically, Europe was ready to begin searching for 
a sea route to India—a goal of European mer- 
chants who did not want to pay the Arab middle- 
men. But then the Black Death reduced Europe’s 
population by up to two-thirds in some regions. 
Exploration would not resume until after the 
plague had run its course and an agricultural 
revolution in the fourteenth century helped in- 
crease the population to its pre-plague level. 

Portugal was among the first countries to con- 
solidate as a nation-state. Poised on the Atlantic 
side of the Iberian Peninsula, the ruling family, 
especially Prince Henry the Navigator, became in- 
terested in navigation. He established a naviga- 
tion school, and gradually exploration of the 
western coast of Africa began. Of great impor- 
tance were the mapmaking efforts of these early 
explorers, who often would label the regions 
along the coast not with the name of the city or 
port but by listing the commodity that could be 
purchased there. 

For the next several centuries, Europeans re- 
lied on caravel ships with their lateen sails and 
rudders to establish trade routes between Europe 
and the rest of the world. As trade increased, cit- 
ies grew and roads became important once again. 
Taxes were often levied in districts throughout 
Europe to pay for the construction and mainte- 
nance of the roads. Often, tolls were charged as 
well. 


ADVENT OF STEAM POWER 
The next major change in transportation occurred 


at the beginning of the nineteenth century with 
the introduction of the steamboat. The develop- 
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ment of the steam engine in England in the early 
eighteenth century was originally designed to 
pump water out of the coal mines. By the late 
eighteenth century, James Watt had improved the 
efficiency of the steam engine, and in 1807 Ameri- 
can Robert Fulton constructed the first steamboat, 
the Claremont, which traveled between New York 
and Albany in thirty-two hours. In 1813, Scottish 
inventor Henry Bell constructed the steam-pow- 
ered Comet. Within four years, steamboats were 
operating on most major rivers in England and 
the United States. Transatlantic crossings, using a 
combination of wind and steam power, began in 
1819 when the Savannah crossed from Savannah, 
Georgia, to Liverpool, England, in twenty-nine 
days. Further improvements in the steamships led 
to their widespread use between the Far East and 
Europe as well. 

Despite these technological breakthroughs, 
geography remained an obstacle. Goods from 
India and China were sent through the mouth of 
the Tigris and Euphrates Rivers, where the goods 
were reloaded onto shallow-draft vessels that car- 
ried the items north to the Mediterranean Sea. 
The cost of unloading and reloading the cargo and 
the time needed to cross through present-day 
Iraq, Syria, and Turkey were greatly reduced af- 
ter the construction of the Suez Canal. In 1859, 
the French consul to Egypt, Ferdinand de Lesseps, 
convinced the pasha of Egypt, Mehemet Ali (who 
ruled under the authority of the Ottoman sultan), 
of the need for a canal that would eliminate the 
bottleneck for travel between the Mediterranean 
and Red Seas. He founded the Compagnie 
Universelle du Canal Maritime de Suez and be- 
gan construction of the canal. Difficulties arose 
because of disease, the desert terrain, and the 
need for a new harbor at the north end of the 
canal. The completion in 1869 of the Suez Canal, 
according to Daniel R. Headrick, shortened the 
voyage from Bombay to London “by fifty-one per- 
cent, to Calcutta by thirty-two percent, and to 
Singapore by twenty-nine percent. It’s most im- 
portant impacts were upon the East-West trade 
and shipbuilding.” In 1870, traffic through the 
canal totaled 486 ships with over 436,000 tons of 
capacity. By 1900, that number had risen to 3,441 
ships with a total capacity of 9.7 million tons. 
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Three-quarters of all ships using the Suez Canal 
were of British registry. 

While the steam engine revolutionized water 
transportation, it transformed land travel as well. 
George Stephenson built his first steam engine 
in 1814. Within the next fifteen years, many im- 
provements were made, culminating with the 
completion of the Rocket by Stephenson and his 
son Robert. England began building railroads 
across the country, and by 1841 more than 1,600 
miles of track had been laid. France developed a 
railroad system under the control of the govern- 
ment after 1850. In the United States, the railroad 
helped to link the eastern seaboard to the inte- 
rior regions, such as the Ohio Valley. By the end 
of Andrew Jackson’s second term as president, 
the United States had 1,450 miles of track. With 
the expansion of the United States after the 
Mexican-American War, which ended in 1848, the 
merchants and industrialists of the East Coast 
sought a way to link the two coasts of the United 
States by constructing the transcontinental rail- 
road. The gold rush of 1849 stimulated the need 
for faster transportation of goods and people to 
California. At the same time, railroad construc- 
tion created many jobs in the iron industry as the 
need for rails increased throughout the rest of the 
nineteenth century. 

The railroad helped the British to consolidate 
control over India and ship goods across vast ar- 
eas with reduced costs. The British East India 
Company, still in control of operations on the In- 
dian subcontinent, began constructing a rail line 
in 1854 that linked Calcutta with Delhi when it 
was completed twelve years later. Other lines con- 
nected Bombay with Madras and Delhi with 
Bombay. By 1872, approximately 5,000 miles of 
track had been laid in India. By the turn of the 
nineteenth century, nearly 26,000 miles of railroad 
linked all parts of India. The number of rail miles 
exceeded that in Asia and Africa. One major prob- 
lem encountered in India was the frequent flood- 
ing of its large rivers—a problem solved by 
engineers who constructed massive bridges to 
span the floodplains. With the hinterland of In- 
dia connected to its major trade centers and ports, 
goods moved faster and in greater quantity than 
ever before. 


PANAMA CANAL 


Ocean travel was shortened again in 1914 with 
the opening of the Panama Canal. The idea for a 
canal across the isthmus had originated in 1535 
but began to become a reality in 1881 when de 
Lesseps, the French consul who arranged for the 
construction of the Suez Canal, reached an agree- 
ment for its construction with the Colombian gov- 
ernment (since Panama was at the time a province 
of Colombia). However, the French Compagnie 
Universelle du Canal Interocéanique de Panama 
ran into a number of obstacles during construc- 
tion, including the death of many of its workers 
from diseases such as malaria as well as techno- 
logical problems created by the need to bridge 
the continental divide between the Pacific and At- 
lantic Oceans. 

After years of attempts, the French company 
was near bankruptcy when it approached the 
United States with the idea of purchasing its as- 
sets and contract with Colombia for the rights to 
construct the canal through Panama. President 
Theodore Roosevelt approved of U.S. involve- 
ment, but negotiations had to be conducted first 
with Great Britain to release the United States 
from the 1903 Hay-Herran Treaty guaranteeing 
that neither side would pursue the construction 
of a canal without the other. After the British 
agreed to release the United States from its agree- 
ment, negotiations between the United States, the 
French company, and the Colombian government 
resulted in the signing of an agreement. The 
United States bought the rights in 1904. The Co- 
lombian government refused to ratify the treaty. 
After a U.S.-supported uprising in Panama, the 
United States recognized Panama as an indepen- 
dent country, and a new agreement, the Hay- 
Bunau-Varilla Treaty, granted the United States 
the rights to a ten-mile strip of land from the At- 
lantic to the Pacific in exchange for a down pay- 
ment of $10 million and an annual rent of $250,000 
beginning in 1913. 

The United States did not experience the 
same difficulties as the French did, since a U.S. 
Army medical research team had discovered that 
mosquitoes were the carriers of malaria and that 
spraying to kill the insects could prevent the dis- 


ease. The Army Corps of Engineers overcame the 
technological difficulties by constructing a lock 
system over the continental divide. The open- 
ing of the canal reduced the travel distance be- 
tween the U.S. East and West Coasts by 8,000 
nautical miles around the tip of South America. 
Voyages between Europe and the Orient were 
reduced by 2,000 miles and from one coast of 
North America to the other coast of South 
America by 3,500 miles. The United States main- 
tained control over the Panama Canal, until De- 
cember 31, 1999, when control was returned to 
Panama. In 2000, approximately 4,359 ships con- 
taining 230 million tons of goods went through 
the Panama Canal. 


COMBUSTION ENGINE 


At the beginning of the twentieth century, trans- 
portation underwent another transformation af- 
ter the invention of the combustion engine and 
its use in the automobile. It was only after Henry 
Ford invented the assembly line and paid his 
workers high enough wages so that they could 
afford the Model Ts that the automobile industry 
really took off. 

During the prosperous 1920s, American fami- 
lies bought cars, which in turn created a ripple 
effect in the economy of the country as well as 
the world. The rubber industry expanded as more 
people needed to purchase tires; glass was 
needed for windshields; and gasoline stations 
opened in large numbers to meet the growing 
demand. As more people left the city for the 
countryside for the weekend or on vacation, 
Americans required motels, roadside restaurants, 
and other services. 

In 1916, the government passed the Federal 
Highway Act, which created a system of farm-to- 
market roads to help move produce to consum- 
ers, and state highways. The creation of concrete- 
or asphalt-surfaced roads encouraged the use of 
trucks instead of the train to move goods from 
one point to another. By the late 1920s, just be- 
fore the Great Depression, the railroad industry 
was already experiencing difficulty, with many 
lines forced into bankruptcy. The next major high- 
way program was initiated under the adminis- 


TRIANGLE TRADE 923 


tration of President Dwight D. Eisenhower. The 
Federal Aid Highway Act of 1956 established the 
interstate highway system. By 1996, the National 
Highway System contained more than 528,000 
miles of highway connecting all parts of the coun- 
try, ten times the distance of roads of the entire 
Roman empire. 

Although the airline industry, developed pri- 
marily in the post-World War II period, has ex- 
panded to include mail and freight services, its 
impact on trade has been mostly in the service 
sector. Businesspeople traveling to conferences 
or trade conventions account for a large propor- 
tion of air travel. After the terrorist attacks of Sep- 
tember 11, 2001, business travel declined, but it 
has since recovered. Overnight package services 
such as United Parcel Service, Fedex, and Air- 
borne make it possible to ship goods globally 
within twenty-four hours. What used to take 
months to arrive from the Orient can now ar- 
rive the next morning. 


Cynthia Clark Northrup 


See also: Babylonian Empire; British Empire; Roman Empire; 
United States. 
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TRIANGLE TRADE 


Atlantic trade between Europe, Africa, and the 
Americas from the sixteenth to the nineteenth 
centuries. 
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The triangle trade began in the fifteenth century 
as Europeans explored the coast of West Africa 
and established a series of trading posts. Initially, 
the trade involved the exchange of European 
goods such as swords and other metalwares, cloth, 
and Asian products such as silks, much of which 
Africans bought as symbols of prestige and sta- 
tus. Europeans exchanged these for African gold 
and tropical products such as kola nuts. As the 
trade grew, it displaced the trans-Saharan trade 
with North Africa as sub-Saharan African prod- 
ucts shifted toward the coastal export trade with 
Europeans. 

The trade changed in the sixteenth century 
primarily because of the colonization of the 
Americas. American colonization and the rise of 
the plantation system led to increasing demands 
for labor from colonists growing cash crops for 
European markets. With the colonization of the 
New World and the need for labor, the trade in 
African slaves, which Europeans engaged in from 
the 1440s onward, took ona new significance, cre- 
ating a trading pattern consisting of three stages 
that came to be called the triangle trade. The first 
stage between Europe and Africa developed into 
the trading of European goods for African slaves. 
Once coastal supplies of slaves decreased, inte- 
rior raiding occurred, destabilizing many African 
kingdoms. 

The second stage in the triangle trade con- 
sisted of transporting Africans to the Americas, 
where slave traders exchanged slaves for cash or 
raw materials, cash crops like sugar or tobacco, 
timber products, and iron. Ship captains pur- 
chased more goods to take back to Europe with 
the profit from slave sales. This constituted the 
third leg of the Atlantic triangle. The process then 
repeated itself. 

It is important to note that each stage had its 
own cargo, and European merchants who fi- 
nanced such voyages realized a profit at each 
stage. The profit allowed merchants in Europe and 
to an extent the Americas to finance the Industrial 
Revolution and the capitalist factory system. As 
time passed and the colonies in the Americas de- 
veloped, a direct trade between Europe and the 
Americas emerged as well. 

Some historians argue that the triangle trade 
is amyth and that it did not encourage the devel- 


opment of Western capitalism. Such assessments 
overlook the fact that early industries including 
shipbuilding, iron for chains and shackles, and 
weapons manufacturers grew rapidly because of 
the trade in Africa for slaves. While not every ex- 
pedition followed this triangle route, this trade 
began with legitimate traffic and evolved into the 
transatlantic slave trade, which many profited 
from well into the nineteenth century. 

A shift occurred in the nineteenth century, 
however, as pressure to end the slave trade in- 
creased and a number of nations outlawed traf- 
ficking in humans. During this process, legitimate 
trade reemerged, as Europeans and North Ameri- 
can traders became interested in tropical prod- 
ucts such as palm oil, which factory owners used 
to lubricate machines in their factories. By this 
time, the triangle trade declined, giving way to 
direct trade between the United States, Europe, 
and Africa. 


Eugene S. Vansickle 


See also: Atlantic Trade; Slavery; Saharan and Trans-Saharan 
Trade. 
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TUNISIA 


A country occupying the eastern portion of the 
great bulge of North Africa. 


The Mediterranean Sea bounds Tunisia on the 
north and east, which was a great advantage over 
the centuries for the trading peoples who settled 
on its coast. Tunisia has a highly irregular coast- 
line with many bays and several fine harbors. The 
Phoenicians—who resided in the trading nation 
of antiquity—were the first people who colonized 
this land, in the tenth century B.c.z. Then, the 
Carthaginian, Roman, and Byzantine empires 
profited from its strategic position and controlled 
trade in the western Mediterranean. Since being 
conquered by the Arabs in the seventh century 
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Situated on the North African coast, Tunisia has long been a hub of Mediterranean, Saharan, and trans-Saharan trade. Shown here is the 
kasbah, or central market, of Tunis, the capital. (Library of Congress) 


c.E., the Tunisian region, also called Ifriqiya in his- 
torical sources of that time, has been ruled by suc- 
cessive Muslim dynasties. 

From the eleventh to the fifteenth centuries, 
Tunis—like other North African states—regularly 
concluded trade and peace treaties with Chris- 
tian states, such as France and the Kingdom of 
Argon, and cities, such as Pisa, Genoa, Florence, 
and Venice. There existed constant diplomatic and 
trading relations between the north and south 
shores of the Mediterranean Sea, even though 
these agreements were valid—according to the 
Islamic law—for only a limited period. The long- 
est term of these treaties was thirty years. 

In the sixteenth century, Algerians, Spaniards, 
and Ottomans fought for Tunisia. After succes- 
sive Algerian and Spanish occupations, in August 
1574 the armies of the Ottomon empire took con- 
trol of Tunisia. In 1590, the divan of Janissaries 


chose a local ruler called a “bey.” The Ottoman 
pasha (governor), appointed by the sultan, had 
only formal authority. 

In the late sixteenth century, the Tunisian 
coasts were home to Muslim and Christian cor- 
sairs. The French and Venetian ambassadors of- 
ten tried to obtain new orders from Istanbul for 
imposing the Articles of Capitulation to rulers in 
Tunis and Algiers. The most famous case is of 
Francois Savary de Bréeves, who made an inspec- 
tion of the consulates in Levant, Egypt, and North 
Africa, during his journey back to France (1605- 
1606). After long discussions with the divan’s 
members, Savary de Bréves succeeded in impos- 
ing a treaty in nine articles for protecting trade 
and merchants. Its content reflected the European 
and Ottoman authorities’ efforts to limit piracy 
and to guard the trade in the Mediterranean. They 
agreed to: 
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1. return pillaged merchandise, ships, and 
other plundered goods; 

2. observe the Ottoman Capitulations 
granted to France; 

3. forbid corsairs of Tunis to disturb the trade 
traffic at sea or in harbors; 

4. reimburse any confiscated goods; 

5. prohibit the entrance of pirate ships that 
had plundered French ships into the 
Ottoman-controlled harbors; 

6. arrest and cause pirates to indemnify the 
pillaged goods; 

7. allow Ottoman merchants ships that left 
Tunis to come into the French harbors; 

8. encounter peacefully the French ships at sea 
without attempting to board by force; and 

9. interdict the confiscation of merchandise 
loaded on the French ships, by stating that 
it was enemy merchandise. 


During the seventeenth and eighteenth cen- 
turies, pirate ambushes and surprise attacks con- 
tinued to be an everyday occurrence on the 
Tunisian and Algerian coasts. Merchant vessels 
were usually victims of such attacks. Conse- 
quently, the European states and the regencies of 
Tunis and Algiers concluded many reciprocal trea- 
ties to protect the merchants’ lives, ships, and 
merchandise and to limit the piracy. 


Even if Tunis—as well as Algiers—was fa- 
mous for piracy, trade nonetheless played an 
important role in the economy of this region as 
a consequence of its strategic position. Euro- 
pean trading partners were mostly from Mar- 
seilles, Toulon, Majorca, Livorno, and Portugal. 
Tunis regularly exported wheat and olive oil to 
European ports. Also, Tunis and other harbors 
of its area exported and imported merchandise 
to and from Ottoman trade centers of the east- 
ern Mediterranean. 

In August 1830, France imposed a treaty on 
the bey of Tunis, as well as of Tripoli, forcing a 
regime of extraterritoriality for foreign merchants. 
However, with the Bardo Treaty of 1881, Tunis 
became a French protectorate. 


Viorel Panaite 


See also: Byzantine Empire; European-African Trade; Extra- 
territoriality; Olives; Ottomans; Piracy; Roman Empire. 
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U.S.-JAPANESE TRADE 
RELATIONS 


Economic ties between Japan and the United 
States, strong since the nineteenth century, 
became critical in the post-World War II era. 


Since Commodore Matthew Perry’s visit in 1853 
ended Japan’s self-imposed diplomatic seclusion, 
the United States has always played a critical role 
in Japanese history. The United States served as 
a model for Japan as it adopted modern science 
and technology and introduced Western-style 
social institutions through the late nineteenth 
century. In the first half of the twentieth cen- 
tury, the two nations competed and cooperated 
in the evolving international relations of the Far 
East. Their economic ties grew steadily, even as 
diplomatic relations deteriorated over Japan’s 
colonial designs for the Asian mainland in the 
1930s. Japanese labor migration to Hawaii and 
the U.S. West Coast also contributed to the de- 
velopment of the regional economy and society. 
By the 1940s, trade with the United States ac- 
counted for nearly 30 percent of Japan’s foreign 
commerce, and Japanese textile exports to the 
United States triggered a prominent prewar bi- 
lateral trade dispute. 

U.S.-Japan economic interdependence grew 
exponentially after World War II ended in 1945. 
The United States, as the dominant member of 
the Allied Occupation authorities, instituted 
wide-ranging social and political reforms in Ja- 
pan and laid the foundation for future economic 
growth and social vitality. With the onset of the 
Cold War, the U.S. government put a premium 
on economic rehabilitation over punishment and 
supported Japan's reintegration into the West- 
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ern, capitalist world. American military spend- 
ing and procurements associated with the Ko- 
rean War (1950-1953) were a boon to Japan’s 
recovery, and by the late 1950s it had embarked 
on a path to sustained growth. It is less well 
known that Japan also became the best customer 
for American agricultural products in the post- 
war period. 

Because of its unprecedented prosperity and 
increasing middle-class purchasing power, the 
United States provided large, relatively unre- 
stricted markets for a growing number of Japa- 
nese manufactured goods, beginning with 
labor-intensive consumer and capital goods in 
the early postwar period and moving to more 
capital- and technology-intensive exports after 
the 1970s. As the American economy lost its over- 
whelming superiority, U.S.-Japanese relations 
became plagued by chronic disputes over Japa- 
nese trade surpluses and Japan’s restrictive mar- 
kets for foreign goods and capital. The two 
nations worked out a variety of political instru- 
ments to amelionate the problem using interna- 
tional organizations (the General Agreement on 
Tariffs and Trade and the International Monetary 
Fund), Group of Seven (G-7) summits, and bilat- 
eral negotiations, and private-sector forums such 
as the U.S.-Japan Business Council. 

Early in the postwar period, the United States 
tended to tolerate Japan’s restrictive trade and 
investment policies to advance Cold War strate- 
gic objectives. After the late 1950s, the basic tenet 
of U.S. policy reversed and Japan came under 
accumulating U.S. pressure to open its markets 
and modify its internal economic structures. The 
Structural Impediment Initiative, launched in 
1989 by mutual agreement, targeted various as- 
pects of the Japanese state and society, such as 
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domestic distribution systems, land prices, and 
business practices. In the post-Cold War era, the 
United States and Japan diverged on many is- 
sues concerning the Asian regional economy, as 
illustrated by their disagreement over a response 
to the 1997 Asian currency crisis. 


Sayuri Guthrie-Shimizu 
See also: Automobiles. 
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UNITED NATIONS 


An intergovernmental organization with glo- 
bal membership that provides an institutional 
structure through which states can try to settle 
conflict with less reliance on the use of force. 


The United Nations (UN) was created in 1945 
when representatives of fifty countries gathered 
at the UN Conference on International Organi- 
zation in San Francisco to draw up the UN Char- 
ter. The forerunner of the UN was the League of 
Nations, an organization conceived in similar cir- 
cumstances during World War I and established 
in 1919 under the Treaty of Versailles “to promote 
international cooperation and to achieve peace 
and security.” 

In the 1950s and 1960s, the UN’s member- 
ship more than doubled as colonies in Africa and 
Asia won independence. The composition of the 
UN has changed, such that developing coun- 
tries now comprise the majority. They have 
pressed for a new agenda focused on the eco- 
nomic and social development of the develop- 
ing world. Developing countries have used the 
UN as a forum for criticizing the economic poli- 
cies of the developed countries. UN members 
now number 191 countries. 

The UN Charter established six organs: the Se- 
curity Council, the General Assembly, the Economic 
and Social Council (ECOSOC), the Secretariat, 
the Trusteeship Council, and the International 
Court of Justice. In addition to these depart- 


ments, there are a variety of specialized programs 
and funds. The Security Council is the primary 
body for dealing with issues of international peace 
and security, two of the primary purposes of the 
UN as set forth in the charter. The Security Coun- 
cil is composed of fifteen members: five perma- 
nent members with veto power (China, France, 
Russia, the United Kingdom, and the United 
States) and ten elected by the General Assembly 
for two-year terms. Each council member has one 
vote. Decisions on procedural matters are made 
by an affirmative vote of at least nine of the fif- 
teen members. Decisions on substantive matters 
require nine votes, including the concurring 
votes of all five permanent members with veto 
power. Under the charter, all members of the UN 
agree to accept and carry out the decisions of 
the Security Council. 


ECONOMIC AGENCIES AND 
PROGRAMS 


Although most people associate the UN with the 
issues of peace and security, as much as 70 per- 
cent of its resources are devoted to economic de- 
velopment, social development, and sustainable 
development. From its inception, the UN has 
focused on the economic and social sources of 
conflict. The assumption is that violence arises 
from poverty, illiteracy, and disease. The UN has 
sponsored summit meetings to discuss global 
social and economic problems, including the 
Earth Summit (the UN Conference on Environ- 
ment and Development) in Brazil in 1992, the 
Millennium Summit in New York in 2000, and 
the World Summit on Sustainable Development 
in Johannesburg in 2002. 

A number of UN programs and funds work 
under the authority of the General Assembly 
and ECOSOC to carry out the UN’s economic 
and social mandate. The General Assembly is 
the main deliberative body of the UN. It is com- 
posed of representatives from all member states, 
each of which has one vote. Although the deci- 
sions of the assembly do not have a legally bind- 
ing force on governments, they carry the 
weight of world opinion on major international 
issues, as well as the moral authority of the 
world community. 


THE UNITED NATIONS FIGHT FOR FREEDOM 


Although most people associate the United Nations with issues of 
peace and security, as much as 70 percent of its resources are 
devoted to economic, social, and sustainable development. 
(National Archives at College Park) 


Since 1960, the General Assembly has set so- 
cial and development priorities and goals 
through ten-year international development 
strategies. Objectives have included sustainable 
development, the advancement of women, 
human rights, environmental protection, and 
good governance. At the Millennium Summit in 
September 2000, world leaders adopted a set of 
Millennium Development Goals aimed at eradi- 
cating extreme poverty and hunger; achieving 
universal primary education; promoting gender 
equality and empowering women; reducing 
child mortality; improving maternal health; com- 
bating HIV/AIDS, malaria, and other diseases; 
and ensuring environmental sustainability. 
These goals will be evaluated through a set of 
measurable targets to be achieved by 2015. 
Among these targets are a 50 percent reduction 
in people who earn less than a dollar a day, a 50 
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percent reduction in the number of people who 
do not have access to safe drinking water, and 
assurance that all children complete a full course 
of primary education. 

Under the UN Charter, ECOSOC is respon- 
sible for promoting higher standards of living, full 
employment, and economic and social progress; 
identifying solutions to international economic, 
social, and health problems; facilitating interna- 
tional cultural and educational cooperation; and 
encouraging universal respect for human rights 
and basic freedoms. ECOSOC is composed of fifty- 
four member states elected by the General Assem- 
bly for three-year terms. ECOSOC coordinates the 
work of the fourteen autonomous agencies work- 
ing with the UN (such as the International Mon- 
etary Fund, the World Bank group, and the World 
Trade Organization); ten functional commissions 
that deal with global topics such as population 
growth, narcotics trafficking, and the status of 
women; five regional commissions that focus on 
the success of programs in different regions of the 
world; and eleven UN funds and programs (such 
as the UN Conference on Trade and Development 
[UNCTAD], UN Development Programme 
[UNDP], and the World Food Program). ECOSOC 
issues policy recommendations to the different 
UN organs and to member states. 

Several of the funds and programs overseen 
by ECOSOC have grown in importance. The UN 
Environment Program (UNEP) has become more 
prominent in the last ten years as the economic 
development of the developing world and the 
growing economies of the industrialized world 
have taken a toll on the environment. The work 
of the UNEP is guided by the principles adopted 
at the Earth Summit in 1992. The UNDP. which 
is funded by voluntary contributions, coordi- 
nates all UN efforts related to technical develop- 
ment assistance. UNCTAD is the main organ 
dealing with trade, investment, and development 
issues. It seeks to negotiate international trade 
agreements to stabilize commodity prices and pro- 
mote development. Throughout developing 
countries, the UN maintains an active presence 
in economic and social affairs. 

Lilian A. Barria 


See also: World War II. 
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UNITED STATES 


The modern world’s first and most influential 
democracy. 


When Christopher Columbus landed on San Sal- 
vador in October 1492, he had no idea that he 
had discovered the continents of North America 
and South America, along with the many islands 
of the Caribbean. While later explorers would 
understand better than Columbus that he had 
discovered the New World, none could have 
imagined that a great democracy called the 
United States of America would develop in the 
wilderness that stretched from Cape Henry on 
the Atlantic coast to the sloping hills along the 
Pacific Ocean far to the west. This new nation 
would be founded on the twin principles that all 
people are created equal and that the people must 
be allowed to rule themselves without the inter- 
ference of kings and the nobility. The country 
would eventually comprise fifty states from the 
Atlantic Coast to the Mississippi, through the 
Great Plains and the Rockies to the Pacific, and 
finally as far west as Alaska and Hawaii. Today, 
the influence and power of America’s culture and 
politics, along with its economic and military 
might, stretch far beyond its borders to most of 
the rest of the world. 


COLONIAL ERA 


The United States of America began as thirteen 
colonies founded by England along the Atlantic 
shore in a 125-year period between 1607 and 1732. 
Virginia, the first colony, became the model for 
the southern colonies of Maryland, North Caro- 
lina, South Carolina, and Georgia through the es- 


tablishment of a plantation system of agriculture. 
Through the use of indentured servants and Af- 
rican slaves, southern plantations produced cash 
crops, such as tobacco, rice, and indigo. Virginia 
also became the model of self-government for all 
the colonies by establishing the first elected as- 
sembly, called the House of Burgesses, at James- 
town in 1619. One year later, the foundations of 
the colony of Massachusetts were laid when a 
group of English separatists known as the Pilgrims 
settled Plymouth on Cape Cod. The Pilgrims and 
later the Puritans, who founded Boston in 1630, 
brought a new sense of self-discipline and divine 
destiny to the American colonial experience. 

Massachusetts, with its strong town govern- 
ment, community-based land system, and reli- 
ance on the Atlantic merchant trade, became the 
model for the New England colonies of Rhode 
Island, Connecticut, and New Hampshire. The 
remaining middle colonies of Pennsylvania, Dela- 
ware, New York, and New Jersey developed a 
combined economy of small farms and trading 
towns. The middle colonies were also home to a 
more diverse mix of peoples than either the South 
or New England. The settlers in this region came 
from nations such as Germany, France, and Ire- 
land, as well as England. 

As long as England paid scant attention to the 
day-to-day management of the colonies, there was 
little friction between America and the mother 
country. Britain slowly began to strengthen its 
hold on the colonies through the appointment of 
royal governors to most of the colonies by the 
early eighteenth century. The colonists also felt 
the increasing control of the British Parliament 
through the Navigation Acts, which governed the 
entire empire. These laws required goods within 
the empire to be carried on English ships with at 
least three-fourths of the crew being English. But 
even with these restraints, little hardship was felt 
in the colonies since the Americans were consid- 
ered Englishmen. Colonial trade and shipbuild- 
ing boomed, with at least one-third of all the goods 
in the empire carried on American ships by the 
mid-eighteenth century. 

However, a serious clash developed between 
England and the thirteen colonies following the 
close of the French and Indian War in 1763. The 
British levied new taxes on the colonies, claiming 


that the revenue would pay for the many sol- 
diers posted along the Appalachian Mountains 
on the western frontier to protect the colonists 
from the Indians. The Americans were also or- 
dered to stay out of the western lands since this 
would now be a preserve for the British and Na- 
tive American fur trade. The levying of internal 
taxes, such as the Stamp Act, without the con- 
sent of the colonial legislatures and the closing 
of the western frontier to settlement were two of 
the many causes of the American Revolution. Po- 
litical leaders from the colonies gathered in the 
First Continental Congress in Philadelphia in the 
fall of 1774 to discuss the best response to the 
growing threats from England, while actual fight- 
ing broke out between Massachusetts militia and 
British redcoats at Lexington and Concord in 
April 1775. It took Congress another year to fi- 
nally declare America’s independence from Great 
Britain. Thomas Jefferson's stirring words in the 
Declaration of Independence became the found- 
ing document of the new republic that called it- 
self the United States of America. 


EARLY REPUBLIC 


While most of the fighting ended after the Brit- 
ish surrender at Yorktown in October 1781, the 
American Revolution was officially concluded 
with the signing of the Treaty of Paris in 1783. The 
British recognized their former colonies as anew 
and independent nation, but kept forts in the 
Ohio Country on the grounds that colonial loyal- 
ists had not been fully compensated for damages 
suffered during the revolution. The British also 
closed much of the empire, including the West 
Indies, to American trade. By the mid-1780s, the 
young American nation faced a series of seem- 
ingly insurmountable problems. The westward 
advance into Ohio was threatened by an alliance 
between the British and the Native Americans. 
The French and the Spanish also claimed much 
of the western territories, including New Orleans 
and the Mississippi River. Cheap English goods 
now poured into coastal cities, while American 
trade on the high seas was fast disappearing. The 
revolutionary war debt had bankrupted the na- 
tion. The lack of a banking system and a national 
currency, along with the inability of Congress to 
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levy taxes, made the future of the young nation 
appear hopeless. The growing troubles of the 
1780s led leaders from the Revolution, such as 
George Washington, Alexander Hamilton, and 
James Madison, to organize the Constitutional 
Convention in Philadelphia in 1787. The conven- 
tion proposed a new constitution that would cre- 
ate a federation of states with a much stronger 
national government. After much debate among 
the people at the state level, the Constitution was 
approved in 1788 and implemented under the 
presidency of George Washington in 1789. 

A debate quickly developed in Washington’s 
administration and the rest of the country over 
the role of the national government in the life of 
the nation. Alexander Hamilton, the first secretary 
of the Treasury, argued for a strong national gov- 
ernment that was intimately tied to the economic 
life of the nation. He proposed the establishment 
of the Bank of the United States along with tariffs 
and bounties that would promote American trade 
and manufacturing. He also recommended an al- 
liance with Great Britain for a variety of reasons, 
including the fact that the British navy would be 
able to protect the shipping of its American ally 
on the high seas. In contrast, Thomas Jefferson, 
the first secretary of state, feared that government 
support of business would create an elite that 
would soon turn their backs on the will of the 
people. He preferred limited government actions 
that would help America’s many small farmers 
and working people. Jefferson also condemned 
any renewed ties with royal and aristocratic Brit- 
ain and argued instead for full American support 
of the French Revolution, even when it turned 
bloody. The split in Washington’s administration 
gave rise to the first political party system in Ameri- 
can history, with Hamilton’s Federalists arrayed 
against Jefferson’s Democratic-Republicans on 
nearly every important issue that arose in the early 
republic. 

The election of 1800 proved to be a turning 
point in the history of the young American na- 
tion. Jefferson was elected to the first of two terms 
and now wielded the power of the national gov- 
ernment for the good of the people as he and his 
Democratic-Republican Party saw fit. His great- 
est accomplishment came with the purchase of 
the Louisiana Territory in 1803. The United States 
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now controlled the Mississippi River, the crucial 
port of New Orleans, and the northern Great 
Plains to the Rocky Mountains. His greatest fail- 
ure came in the policy of neutrality he set for 
American shipping on the high seas during the 
Napoleonic Wars. Hoping to trade peacefully 
with both France and England, merchants on 
American ships found themselves the target of 
both nations. The Embargo of 1808 banned all 
exports from the United States by ship and sent 
the country into a depression from which many 
eastern seaports never fully recovered. The ten- 
sion between the United States and Great Britain 
increased as the Royal Navy commandeered 
American vessels on the Atlantic and impressed 
American sailors into the Royal Navy. Native 
American unrest along the entire frontier under 
the leadership of the Shawnee chief Tecumseh 
further infuriated Americans, who blamed the 
British for supplying the western tribes with arms 
and ammunition. President James Madison, 
Jefferson’s successor, led the nation into the War 
of 1812 against Great Britain. While many Feder- 
alists in New England opposed the war and even 
threatened to secede from the Union, the United 
States won significant battles along the western 
frontier, most notably on Lake Erie and at New 
Orleans. Signed on December 24, 1814, the Treaty 
of Ghent, ending the war, returned the nation to 
the status quo antebellum. 

Although the war had gained no new territory 
for the United States, it had increased the pride 
and patriotism of its people. The young country 
now seemed truly independent from Great Britain 
and finally free of the Native American threat that 
had blocked the advance to the Mississippi River. 
The Federalist Party disappeared, and the nation 
entered a brief period of one-party rule under Presi- 
dent James Monroe and the Democratic-Republi- 
cans, known as the Era of Good Feelings. The 
country also felt confident enough to warn any 
European nations that might try to establish new 
colonial empires in the Americas that they would 
face the opposition of the United States. In this era 
of nationalism, peace, and optimism, settlers raced 
westward into the new states of the Midwest and 
the Deep South. A second political party quickly 
developed as the question of the role of the national 
government in the economic life of the young nation 


emerged once again. The Whig Party formed 
around key figures, such as the Speaker of the House 
of Representatives Henry Clay of Kentucky. Clay 
and the Whigs proposed the American System, 
which would use the power of the national gov- 
ernment to build up industry and trade by con- 
structing roads and canals and levying high tariffs 
on imports. Jefferson’s party regrouped under the 
leadership of General Andrew Jackson of Tennes- 
see and named itself the Democratic Party. Jackson 
advocated the rights of the common man and soon 
won the support of small farmers, tradesmen, and 
immigrants throughout the nation. 

In some ways, the split between the Whigs 
and the Democrats paralleled the sectionalism that 
had marked the development of the nation since 
the end of the War of 1812. The northern and 
southern states were both developing rapidly, but 
with great differences between their economies. 
The northern economy was diversified, with small 
farms, new industries, free labor, growing cities, 
and heavy immigration, especially from Ireland 
and Germany. The transportation network in the 
North relied on roads, steamboats, canals, and 
later railroads to move goods and people east and 
west. The southern economy was equally dynamic 
but less diversified. The plantation system of agri- 
culture had survived from colonial days. Tobacco 
and rice were still important crops, but now the 
major moneymaker in the South was cotton. Small 
and large planters alike headed westward to open 
new farms growing cotton, which had become 
vital to the development of the textile industry in 
New England and Great Britain. The cotton cul- 
ture led to greater reliance on slavery than ever 
before and created less interest in the develop- 
ment of banking, transportation, and manufac- 
turing in the South. 


SLAVERY 


Despite his ties to the South, Andrew Jackson 
proved himself to be a determined nationalist 
when he was elected president in 1828. He si- 
lenced the first cries for nullification, a state’s right 
to overrule federal law, from South Carolina over 
the issue of the tariff. But the conflicting economic 
paths of the North and the South challenged ev- 
ery later president from Martin Van Buren to 


James Buchanan. At first, the national government 
attempted to compromise to hold the Union to- 
gether. The vast western territory also opened a 
way for southern slaveholders and northern small 
farmers to both acquire new lands. Texas was 
settled by slaveholding cotton planters, while the 
Oregon Territory became a haven for farmers from 
the Midwest. However, by the time the Treaty of 
Guadalupe-Hidalgo was signed in 1848, ending 
the Mexican War, the question of whether the re- 
maining Great Plains and the newly acquired 
southwestern territories would become slave or 
free states led to a heated national debate. The 
arguments became more strident as reformers 
called abolitionists demanded that the United 
States live up to the revolutionary ideals of the 
Declaration of Independence and bring an im- 
mediate end to slavery. 

The debate over the extension of slavery into 
the Great Plains, the last fertile empty land in the 
continental United States, gave birth to another 
political party. The Democrats continued to win 
support from northerners and southerners alike 
and argued for the principle of popular sovereignty 
in the territories. The Whigs were replaced by the 
Republican Party, which called for the Great Plains 
to be settled by free white labor. When Abraham 
Lincoln, a Republican, won the presidential elec- 
tion in 1860, the South seceded from the Union 
and formed the Confederate States of America. The 
American Civil War, which lasted from 1861 to 
1865, ended in the total defeat of the southern 
states. Slavery was outlawed as a labor and social 
system, the equality of all men was reaffirmed in 
new amendments to the Constitution, and the 
northern industrial economy became the standard 
for the entire nation to follow. By the dawn of the 
twentieth century, the United States had trans- 
formed itself from a predominantly agrarian na- 
tion to a major industrial and urban power on a 
par with Great Britain, France, and Germany. 


RISE TO WORLD POWER 


The nation now faced the question of the role that 
it was to play on the world stage. Some believed 
that the United States should remain neutral in 
international conflicts and attempt to bring peace 
and prosperity through the development of world 
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trade. Others argued that the United States should 
use its growing power to lead the world toward 
democracy. The debate over the role of the gov- 
ernment, and most especially the presidency, was 
renewed as the Progressive movement called for 
political reforms at the local, state, and national 
level. Progressive presidents, such as the Repub- 
lican Theodore Roosevelt and the Democrat 
Woodrow Wilson, advocated government regu- 
lation of the economy and led the nation toward 
a more active foreign policy. In 1917, Wilson took 
the United States into World War I, believing that 
it was time for America’s democratic principles to 
reshape Europe and the world. Wilson argued that 
the war was a fight to make the world safe for 
democracy and that the United States could win 
the battle by serving as the arsenal of democracy. 
The participation of 1 million American soldiers, 
along with the massive outpouring of arms and 
equipment from American factories, turned the 
tide in favor of Great Britain and France. 

After World War I ended in 1918, the United 
States signed the Treaty of Versailles the following 
year but refused to participate in the League of 
Nations. The country turned away from active in- 
volvement on the world stage, preferring instead 
to develop its new consumer-driven economy. 
When the Great Depression occurred in 1929, the 
economies of the United States, Europe, and Asia 
collapsed, leading to the rise of dictatorships 
around the world. Under the leadership of Presi- 
dent Franklin D. Roosevelt, a Democrat, the United 
States turned to the programs of the New Deal to 
pull the nation back from the brink of economic 
ruin. After World War II broke out in Europe in 
1939, Roosevelt prepared the nation to enter the 
fight on the side of the Allies. After the Japanese 
attack on Pearl Harbor in December 1941, the 
United States officially entered the war against the 
Axis Powers of Germany, Japan, and Italy. When 
the war ended in 1945, the victorious United States 
hoped to lead the world toward the nation’s long- 
held ideals of democracy and free enterprise. New 
institutions such as the World Bank, the United 
Nations, and the International Monetary Fund, 
along with a program to reduce tariffs known as 
the General Agreement on Tariffs and Trade, were 
meant to lay the foundations for world peace and 
prosperity. 
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The Cold War that developed subsequently 
between the United States and the Soviet Union 
shattered the hopes of the United States to see 
American ideals triumph around the world. Marx- 
ism appeared to be the leading ideology on the 
global stage as nations including China and Cuba 
joined the Soviet Union and its conquered East- 
ern Europe territories in a communist bloc. The 
United States never fought an open war against 
the Soviet Union or China but, instead, followed 
a policy called “containment” from the late 1940s 
until the early 1970s. Under this policy, the United 
States tried to stop the spread of communism to 
new countries. The policy led to America’s inter- 
vention in both Korea and Vietnam. By the early 
1970s, the United States had begun a national de- 
bate on the best method to ultimately defeat com- 
munism. The country followed a policy of 
détente, or peaceful coexistence, during much of 


the 1970s, but returned to a massive military 
buildup in the 1980s. By the early 1990s, commu- 
nism had collapsed in much of the world, includ- 
ing the Soviet Union. 

As the nation entered the twenty-first century, 
the United States could rejoice that democracy and 
free enterprise had at last triumphed in much of 
the Western world. But at the same time, the na- 
tion faced unexpected challenges from radical in- 
ternational movements that questioned the most 
cherished values of the American civilization. 


Mary Stockwell 


See also: American Revolution; Cold War; World War I; World 
War II. 
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VENICE 


First founded on 118 alluvial islets, the most 
important of which is the larger island of 
Rivoalto, within a lagoon in the Gulf of Venice 
in northeast Italy. 


Venice’s population was swelled by the influx of 
refugees fleeing the Lombard invasion of Italy in 
568 c.£. In its early years, Venice was heavily in- 
volved in the river trade in northern Italy. When 
its profitable trade was challenged by the enter- 
prising city of Comacchio, the rulers of Venice 
declared war, capturing and sacking Comacchio 
in 886, thus successfully concluding the first of its 
wars to establish the city as a major trading power. 

Without adequate lands for farming, the city 
required significant imports of most staple foods, 
except fish, which was in plentiful supply. The 
lagoon also provided abundant salt. Venetian 
boatmen sailed up the rivers to purchase grain 
for the city and sold salt and fresh fish. They fre- 
quented the marketplaces of Pavia, the Lom- 
bardian capital, selling small quantities of spices, 
silk, and luxurious Byzantine cloth, which they 
obtained in the East. To ensure the safety of its 
traders, Venice concluded treaties with Italian 
princes and the Holy Roman emperors, laying out 
their privileges and protections. To deter bandit 
attacks, Venetian bargemen traveled along the riv- 
ers in large convoys. 

With the growth in population and prosper- 
ity of northern Italy in general and Venice in par- 
ticular, the regional demand for goods from the 
Levant grew rapidly. The Venetians were well situ- 
ated to provide such goods. Turning to the sea, 
the Venetians soon added timber and slaves to salt 
and fish as their main export commodities. The 


eastern Slavic tribes were the main source of the 
slaves, who were then sold in Italy and Muslim 
North Africa. Although several popes forbade the 
sale of Christian slaves to the Muslims, the trade 
was so profitable that the Venetians persisted in 
it. Also, situated at the head of the Adriatic, Venice 
had access to large supplies of quality timber—a 
commodity that was becoming scarce in the de- 
forested Mediterranean world. Muslim states, for 
which timber was a strategic war material and cru- 
cial for shipbuilding, purchased it at high prices 
from the Venetian traders. Unsurprisingly, the 
pope as well as the Holy Roman emperor placed 
strict prohibitions on this trade, but Venice once 
again ignored the limitations. 


NEED FOR RESOURCES 


Venice’s access to large quantities of cheap tim- 
ber, iron, and hemp—the three main commodi- 
ties needed for shipbuilding—made it easy for 
the city to expand its merchant navy rapidly. It 
built a fleet of warships—mainly galleys, with 
which it imposed control and eliminated piracy 
in the northern part of the Adriatic—still, offi- 
cially, in the name of Byzantium. Using its en- 
hanced military power, Venice also began to 
subjugate its nearby commercial rivals on the Dal- 
matian coast. Venice’s main goal was naval domi- 
nance, not territorial expansion, and it fought 
wars to secure advantageous treaties and trade 
agreements, while denying them to other naval 
powers. In the late eleventh century, Venice 
played a crucial role in defending Byzantine pos- 
sessions in the Mediterranean against the on- 
slaught of Normans from Sicily, acquiring 
important trading privileges and toll exemptions 
from the emperor in Constantinople as a reward. 
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At first, wars with the Ottomans forced Venice to increase its trade in spices and other Oriental goods through Egypt and Syria, but after the 
Ottoman empire occupied these two countries, Venetian merchants were forced to reach an accommodation with the Ottomans, despite 
Venice’s victory over the Turks at the Battle of Lepanto in 1571, depicted here in this fresco detail. (The Art Archive/Villa Barbarigo Noventa 
Vicentina Vicenza Italy/Dagli Orti) 


By the middle of the twelfth century, Venice more 
or less controlled the entire Adriatic. 

The Venetian navy became involved in the 
Crusades in the twelfth century, transporting 
Christian armies to Palestine and establishing trad- 
ing posts and ports there, most importantly in Acre 
and Tyre. Meanwhile, relations between the re- 
public and the Byzantine empire had become 
strained. Taking advantage of internal conflicts in 
the empire, Venice persuaded the armies of the 
Fourth Crusade to forgo going to Palestine in fa- 
vor of besieging Constantinople. The city was fi- 
nally captured and sacked in 1203-1204. Venice’s 
share of the booty included a part of the port of 
Constantinople, the island of Crete, and strategic 
naval bases and trading posts in Greece. 


For much of the twelfth and thirteenth cen- 
turies, salt remained the main source of Venetian 
export earnings, as it established a complex sys- 
tem of export licensing designed to maximize state 
revenue. Grain was one of its other main trading 
commodities. Venetians usually purchased grain 
in northern Italy for internal consumption and 
sold surpluses elsewhere in the region, where the 
harvests were poor. When harvests were poor in 
most of Italy, Venetian merchantmen looked all 
over the Mediterranean and Black Seas for grain 
for domestic use and resale in Italy. 

Venetian dependencies in Dalmatia provided 
wood, charcoal, stone, cattle and meat, cheese, 
olive oil, as well as skins and hides. Venice, in turn, 
provided them with woodwork, leather, pottery 


and glass, and metalwork as well as garlic and 
onions. For a time, Ragusa provided a sizable 
merchant marine fleet to transport goods to and 
from Venice. This intraregional trade was an im- 
portant part of the republic’s trade system. 

Venice's interregional transit trade was more 
lucrative, but also more unstable. In place of wood 
and slaves, metalwork and textiles became the 
main European exports Venice took to the Levant. 
Venetian merchants purchased spices, silk, in- 
cense, and sugar in the East and resold them in 
Europe at large profits. They were present in the 
marketplaces of Damascus, Aleppo, Cairo, and Al- 
exandria, purchasing goods from the Muslim mer- 
chants, who had in turn bought them from Indian 
and Chinese traders. Every year, Venetian mer- 
chants assembled in the Christian-controlled port 
of Acre in Palestine and sailed to Venice ina large, 
well-protected convoy. Meanwhile, the sack of 
Constantinople in 1204 by the Venetians during 
the Fourth Crusade allowed Venice to increase its 
role in the commerce of the Black Sea, where its 
merchants quickly discovered southern Ukraine 
as a source of huge quantities of cheap grain. An- 
other large annual convoy brought this grain to 
the Venetian port in Constantinople. 

Between 1250 and 1381, Venice fought four 
major and inconclusive wars with its main Medi- 
terranean rival: Genoa. The wars were very costly, 
and, although it preserved much of its commer- 
cial position in the region, weakened by the war, 
Venice lost some of its Dalmatian dependencies, 
which were soon taken over by Hungary. 


THE RISE OF THE OTTOMAN 
EMPIRE 


Otherwise, Venice’s dominions expanded rapidly 
during the rise of the Ottoman empire in the four- 
teenth and early fifteenth centuries. Many Greek 
cities sought Venetian protection as the only al- 
ternative to Turkish subjugation. Venice thus took 
over or even purchased a number of important 
seaports, such as Durazzo, Scutari, Lepanto, and 
Argos, and subsequently fortified them while tem- 
porizing with the advancing Ottomans. It also 
came to control the rich island of Cyprus. 

In the fifteenth century, Venice was forced 
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to defend its dominions on all fronts. Challenged 
by powerful Italian princes, it fought a series of 
wars in northern Italy, using armies of skilled 
mercenaries, known as condottieri, to capture sev- 
eral important cities, such as Brescia and 
Bergamo. After the fall of Constantinople to the 
Ottomans in 1453, Venice faced the full onslaught 
of the Turks on its bases and outposts in the 
Balkans. Although successfully fighting rear- 
guard actions, the republic slowly lost much of 
its overseas possessions to the surging Ottomans. 
Venice contributed a significant portion of the 
united Christian fleet that finally stopped the 
Turkish drive in the Mediterranean at the Battle 
of Lepanto in 1570. 

At first, wars with the Ottomans forced 
Venice to increase its trade in spices and other 
Oriental goods through Egypt and Syria, but af- 
ter the Ottoman empire occupied those two 
countries, the Venetian merchants were forced 
to reach an accommodation with the victorious 
empire. However, with the Portuguese and later 
Dutch traders intruding on the spice trade in the 
East, Venice’s spice trade suffered a blow from 
which it would never recover. The increasing in- 
dependence of and competition with Ragusa 
added to the woes of the Venetian merchants in 
the sixteenth century. 

Recognizing that its importance as a trade 
power was diminishing, beginning in the seven- 
teenth century, Venice became a major manufac- 
turing center of woolens, silk clothing, and dyeing 
and developed a large printing industry. The re- 
public now owed its continuing commercial pros- 
perity to its artisans and craftsmen, rather than 
its merchants, although its merchant marine fleet 
remained important. 

Although still prosperous, Venice ceased to be 
a major military and political power by the eigh- 
teenth century, becoming largely inconsequential. 
In 1797, threatened by Napoléon Bonaparte’s 
advancing army, the Venetian government voted 
itself out of existence and admitted the French 
troops. 

Today, Venice is a major tourist, industrial, and 
commercial center of northern Italy and the capi- 
tal of the Italian province of Venetia with a popu- 
lation of over 300,000. Manufactures include lace, 
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jewelry, flour, and specialty glass, and the city 
remains a major shipbuilding center. 


Mikhail S. Zeldovich 


See also: Constantinople; Crete; Cyprus; Genoa; Greek City- 
States; Ragusa, Republic of (Dubrovnik). 
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VIKINGS 


Scandinavian raiders, traders, mercenaries, 
and colonists renowned for their clinker-built, 
sail-powered ships. 


The Vikings were instrumental in unifying sev- 
eral long-existing regional trading zones in west- 
ern Eurasia by connecting northern Europe with 
Byzantium, the Islamic caliphate, and Central Asia 
by way of European Russia, thereby creating a 
cross-continental system that moved northern 
goods in exchange for silver. 

Viking expansion was largely due to their 
ships, which performed equally well on seas and 
rivers, a European-wide climactic optimum, popu- 
lation growth in Scandinavia and the resulting de- 
mand for arable land, as well as the consolidation 
of petty chiefdoms within Scandinavia that helped 
to concentrate groups of warriors and traders ea- 
ger for adventure and profit. But two coinciding 
phenomena catalyzed Viking expansion. In the 
Anglo-Saxon and Carolingian kingdoms of north- 
west Europe, Vikings found burgeoning com- 
merce as well as rich monasteries to raid and 
ransoms to extract. In the East, the Vikings found 
recently pacified routes by way of Khazaria to the 
Muslim caliphate, which in the second half of the 
late eighth century minted unprecedented quan- 
tities of silver coins, or dirhams. 

In the seventh and eighth centuries, the 
Frisians dominated the steadily expanding trade 
in the North Sea. Viking encroachment on this 


The Vikings were instrumental in unifying several long-existing re- 
gional trading zones. Viking expansion was largely supported by 
their ships, which performed equally well on seas and rivers. Pic- 
tured here is a sixteen-seater, an early ninth-century c.c. Oseberg 
Viking ship. (The Art Archive/Viking Ship Museum Oslo/Dagli Orti [A]) 


trade is clearly shown by new developments 
within Scandinavia, such as the growth of market/ 
production centers (Ribe and Hedeby in Den- 
mark, Kaupang in Norway, and Birka in Sweden), 
merchants’ graves containing imported goods, 
and fortifications. By the eleventh century, these 
commercial connections helped introduce local 
coinage, centralized kingship, and Christianity 
into Scandinavia. The Vikings also placed a Dane 
on the throne of England, colonized Iceland and 
Greenland, and helped found what would be- 
come a 700-year dynasty, the house of Riurik, in 
Russia. 

At the height of the Viking age, the commer- 
cial network extended as far west as Greenland, 
as far north as the White Sea, and as far east as 
Byzantium and the middle Volga River, where 
goods were exchanged using intermediaries with 


Central Asia. The Vikings’ primary motivation was 
to obtain silver, which was the standard medium 
of exchange. Using portable bronze folding scales, 
merchants assessed the price of goods and then 
cut the silver to desired amounts. In the early Vi- 
king age, vast quantities of silver flowed from the 
Muslim caliphate across European Russia to the 
Baltic. In exchange, merchants brought amber from 
the southern Baltic, swords from the Rheinland, 
furs, honey, and wax from the northern forests, 
ivory from the Arctic, and slaves from the Slavic 
regions. Along with silver, traders brought from 
the East glass beads and raw glass, silks, spices, and 
semiprecious stones. All these items were light- 
weight and easily transportable. Luxury items were 
traded further throughout northern Europe for 
soapstone (Norway), wine and swords (Caroling- 
ian empire), and lead (British Isles). 

By the early eleventh century, the flow of sil- 
ver changed directions, ceasing altogether from 
the East, which was replaced by west European 
sources. Scandinavian trade reoriented itself to- 
ward western Europe. But contact with the East 
continued in the following centuries. Luxury 
goods from the East, by way of European Russia, 
continued to flow into northern Europe. 


Heidi Sherman 


See also: Amber; Dirhams; Khazar Empire; Wine. 
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VOLGA BULGARIA 


A medieval trading state in eastern Europe at 
the confluence of the Volga and Kama Rivers 
that existed from the ninth through the four- 
teenth centuries. 


Volga Bulgaria was founded by a group of Turkic 
tribes that migrated northeast after the breakup 
of Great Bulgaria, located north of the Black Sea, 
in the seventh century. The state rose to promi- 


VOLGA BULGARIA 939 


nence in 965, following the destruction by Kievan 
Rus’ of the Khazar empire, of which it was a tribu- 
tary. Located at the intersection of several impor- 
tant trading routes, the capital, Bulgar, became one 
of the most important trading centers in Eurasia. 
Other important towns were Bylar (Great City), 
Suvar, Oshel, and Zhukotin (Juketau). In 922, the 
Volga Bulgaria ruler Almush accepted Islam, hav- 
ing been converted by Ibn Fadlan, an embassy sec- 
retary sent by the caliph from Baghdad. 

The city of Bulgar was located on a cliff on the 
Volga’s left bank, and its main marketplace was 
located outside the city walls, between the city and 
its port. Merchants from the Middle East, Persia, 
and Central Asia brought luxury goods, such as 
spices, jewelry, perfume, wine, and silk, as well as 
armor and weaponry, and, most important, silver 
coins. Vikings and the Rus’ as well as Bulgars traded 
fur pelts and some less important items, such as 
honey, grains, and wax. 

Once freed from the Khazar overlordship in 
the tenth century, Volga Bulgaria expanded its 
power, making a number of neighboring tribes, 
such as the Burtas, their tributaries. The Bulgars 
penetrated the vast interior of Eurasia, heading 
north and east along its many rivers and estab- 
lishing contact with a number of distant tribes. 

As anation primarily interested in trade rather 
than conquest, Bulgars exacted tribute in items 
important for trade, mostly fur pelts, and allowed 
their tributaries to retain a large degree of politi- 
cal independence. The high number of trading 
posts and forts established along rivers and in 
other strategic locations demonstrates the Bulgars’ 
main objective of controlling the important trade 
routes, rather than taking over large swathes of 
territory. 

Rivalry over control of the trade routes 
brought Volga Bulgaria into a series of conflicts 
with the powerful Russian principality of 
Vladimir-Suzdal from the eleventh through the 
thirteenth centuries. At times, the Bulgars were 
assisted in this struggle by another Russian prin- 
cipality, Novgorod, their main trading partner in 
the West, while Suzdal often joined other Rus- 
sian princes. In 1236, Volga Bulgaria was assaulted 
by a massive Mongol army. Infuriated by an ear- 
lier Bulgar defeat of their advance force in 1223, 
the Mongols sacked all major towns. 
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Having lost its independence, Volga Bulgaria 
continued as a subject state of the Mongol Golden 
Horde, while retaining some of its commercial and 
political importance. As the power of the Golden 
Horde collapsed in the fifteenth century, Volga 
Bulgaria entered the period of its final decline, un- 
able to defend itself from the increasingly frequent 
attacks by the growing power of Muscovite Rus- 
sia. Volga Bulgaria ceased to exist as a distinct en- 
tity in 1445, when its territory was incorporated 
into the newly established Tatar Kazan Khanate. 


Mikhail S. Zeldovich 


See also: Black Sea; Fur; Khazar Empire; Mongol Invasions; 
Novgorod; Perfume; Silk; Silver; Spices, Vikings; Wine. 
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WAR OF 1812 


Conflict between the United States and Great 
Britain. 


The War of 1812 grew out of several issues. An 
enraged American public demanded action in 
response to the British navy’s policy of impress- 
ment of American sailors. Americans on the fron- 
tier in the old northwest grew angry over Great 
Britain’s alleged support of hostile Native Ameri- 
can tribes. In Washington, D.C., a new genera- 
tion of young statesmen, led by Henry Clay and 
John C. Calhoun, sought to establish their legacy 
through belligerent territorial acquisition, particu- 
larly from British territories in Canada. But per- 
haps the greatest impetus for war came from 
events and policies an ocean away. 

The Napoleonic Wars raged in Europe 
throughout the first decade and a half of the nine- 
teenth century, and in many ways the War of 1812 
was an extension of that series of conflicts. Ad- 
miral Horatio Nelson’s defeat of Napoléon 
Bonaparte’s naval forces at Trafalgar in 1805 ef- 
fectively destroyed France’s ability to compete 
with Great Britain at sea. At the same time, 
Napoléon temporarily consolidated his control of 
the European landmass with his victorious cam- 
paigns against Russian and Austrian forces. Great 
Britain’s control of the seas and France’s domi- 
nation on land created an impasse—neither party 
possessed superior power in the war. At first 
American merchants took advantage of their sta- 
tus as neutrals and shipped French and Spanish 
goods from the West Indies to Europe, thereby 
turning a profit at Britain’s expense. 

In response to this situation, Great Britain— 
and then Napoleonic France—actively engaged 
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in economic warfare. Great Britain sought to use 
its naval power to effect a blockade on the 
European continent. Napoléon responded by 
strengthening his Continental System, initially 
with the Berlin Decree of 1806. The Berlin De- 
cree imposed a naval blockade on the British 
home islands (something Napoléon’s navy 
physically could not do) and, more important, 
excluded British ships from every port under 
French control. Britain’s 1807 group of Orders 
in Council responded by demanding neutral 
ships receive licenses from Great Britain, as well 
as submit to British inspection before trading at 
continental ports. Napoléon’s Milan Decree of 
1807 declared that neutral ships in compliance 
with British regulations were to be seized on ar- 
rival at continental ports. That year also saw the 
Chesapeake incident, in which a British ship fired 
on the American ship Chesapeake and seized four 
alleged deserters. 

Because both France and Great Britain were 
regularly seizing American ships in violation of 
their various declarations and American public 
opinion was inflamed over the Chesapeake incident, 
President Thomas Jefferson pushed Congress in 
1807 for a trade policy designed to punish both 
belligerents. The resulting Embargo Act cut off 
trade to foreign ports but did little to either great 
power as American shippers regularly violated the 
act and France and Great Britain hardly missed 
the American goods and materials. As a result, 
Congress passed the Nonintercourse Act, open- 
ing trade with all countries except Great Britain 
and France. Under the provisions of the act, the 
president had the right to open trade with either 
power if it repealed trade restrictions. Like the 
embargo, the Nonintercourse Act failed to com- 
pel a change in the belligerents’ policies. 
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Fought in part because of the British impressment of U.S. merchant sailors into the British fleet, the War of 1812 disrupted trade in the North 
Atlantic and the North American interior. Shown here is Andrew Jackson, on horseback, leading U.S. forces in a victory over the British at 
New Orleans in January 1815, a month after a peace treaty was signed between Britain and the United States at Ghent, Belgium. 

(Library of Congress) 


DECLARATION OF WAR 


In 1810, Congress adopted Nathaniel Macon’s Bill 
Number 2, opening trade with both belligerents 
with the condition that if Great Britain removed 
its trade restrictions, the United States would re- 
store nonintercourse with France, and vice versa. 
In an attempt to drive a wedge between the 
United States and Great Britain, Napoléon re- 
scinded the Berlin and Milan Decrees. President 
James Madison reestablished nonintercourse with 
Great Britain. This time, American coercion 
worked. Great Britain revoked the Orders in 
Council on June 16, 1812, because of the slow rate 
of transatlantic communication in the early nine- 
teenth century, the Americans would not find out 
for weeks. On June 1, Madison asked Congress 
for a declaration of war. On June 18, unaware of 
recent actions in London, the United States de- 
clared war on Great Britain. 


Early on, the fighting did not go well for the 
Americans. A planned three-pronged invasion of 
Canada failed, and the only early American vic- 
tories were on the seas. American heavy frigates, 
most notably the USS Constitution, scored many 
victories against the vastly superior British navy 
throughout 1812. However, by 1813 the Royal 
Navy began to assert its authority on the seas with 
the capture or destruction of several key Ameri- 
can ships and the tightening of an ever- more ef- 
fective blockade of the American coastline and 
ports. The most important victory for the United 
States that year came in September, when Oliver 
Hazard Perry and his makeshift squadron de- 
feated a small British fleet at the Battle of Lake 
Erie. Perry’s victory allowed William Henry 
Harrison to destroy the British alliance with 
Tecumseh’s Native American confederation at the 
Battle of the Thames and thus effectively ended 
the fighting in the old northwest. 


After Napoléon was defeated and went into 
exile in the spring of 1814, the British launched a 
three-pronged invasion of their own. American 
forces under Thomas Macdonough stopped the 
invasion north from Canada with a victory at the 
Battle of Lake Champlain in September. Almost 
simultaneously, a British invasion in Chesapeake 
Bay resulted in the capture and burning of Wash- 
ington, D.C., but was stopped from further 
progress by militiamen and the harbor defenses 
around Baltimore. It was in this action that Brit- 
ish naval vessels shelled Fort McHenry—inspiring 
witness Francis Scott Key to pen “The Star- 
Spangled Banner.” The third prong of the British 
invasion met disaster at the Battle of New Orleans 
in January 1815, as Andrew Jackson led a motley 
crew of American volunteers to an overwhelm- 
ing defeat of British regulars. 

Unknown to the combatants at New Orleans, 
the war had already ended. The Treaty of Ghent, 
signed on December 24, 1814, did little more than 
restore the status quo antebellum, but the War of 
1812 was not without consequences. Never again 
would Great Britain and the United States seri- 
ously consider going to war with each other. Sev- 
eral important American figures first made names 
for themselves during the fighting, including 
Harrison, Jackson, and Winfield Scott. The war 
set the stage for the first significant American tar- 
iff and a future of rancorous debate between free 
trade and protectionism. 


Thomas A. Bruscino Jr. 


See also: Free Trade; Napoleonic Wars. 
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WARFARE 


An armed conflict, in large scale and for a 
long period of time, between two political 
entities. 
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People have conducted war against one another 
since the beginning of civilization, and wars have 
greatly influenced the economy and trade. Fur- 
thermore, the relationships between the distribu- 
tion of power (or the struggle to achieve power) 
and war and trade are not monotonic, but dy- 
namic and changing in patterns throughout his- 
tory, and sometimes within the same wars or 
cultures. Trade between societies did not always 
stop during wars, and war differed in its effects 
on trade in the ancient period than in the age of 
globalization. 


“TRADE PROMOTES PEACE” 
HYPOTHESIS 


One of the famous assumptions of liberal econo- 
mists and social scientists is that trade promotes 
peace. In this view, considerations about the prof- 
its from trade influence decisions to wage war, 
because societies attain their most important ben- 
efits from their intersocietal trade associations, and 
grave conflicts (such as wars) disturb trade. In- 
deed, in general it could be said that war disrupts 
the course of trade. However, in some notable cases 
war had an opposite effect on trade than expected 
or the adversaries continued to trade throughout 
the war. 

The impact on trade of modern wars can be 
devastating. The production of weapons rises 
during wartime. Countries that are not directly 
involved in the war benefit from the opportu- 
nity to penetrate (or to take over) a market that 
was dominated by the countries that are com- 
batants. During the U.S. Civil War, Egypt re- 
placed the United States as the main exporter of 
cotton to the European market. During World 
War II, Argentina, which was not a party to the 
war, developed its economy to become the 
world’s “barn,” that is, supplier of agriculture 
and livestock. 

In another way, some types of trade prosper 
under war conditions, because war creates 
demand for certain commodities or creates a short- 
age of a product already in demand. Arms manu- 
facturers and developers benefit from armed 
conflicts. Diamond miners in the African conflict 
zones use the demand for diamonds to finance 
regional armed conflicts. Captured women and 
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children in many cases become “commodities” 
and are enslaved. The drug trade also benefits 
from the existence of armed conflicts and espe- 
cially from the lack of authority and the weakness 
of central governments, as in the case of civil wars. 
Lebanon, Colombia, and Afghanistan are only a 
few examples of countries in which the weakness 
(or lack) of a central government encouraged the 
growth and manufacture of illegal narcotics by 
armed groups, such as the “Afghan Arabs” and 
Hezbollah in Lebanon. 

However, trade can also precipitate war. In the 
nineteenth century, Britain illicitly sold opium in 
China grown in its colony, India, earning vast 
sums, and refused to cease doing so, even after it 
was declared illegal in China and in Britain. The 
Opium Wars eventually broke out because of this 
conflict over the trade in opium. Another example 
from the same period is the issue of the slave trade 
and the slave-based plantation economy, which 
became a central issue of debate during the 1850s 
between the industrialized North and the rural 
South in the United States. The question of the 
extension of slavery into new territories aggra- 
vated existing differences, which ultimately led 
to the Civil War. 


WAR IN ANTIQUITY 


Until the Napoleonic Wars, soldiers and rulers 
directly and actively engaged in war, while the 
rest of the population suffered its effects. 

Wars could bring profit to the winners, in the 
form of looted goods, prisoners of war, and some- 
times even new territories and populations to be 
taxed or enslaved. A few polities depended ex- 
clusively on the spoils of war for their income; 
they waged war on their neighbors to satisfy their 
economic needs. 

Thus, one of the motives for waging war was 
economic competition. Economic differences be- 
tween Athens and Sparta were among the main 
reasons for the outbreak for the Peloponnesian 
War (433-404 B.c.z.). In this war, like others, the 
losing side—Athens—suffered the greater effects. 
Another related motive was the possibility of con- 
trol over valuable resources. It is theorized, for 
example, that one of the reasons for the Trojan 
War was desire for control over tin mines. 


During antiquity, the need for weaponry, 
wars, and expansion also promoted trade in ma- 
terials, such as metals. The Romans reused scrap 
metal, which was looted from newly occupied 
territories, for various needs, chiefly for the pro- 
duction of weaponry. 

Trade routes themselves were also affected 
by war. Those who controlled the routes were 
able to control the supply of resources. The Ro- 
mans, for example, through the expansion of the 
republic, managed to take command of the trade 
networks (which were developed by Alexander 
the Great in 146 B.c.£.) to India and China. The 
first Punic War between Rome and Carthage 
(246 B.c.E.) was the result of a struggle for con- 
trol of Sicily, which lay between North Africa 
and Europe. 

Slavery was a prevailing feature of all Medi- 
terranean societies in antiquity. Some societies, 
such as the Roman one, depended more than oth- 
ers on slaves for everyday life. The Romans, like 
others, first obtained slaves through war and pi- 
racy. However, with the extension of Pax Romana 
in the first three centuries of the modern era, the 
number of enslaved war captives decreased sig- 
nificantly (notwithstanding some exceptions, 
such as the suppression of rebellions in Judea in 
66-70 c.£. and 132-135 and wars on the outskirts 
of the empire). 

Wars sometimes cause general suspicion to- 
ward foreigners, which might result in closure to 
trade and foreign activity. The Spartans, in par- 
ticular, rejected (and feared) the social change and 
instability that might come with trade. After the 
Messenian War (640 B.c.£.), they developed an iso- 
lationist, militarist policy, banning travel and con- 
tact with strangers. 

The strength of regimes in this period also 
contributed to the prosperity of trade. Traders 
fared well in areas where traveling was safe and 
infrastructure was developed. Pax Romana 
helped to develop trade in the empire, and the 
Romans established commercial relations with 
China, India, and Ethiopia, to purchase silk, 
spices, precious stones, and incense while selling 
them gold, silver, glassware, and other manufac- 
tured goods. Similarly, on the other side of the 
trade routes, the establishment and consolidation 
of the Han dynasty in China (206 B.c.£.) brought 


about stabilization in the trade route and, as a 
consequence, affluence. Similarly, the Mauryan 
empire (321-181 B.c.£.) provided the required sta- 
bility for trade to blossom in India. Correspond- 
ingly, division and troubles in the empires 
destabilized the trade routes, as in 317 c.£. in China 
(the division between North and South) and in 
364 c.E. in Rome (the division between East and 
West). 


MEDIEVAL EMPIRES AND 
HOLY WARS 


The Middle Ages in Europe saw a continuation 
of the struggles for control over materials, trade 
routes, and capital. By the early twelfth century, 
a merchant society began to develop in feudal 
Europe, building on the surplus of agricultural 
goods. Those engaged in local trade or trade in 
the Hanseatic cities of the Baltic or in the free Ital- 
ian city-states established destinations across the 
sea and to the Continent. 

In 1095, the first of the Crusades—the military 
expeditions to deliver the Holy Land from the “un- 
godly” (Muslims)—took place. However, the Cru- 
sades did not lack economic and commercial 
considerations. In fact, a side effect of the Crusades 
was intercultural exchange. For example, the Cru- 
sades provided trading opportunities along the 
route. By the eleventh century and until the thir- 
teenth century, trade relations developed between 
the Muslim world and Mediterranean societies. Eu- 
ropeans adopted many Muslim inventions and ad- 
vancements, including banking methods. Some 
historical evidence suggests that the engagement 
in trade was one of the reasons for the failure of 
the Second Crusade; many refused to abandon 
their trade links to fight the Muslims. 

As a series of long, expensive military expedi- 
tions, the Crusades had another important effect 
on the economies of the home countries of Cru- 
saders. Many states could not afford to subsidize 
these expeditions. The feudal system suffered a 
great shock as a result of the economic costs of 
this venture. At the same time, in the East, a new 
empire shaped trade between Europe and Asia. 
Between 1211 and 1227, Genghis Khan conquered 
and controlled much of East Asia. Through a se- 
ries of military campaigns, some led by the moti- 
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vation to oppress resistance from the borders of 
the empire, the Mongols arrived in Central Asia 
by 1218. Genghis was interested in developing 
trade relations with the Muslims, but after his 
peace convoys were murdered, the Mongol forces 
occupied the Caucasus in southern Russia and ar- 
rived at the gates of Europe in 1222. Subsequent 
conquests by Ogédei Khan and Batu Khan, 
Genghis’s son and grandson, expanded the em- 
pire to include the modern-day Hungary, Poland, 
Iran, and Iraq. The empire was maintained until 
the end of the fourteenth century. 

The Mongol military campaigns demon- 
strated how conquest could devastate local 
economies. The conquered peoples were taxed, 
the existing infrastructure was ruined, and some 
of the local population was sent to labor camps. 
The broad geographic reach of the empire al- 
lowed the flow of trade between different re- 
gions, especially along the Silk Road, while 
remaining in Mongol-controlled territory. Har 
Horin, the Mongol capital established in 1235, 
was a center for tradesmen from different cul- 
tures and religions. 

The Muslim empire also enjoyed prosperity 
during this period. Like the Mongol empire, the 
Muslim empire was able to host a wide range of 
commercial activities because of its size and stra- 
tegic location on Eurasian and African trade 
routes. In North Africa, wars broke out among 
different Berber groups, each trying to gain con- 
trol of the trans-Saharan trade and using the is- 
sue of jihad (holy war against the non-Muslims) 
as justification. 

In medieval Europe, wars also resulted from 
struggles to control trade. The Hundred Years’ 
War is an example of a war fought mainly for 
economic reasons. By the thirteenth century, 
Flanders had become the center of cloth manu- 
facturing in northern Europe; when the local 
Flemish could not supply enough wool for this 
industry, the raw material for this manufactur- 
ing was imported from England, which de- 
pended on this trade for its foreign exchange. At 
the same time, as a result of contacts with Eu- 
rope, the English upper classes adopted wine 
imported from southern France, rather than beer, 
as their drink of choice. A triangle trade among 
the three developed: wool fleece for cloth, cloth 
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for wine. France attempted to gain control over 
this profitable trade using its influence over 
noblemen in Flanders. Because fleece for cloth 
was its main export, England was disadvantaged 
and when tensions broke out in Flanders be- 
tween the landowners (who sided with the 
French) and the merchants (who were interested 
in maintaining trade relations with the English), 
each country took sides. Tensions escalated to 
the point of armed conflict. 

In a pattern that would later repeat itself in 
other conflicts between the French and English, 
much of the conflict revolved around the control 
of England’s trade routes—the naval courses. 
Both sides used mercenaries (pirates) at this point, 
who attacked and looted enemy ships. 


IMPERIALISM AND THE 
EMERGENCE OF A WORLD 
ECONOMY 


The expansion of the Muslim empire to Europe, 
specifically the Iberian Peninsula, was finally 
blocked in 1492. That year, Christian forces in 
Spain managed to unify and conquer the penin- 
sula. Muslims, as well as Jews, were chased out 
of Christian territory or were forcefully converted 
to Christianity. The Spaniards, eager to trade with 
East Asia, sought a trade route that bypassed the 
Cape of Good Hope in Africa. Also that year, 
Christopher Columbus, seeking a new trade route 
to the East, landed on the shores of a new conti- 
nent. The European economy became bonded 
with that of the world it conquered; wars and 
trade became more linked than ever before. 

A new series of wars of conquest began, initi- 
ated by the desire to trade and to gain control of 
resources. Portugal, a former maritime super- 
power, became an early contender in the pursuit 
of trade outside Europe. After Columbus’s voy- 
ages, Spain entered the field as well, to be joined 
later by the major maritime forces of the period 
(mainly the Netherlands and England, but also 
Sweden). 

Portugal was the first in the struggle to domi- 
nate trade in the New World for several reasons. 
The Portuguese developed a fleet within their two 
main towns, Lisbon and Oporto, which emerged 
as marine trade centers. The Portuguese govern- 


ment encouraged the development of maritime 
trade by offering tax privileges and other arrange- 
ments that made it the most convenient shipping 
center. In addition, unlike Spain, Portugal was 
stable. Above all, consumption trends among the 
European elite and the demand for luxury goods 
drove the Portuguese to seek new ways to increase 
their profits. Thus, Portugal was the first to extend 
its economic control beyond the Continent. 

Between 1507 and 1514, the Portuguese or- 
chestrated a series of conquests, from East Africa 
(1507) to India (1510) and Indonesia (1514). Por- 
tuguese trading posts were founded on the east- 
ern and western coasts of Africa, in Cape Verde, 
and in Goa. The outposts hosted a mixture of 
tradesmen with missionaries and soldiers, all of 
whom attempted to dominate the societies that 
they encountered. The chief purpose of these 
posts was to establish control over the spice trade 
with the East and to maintain naval dominance 
over the Arabs in the Indian Ocean. 

After their arrival in the Americas, the Span- 
ish were also eager to mix religious, political, and 
commercial missions in order to control trade in 
the area, especially because of the large amounts 
of gold that Columbus was reported to have seen. 
By the beginning of the sixteenth century, the 
Spanish exploited divisions among the local 
populations to wage wars between and against 
them. 

The Portuguese followed the Spaniards in 
their search for commodities on the new conti- 
nent. The Portuguese were able to reach the 
southern part of the continent by using the same 
sailing methods that they had developed to ar- 
rive at the Cape of Good Hope in Africa. How- 
ever, unlike the Spanish rulers, the Portuguese 
kingdom had little commercial interest in the re- 
gion and at first left it to the exploration of ad- 
venturers. Portugal’s main export product at that 
time was a dyewood called “Brazil,” after which 
the new land was named. Exotic animals, such as 
parrots and monkeys, were also acquired, as were 
slaves from among the native peoples. As Spain 
gained more wealth in America, Portugal began 
to express greater interest in its territories and in 
1531 initiated its colonization of Brazil. 

In Brazil, as well as in Africa, the Portuguese 
exploited the frequent wars among rival peoples 


in order to obtain slaves. Because of the constant 
demand for slaves in Brazil, the Portuguese insti- 
gated wars between tribes, and in 1532 began to 
import slaves to Brazil from the West African 
shores. Portuguese and Jesuit missionaries were 
highly involved in the trade from the area now 
known as Congo and Angola. A circular trade was 
established, in which the Portuguese traded 
manufactured metal goods to Africa in exchange 
for slaves, who were shipped to Brazil, from 
which goods were sent to Portugal. 

The Portuguese reached the southern parts 
of China in 1517. Whereas in Africa they were 
able to establish trade with the local rulers, in 
China Portuguese trade intentions were viewed 
with suspicion; the government formally ex- 
pelled the traders. However, because of their con- 
tinued presence on the southern shores, the 
Portuguese eventually began to trade with Chi- 
nese smugglers. In 1542, the Portuguese arrived 
in Japan by accident (a storm blew a Portuguese 
ship toward its southern islands) and found trade 
partners there who were especially interested in 
purchasing guns. 

By the end of the sixteenth century, another 
conflict emerged. In 1598, the Dutch rebelled 
against Spanish domination of their land. One of 
the ways that the Spanish responded was to block 
Dutch access to Spanish salt, needed by the her- 
ring fisheries. 

This salt embargo led the Dutch to attack 
Spanish ships that were carrying it. The Dutch 
also developed their own fleet, without the ex- 
pansionist intentions of Spain and Portugal, but 
guided by trade motives. The Dutch fleet arrived 
in the Caribbean, employing both tactics—trad- 
ing and attacking enemy ships—to obtain salt. In 
1621, the Dutch established the Dutch West Indies 
Company as the sole agent of trade with the West 
Indies. Hence, Dutch colonialism became inextri- 
cably linked with a commercial company and thus 
its politics with economic entities. 

The company became a prominent element 
in the struggle for domination in America, reach- 
ing northeastern Brazil (from 1624 to 1630) and 
the Gold Coast (present-day Ghana) in West Af- 
rica (1637). Many of these holdings were settled 
and fortified to prevent the Spaniards from tak- 
ing them over again. In 1624, the Dutch West 
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Indies Company established the New Nether- 
lands colony on the eastern coast of North 
America. A year later, the island of Manhattan was 
bought from the Native Americans and settlement 
began in New Amsterdam (present-day New York 
City). However, the maintenance and security 
expenses of the forts began to put a heavy bur- 
den on the Dutch West Indies Company. The 
Dutch, thus, while controlling trade, decided not 
to invest in the maintenance of the territories as 
colonies, so the lands were sold to patroons (en- 
trepreneurs), who were allowed to do almost any- 
thing with the property that they had bought 
from the company. 

This is clearly demonstrated after the Dutch- 
Swedish War (1657) and the Anglo-Dutch War 
(1652-1654). During the first war, the Dutch con- 
quered the North American colony of New Swe- 
den. The war cost Sweden a strategic stronghold 
in North America. During the Anglo-Dutch War, 
the Dutch lost both New Sweden and New 
Amsterdam to the English, while they occupied 
the modern-day Suriname and Guyana. The 
Dutch decided to hold on to the new territories, 
which had valuable sugar plantations, rather 
than to fight for the North American colonies, 
which yielded profits only from the fur trade. 
However, after another conflict in 1672, the Dutch 
West Indies Company gave up its monopoly 
rights and opened the Caribbean market to the 
Swedes and British. Two years later, the company 
went bankrupt. 

The Seven Years’ War (1756-1763) was the next 
major conflict over the resources outside Europe. 
France and Britain fought on several continents 
for control of each other’s profit-generating colo- 
nies. By the end of the war, Britain had a strong- 
hold in most of the North American colonies, as 
well as in India. However, the loss of control over 
some of the American colonies (1783) led many, 
such as Adam Smith, to conclude that colonial- 
ism and regulated trade were not efficient and 
that more profit could be earned without politi- 
cal involvement in the colonies. 


THE NAPOLEONIC WARS 


After the age of expansionism, the European co- 
lonial powers began to look homeward. Some 
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empires, such as the Austro-Hungarian and the 
Prussian empires, found themselves without any 
colonies outside the European continent. The fall 
of the French monarchy in 1789 and the idea of 
democracy threatened the rest of the monarchies 
in Europe. This led to the beginning of the pe- 
riod known today as the Napoleonic Wars. 

The Napoleonic Wars are considered a mile- 
stone in the history of wars and the connection 
between trade and war for several reasons. First, 
unlike other wars, they were based on a popular 
draft. Most of the able-bodied men in the coun- 
try were obliged to participate. Second, the mo- 
tive was national, not, as in the past, political 
domination of one royal house or one religion or 
another in some way. 

This change required new means of finance, 
as wars became more expensive. The general draft 
increased the number of soldiers, who had to be 
fed, dressed, paid for their efforts, and armed. The 
vast areas across which the wars were conducted 
required increased and improved means of trans- 
portation. In addition, the intensity of the war 
depended on the economic strength of the coun- 
try fighting the war. 

The economy was mortgaged to the war ef- 
fort, and countries with stronger economies were 
expected to win the wars, as they were better able 
to finance them. During modern times, this ob- 
servation might be even more accurate: as tech- 
nological advantages set the pace of war, those 
who are able to finance military research and de- 
velopment programs and to develop new weap- 
ons are more likely to win wars. 

The era of the Napoleonic Wars was also a time 
of other technological advantages, such as the 
steamship and the use of iron for building ships. 
The science of ballistics was also perfected. These 
military advancements later affected Europe’s 
success in securing territories in China and else- 
where. 

The Napoleonic Wars brought another change 
in the nature of war. The larger size of the fight- 
ing forces also necessitated a larger battlefield. For 
instance, in the Battle of Wagram (1809), 170,500 
French soldiers were spread over about twelve 
miles; and in the Battle of Leipzig (1813), 198,000 
French soldiers fought in a line that stretched 


nearly twenty-one miles. The expansion of the 
battlefield also meant that the area that was dam- 
aged by the fighting (which held towns and vil- 
lages, crops, pastures, roads, bridges, and dams) 
increased. Whereas most wars in previous peri- 
ods were static and limited to a relatively small 
geographic area, the Napoleonic Wars introduced 
the mobilizing of forces across large territories. 
The development of modern means of transpor- 
tation (and, later, of communication) meant that 
wars could be fought far from the centers of policy 
making. 

Carl von Clausewitz wrote about the 1813- 
1814 campaign in his book Vom Kriege (On War, 
1833), “[T]he course of the campaign, on the 
whole, may be said to have been in the new, not 
in the old, style. In eight months the theater of 
war was removed from the Oder [now the bor- 
der between Germany and Poland] to the Seine 
[in Paris].” 

In 1805, two major battles that had vital im- 
plications on trade took place. In the Battle of 
Trafalgar, the French navy was almost completely 
destroyed and the British gained domination over 
the seas. In the Battle of Austerlitz, the French won 
complete domination over the European conti- 
nent. From this point on and in the next decade, 
fighting between the two major powers of this 
age became a battle over trade. 

The Napoleonic Wars had an impact beyond 
the European continent and an important influ- 
ence over the economic development of the 
United States. In an attempt to stifle the United 
Kingdom’s trade, the French blocked all European 
ports, which were under French control, and pre- 
vented the shipping of British products to and 
from the Continent. In retaliation, Britain passed 
the Orders in Council in 1806. According to this 
set of laws, U.S. ships could not anchor in a Euro- 
pean port without first stopping at a British port. 
The French responded with an act that demanded 
the seizure of any ship that landed in Europe af- 
ter stopping in Britain. The militaristic turn of the 
French and English economic actions caused dam- 
age to the American economy. 

The need for more manpower caused the Brit- 
ish navy to impose a policy of stopping Ameri- 
can ships, imprisoning their sailors (called 


“impressment” ), and forcing them to serve in the 
British navy. The crews of British ships staffed in 
this way were often called “press-gangs.” In 1807, 
off the coast of Virginia, the USS Chesapeake was 
approached by a British ship, which demanded 
to embark so that it could reclaim “deserters” who 
were with the United States. The Americans re- 
fused. The British vessel opened fire on the Chesa- 
peake, killing and wounding several sailors. In the 
end, the outgunned Chesapeake had to surrender 
four sailors to the British. 

Americans were outraged over the Chesapeake 
incident, and a war might have broken out right 
then if not for Thomas Jefferson’s self-control. 
Most Americans urged war, but Jefferson im- 
posed an embargo against the British instead. 
Congress passed the Embargo Act near the end 
of 1807, which blocked exports out of U.S. ports. 
The embargo did not proceed as planned, as it 
ended New England’s export and import activ- 
ity and left the U.S. South and West with a sur- 
plus of unsold merchandise. By 1808, illegal 
export and import activities across the U.S.- 
Canadian border verged out of control. Ameri- 
cans started calling the embargo the “dambargo.” 
Convinced of the rightness of his policies, 
Jefferson passed harsh laws to implement the 
embargo. In New England, which was already a 
stronghold of antifederalists, the dissatisfaction 
with the impact of the embargo furthered the 
secessionists’ cause. At this point, Jefferson re- 
pealed the embargo. 

On March 1, 1809, the Embargo Act was abol- 
ished and replaced with the Nonintercourse Act. 
This act permitted trade with all countries except 
Great Britain and France. Jefferson later admitted 
that the embargo had been a mistake but left the 
job of lifting it to his successor, President James 
Madison. However, the war-induced embargo also 
had some positive effects on the U.S. economy, 
which became more industrialized and self-suffi- 
cient. The first reason for this was that export prod- 
ucts remained in the United States and served the 
local market. Moreover, more manufactured goods 
were produced to satisfy the need for those im- 
ported goods that were embargoed. By the time 
the embargo was lifted, U.S. industry was able to 
compete against British imports. 
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The industrialization of European societies 
had an important impact on the colonial con- 
quests and on the Europeans successfully taking 
hold of mercantile activity in other continents. 
The mass production of rifles, as opposed to the 
handmade production of the Ottoman and the 
Native American rifles, provided an immediate 
advantage. 

By the beginning of the nineteenth century, 
the European powers had increased their direct 
political power in East Asia through the estab- 
lishment of colonial governments. This direct po- 
litical control, not exercised through trading 
companies, had crucial consequences for the 
economies of Asia, Africa, and Oceania. During 
the 1830s, the British controlled the lucrative cul- 
tivation of opium in India and sold it (through 
the British East India Company) to the Chinese, 
in exchange for tea and manufactured goods. In 
1836, because of the growth in the number of 
drug addicts in China (and the general ill effects 
of the trade), the trade in opium was outlawed 
in China. However, the British merchants man- 
aged, through bribery, to continue selling the 
drug. In 1839, Lin Zexu, the imperial commis- 
sioner in Canton (Guangzhou), decided to put 
an end to the illegal activity. Moreover, he de- 
manded that the British nationals who commit- 
ted crimes in China be subject to Chinese laws. 
Lin threatened to expel all British subjects living 
in China if Britain did not stop exporting opium 
to China. 

These positions made Lin’s policy unpopular 
with the British. From 1839 to 1842, the British 
used military force to open the Chinese markets 
to Indian opium. This event became known as 
the First Opium War. British technological supe- 
riority resulted in Chinese defeat, codified in the 
Nanjing Treaty, which forced China to accept 
humiliating concessions to Britain, including un- 
restrained trade in opium (and other commodi- 
ties) and exemption from Chinese law in the case 
of disputes. After the conclusion of the First 
Opium War, the British established five “treaty 
ports” in China. 

This war set the precedent for European com- 
mercial expansion in East Asia, as the Chinese later 
signed, under duress, similar treaties with other 
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Western powers. By the end of the nineteenth 
century, even the United States was beginning to 
show interest in East Asia. Between 1898 and 1904, 
the United States sought extraterritorial control 
of China’s coastal cities and took over the Philip- 
pines from Spain. Between 1856 and 1860, fur- 
ther skirmishes erupted over the issue of the 
opium trade in China. Imperial China conceded 
again, signing treaties that increased European 
penetration into China. 

Many East Asian policy makers realized that 
adoption of the Western mixture of trade and 
warfare was vital for their survival and the rivalry 
with the Europeans. During the latter nineteenth 
century, China and Japan both adopted this West- 
ern model. The goal of the Meiji restoration (1868) 
in Japan was to achieve controlled industrializa- 
tion and political and economic dominance 
through the adoption of European methods of 
production. 

The post-Napoleonic technological and trade 
advancements also stimulated expansion in Af- 
rica. In Africa, the main power struggles were over 
control of the chief trade routes and natural re- 
sources (as well as slaves). By the end of the nine- 
teenth century, the British, for example, gained 
control of the Cape of Good Hope and the Suez 
Canal in Egypt, but not without armed opposi- 
tion by the local populations. However, expan- 
sion in Africa was also caught up in the European 
rivalry for control of the world, leading to wars 
between the European powers for territories in 
Africa. 

The governments stipulated universal con- 
scription, but paid draftees relatively small 
amounts, which stimulated broader discontent 
that led to the 1848 national revolutions. The re- 
pression of the agitation by the regimes led many 
to seek their fortunes outside Europe. 


WORLD WAR I AND 
ITS AFTERMATH 


World War I (also known as the Great War) re- 
flected the dramatic changes that took place in 
the world during the nineteenth century and in 
the aftermath of the Napoleonic Wars. National 
economies became intertwined and interdepen- 


dent as the global economy was industrialized. 

France and Britain were concerned about the 
growing power of the newly formed Germany, 
which had defeated the French army in the 1870- 
1871 war and was becoming increasingly power- 
ful before World War I. The strength of the 
German army resulted not only from its immense 
manpower but also from the country’s industrial 
strength. Surpassing that of both Britain and 
France, German industry was not only bigger but 
also growing more rapidly than its counterparts 
elsewhere in Europe. In addition, the population 
in Germany was growing dramatically because 
of a high birth rate and emigration from Russia 
and Poland. Confronted with the immense man- 
power of the German army, the French and British 
staffed their armies in part with non-Europeans. 
The United States tried to distance itself from the 
power struggles in Europe. 

The use of non-European soldiers in World 
War I did not pass without criticism. Various Brit- 
ish battalions included soldiers from British colo- 
nies, including India and Canada (some of them 
black), using them only as “volunteers” to re- 
spond to criticism by white South Africans. At the 
same time, losing the world war meant that Ger- 
many lost its colonies in Africa and the Pacific to 
Britain and France, including German Southwest 
Africa (modern-day Namibia), Cameroon, Togo, 
and German East Africa (modern-day Burundi, 
Rwanda, and a portion of Tanzania). These colo- 
nies had been important sources of minerals for 
German industry. 

The war had left Europe’s economy in 
shambles, particularly in agriculture; the countries 
turned to their colonies to fill the vacuum. Most 
of Europe suffered a serious recession in the post- 
war years, because European products were no 
longer in high demand and their economies re- 
lied on single products. Even those who managed. 
to benefit from the war financially had to surren- 
der most of their profits in the form of taxes that 
financed the bankrupted governments. 

Another beneficiary of the trade was the 
United States, which declared neutrality at the 
beginning of the war (August 1914). Until the end 
of its neutrality (March 1917), it exported about 
$2.2 billion in military equipment to Europe. In 


1916 alone, the United States exported more than 
$1 billion in weapons to Europe. The scale of the 
American presence in the international weapons 
market in that era is shown by the fact that, by 
1920, the United States was the source of more 
than half of global arms exports. This resulted in 
much concern in the 1920s and 1930s in the 
United States. The U.S. interest in arms trade was 
partially responsible for the decision to intervene 
in the war. U.S. support for involvement in Eu- 
rope increased after the Germans sank the 
Lusitania on May 17, 1915. Over 1,100 people were 
killed, and the Americans viewed it as an attack 
on an unarmed ship. 


TRADE BETWEEN THE TWO 
WORLD WARS 


The Treaty of Versailles was signed to conclude 
World War I. Its provisions called for Germany to 
surrender, relinquish some of its territories, and 
pay compensation to the victors. The German 
economy, however, could not afford the amount 
of compensation to be paid. While most countries 
understood the situation and did not demand the 
money, the economic situation in France forced it 
to insist on the reparations, as it considered Ger- 
many responsible for its economic situation. 

At first, the United States lent money to Ger- 
many to avoid its total collapse, but, following the 
1929 economic depression (and even sometime 
before) the United States ceased its interventions 
in Europe. The situation in Europe, and in Ger- 
many in particular, deteriorated. By 1932, US$1 
was worth 8 billion deutsche marks, and the in- 
flation rate was measured in the millions. The 
economy was in ruins, and the Weimar Republic 
(the German democracy following World War I) 
had no solutions. 

Under these conditions, nondemocratic po- 
litical systems took hold in Europe beginning 
with national socialism (or Nazism) in Ger- 
many. By January 1933, Adolf Hitler, the head 
of the National Sozialisticher Partei 
Deutschlands (German National Socialist 
Party), was democratically nominated as the 
German chancellor. Soon afterward, he abol- 
ished all other parties and began to implement 
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his policy, which basically consisted of prepar- 
ing Germany for war. 

On the other side of the world, another power 
was rising: Japan. Unlike its allies in Europe— 
Germany and Italy—Japan was a monarchy that 
was under the rule of a divine emperor. De facto, 
the country was managed by the army, which 
had been seeking new regions to conquer since 
the end of the nineteenth century. Japan won a 
war against Russia in 1905 and continued to push 
farther into Asia. By 1931, Japan had already cap- 
tured Manchuria and in 1937 it continued its ex- 
pansion into China. The main reason for the 
Japanese expansion in Asia was the lack of raw 
materials that it needed for its growing industry. 
Even then, Japan was the greatest power in Asia, 
but its economic expansion was limited by the 
goodwill and trade capabilities of the Western 
empires, which controlled the trade of raw 
materials. 

On July 25, 1940, the United States announced 
an embargo on Japan as a way to stop Japan from 
conquering China. In reality, this was a counter- 
productive measure, since it made the Japanese 
even more aggressive in acquiring raw materials. 
The Japanese started looking for these resources 
in the British and Dutch colonies of Southeast 
Asia. As the American embargo tightened, Japan 
pushed southward for resources. 

The preparation for war in Europe, which 
erupted in September 1939, created a situation in 
Asia such that the European forces, mainly those 
of Britain, could not afford to station large num- 
bers of troops there, while the British Isles them- 
selves were in danger of a German invasion. The 
only force that stood between Japan and the rest 
of Asia was the United States, which maintained 
two key naval bases in the Pacific region: Pearl 
Harbor, Hawaii, the home of the U.S. Pacific Fleet; 
and the Philippines. Every oil tanker heading for 
Japan had to pass by U.S.-held Luzon. To continue 
its expansion, the Japanese military had to remove 
these two obstacles. 

On December 7, 1941, the Japanese attacked 
the U.S. naval base at Pearl Harbor. Shortly there- 
after, Japan captured America’s central Pacific 
bases at Guam and the Wake Islands and invaded 
the Philippines. Because there was no actual U.S. 
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army in the area, the Japanese army was free to 
capture Burma, Malaya, Singapore, and the Dutch 
East Indies (Indonesia). The fighting ended in less 
than four months. Japanese leaders thought that 
the United States would be willing to negotiate 
peace, since it was already involved (though not 
as an active participant) in the European war. 
They were mistaken. 

Until December 1941, the United States was 
profiting from the war in Europe. In a process 
known as the “production miracle” at the end of 
the New Deal, the United States maintained ci- 
vilian consumption while the overall economy 
expanded. This situation was enabled by the in- 
crease in labor force participation and reduction 
in private investments, while the war was fi- 
nanced through deficit spending. 

Until it officially declared war on Germany, 
the United States shipped weapons and other 
products to Britain in a system called “lend-lease.” 
The Germans used their huge fleet of submarines 
(Unterseeboote or “U-boats”) to sink as many U.S. 
ships traveling to Britain as possible to cut off this 
trade. The attacks drove the U.S. decision to en- 
ter the war in Europe. 

Trade during World War II was focused on 
military equipment more than it was during 
World War I. The economies were mobilized, more 
than 55 percent of the world gross national prod- 
uct was directed to the war effort, and, if trade 
can be spoken of, it was mostly shipments of arms 
(and other resources) from one side of the world 
to the other. After the end of the war and the near- 
total destruction of Europe and Asia, a new world 
order was established in the political arena, ne- 
cessitating a new trade environment. 


THE POST-1945 COLD WAR 


Although the struggle between the Eastern and 
Western blocs was called the “Cold War,” no ac- 
tual war (which is considered a “hot war”) broke 
out between United States and the Soviet 
Union. Instead, they fought via proxy in small 
conflicts, such as the civil wars in the develop- 
ing world and, at the same time, engaged in a 
trade war. The first man to analyze the coming 
conflict between the two superpowers was an 


attaché to the U.S. State Department in the U.S. 
embassy in Moscow, George Kennan. Kennan 
encompassed a policy framework for dealing 
with the emerging Societ Union under the broad 
term “containment.” 

Four principles guided U.S. foreign policy 
during that period: deterrence, containment, 
commitment to intervene, and the establishment 
of “liberal” international economic conditions. 
These principles had several implications for glo- 
bal trade. The first was the establishment of re- 
gional economic treaties, which were meant to 
establish alliances as well as to promote free- 
market capitalism. The second was the creation 
of international trade and financial institutions 
(the International Monetary Fund and the World 
Bank), which had heavy U.S. involvement. The 
United States also aided its allied countries di- 
rectly through various foreign aid programs, such 
as the Marshall Plan and the U.S. Agency for In- 
ternational Development. In an attempt to block 
communist influence in the Third World, the 
United States gave financial support to pro- 
Western regimes and guerrilla groups, some of 
which were not democratic (e.g., in Argentina, 
Chile, Iran, and South Vietnam). 

The Soviet Union controlled the markets of 
its satellite states in Eastern Europe, making them 
primary trade partners and preventing them from 
trading independently with the West. The Soviet 
Union also used these satellite countries to trade, 
when it was not comfortable being directly in- 
volved. The Soviet Union also shipped aid to its 
supporters in the developing world (some of 
which were actually blatantly anticommunist; 
their governments jailed members of trade unions 
and communist parties, for example, Egypt un- 
der Gamal Abdel Nasser). 

The decolonization struggles, which began in 
Latin America in the late eighteenth century (with 
the weakening of the Spanish empire) and cul- 
minated in the post-1945 national liberation 
movements, were more than simply the out- 
growth of Europe wanting to control the re- 
sources of the colonies. In many cases, despite the 
achievement of political independence, depen- 
dency on the European powers continued at the 
economic level, with the Europeans maintaining 


mining or trading monopolies on the resources 
of the postcolonial states. Moreover, most of the 
postcolonial history of the post-1945 new states 
was directly affected by the Cold War, and an al- 
liance with one of the sides in the U.S.-Soviet con- 
flict had implications for the trade relations of the 
country. 

In particular, the Arab-Israeli conflict was a 
front in the larger competition between the two 
superpowers. Both the Soviet Union and the 
United States were involved in arms shipments 
and oil interests in the region, as well as in other 
trade interests, which were related to the Arab- 
Israeli wars. Countries that signed peace agree- 
ments with Israel, such as Egypt, received military 
and economic aid from the United States (Egypt 
is the second-largest recipient of U.S. foreign aid, 
with $1.8 billion each year). 

The Cold War ended for economic reasons. 
The Eastern bloc could not achieve the same eco- 
nomic standards as those reached by Western 
countries. The political and economic repression 
crumbled the authority of the state, which 
brought about economic stagnation to the point 
that the Soviet Union was dependent on im- 
ported American wheat. To reverse this stagna- 
tion, Mikhail Gorbachev, the Soviet leader, 
initiated a series of political and economic reforms: 
glasnost and perestroika. The reforms led instead 
to the collapse of the Eastern bloc, the liberaliza- 
tion of the Eastern economies, and finally the end 
of the Cold War. 


Nadav Gablinger 


See also: Capitalism; Cold War; Mongol Invasions; Napole- 
onic Wars; World War I; World War II. 
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WARS FOR EMPIRE 


Also known as the Imperial Wars and Colonial 
Wars, these were a series of wars fought be- 
tween France, Britain, and Spain in Europe 
and elsewhere from 1689 to 1763. 


In addition to being disputes over domestic poli- 
tics, including rivalry over the monarchy, the Wars 
for Empire were part of a continuous battle by 
France, Britain, and Spain to control trade and 
colonial territories in the New World: there was 
the lucrative fur trade in Canada, sugar in the Car- 
ibbean, and pepper, cotton, and tea in India. 
These wars are known by different names in 
Europe and North America. In North America, 
the wars often took the name of the British mon- 
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archy and were known as: King William’s War 
(1689-1697) or the War of the League of Augsburg 
in Europe; Queen Anne’s War (1702-1713) or the 
War of the Spanish Succession; King George’s War 
(1739-1748) or the War of the Austrian Succession; 
and the French and Indian War (1754-1763) or the 
Seven Years’ War. 


KING WILLIAM’S WAR 


King William’s War arose over France’s attempts 
to control Europe. The French king saw Britain, 
Holland, Spain, and their colonies forming an al- 
liance against France and its colonies. In North 
America, this war was fought between Britain and 
France in New England. Both the French and Brit- 
ish sought the Native Americans as allies in this 
conflict. The French had more success at secur- 
ing Native Americans as allies than the English, 
who were often refused by the Iroquois in par- 
ticular. For instance, in 1692 when urged to at- 
tack the French, the Iroquois response was one of 
contempt and doubt over the ability of the insti- 
gators to wage war. 

Historian Gary B. Nash argues that Iroquois 
involvement in this conflict was solely for self- 
interest, and they played European nations 
against one another when it best suited them. The 
Native Americans were critical in this conflict be- 
cause they were the most familiar with the mas- 
sive territory. The harsh weather, the prevalence 
of disease, and limited access to transportation 
and supplies made the use of normal military tac- 
tics in this environment difficult. The British made 
three attempts to uproot the French from Port 
Royal, Nova Scotia, and Quebec. They were able 
to seize Port Royal in 1690 through the efforts of 
New Englanders led by William Phipps. The at- 
tack on Quebec by New England forces was the 
main battle in North America. 

Peace negotiations in Europe started in 1696, 
but they soon broke down. Talks mediated by the 
king of Sweden resumed in May 1697. However, 
it was not until October that the Treaty of Ryswick 
was signed to secure peace between France and 
Britain, Holland, and Spain. The treaty basically 
stated that seized lands had to be returned. France 
therefore regained Nova Scotia. Louis XIV of 


France also agreed to discontinue backing James's 
claim to the British throne and in so doing recog- 
nized William as king of England. 


QUEEN ANNE’S WAR 


Fought by Britain, Holland, and their colonies 
against France, Spain, and their colonies from 1702 
to 1713, the War of Spanish Succession began over 
a dispute between Austria and France concern- 
ing who should succeed the Spanish throne. The 
French candidate was the duke of Anjou, who was 
also in line for the French throne. Great Britain 
and Holland perceived the possibility of a united 
France and Spain as a threat to their security. 
Queen Anne’s War was the name given to the 
North American aspect of the conflict, which 
lasted from 1702 to 1711. Both sides in the war in 
North America had Native American allies. 

Like the previous conflict, Queen Anne’s War 
was essentially a number of attacks during the 
winter on several British frontier settlements. 
Massachusetts’s attempt to take Port Royal in 1707 
failed. Britain tried to support the war effort in 
1709 by dispatching a flotilla comprising 60 ships 
and an armed force of 5,000. In 1710, colonists cap- 
tured Port Royal again, but it was returned to 
France in 1713. In 1711, the British failed to cap- 
ture Quebec. During this assault, several thou- 
sand soldiers drowned in an accident on the St. 
Lawrence River. Boston merchants holding con- 
tracts to provide supplies benefited from these 
failed assaults. 

Queen Anne’s War ended with the signing of 
the Treaty of Utrecht, also called the Peace of 
Utrecht, in 1713 and the Treaty of Rastatt in 1714. 
The treaties signaled the end of French expan- 
sionism and the emergence of Britain as the lead- 
ing colonial power. Under the terms of the treaty, 
Louis XIV of France recognized Queen Anne as 
the British sovereign and withdrew his support 
of James Edward, the son of the deposed King 
James II. France ceded to Britain the Caribbean 
island of St. Kitts, the Hudson Bay, Newfound- 
land, and Nova Scotia, with its abundant fishing 
grounds. The Treaty of Utrecht ignored some re- 
alities of what was happening on the southern 
frontier, but it provided a peace that allowed the 


British colonies to expand westward and diver- 
sify the economy. After Utrecht, expansion west 
of the frontier continued, thereby increasing both 
trade and the population. Britain and Spain also 
concluded the Asiento Agreement (1713), which 
granted Great Britain the exclusive right to im- 
port African slaves to Spanish America for the next 
thirty years. In addition, Great Britain gained con- 
trol over Minorca and Gibraltar. Control over the 
island of Sicily was transferred from the Spanish 
to the Austrian emperor as compensation for the 
wat. 


KING GEORGE’S WAR 


King George’s War (also called the War of Aus- 
trian Succession) started in the Caribbean in 1739 
between Britain and Spain and was fought mostly 
on the high seas. In Europe, a number of peace 
agreements over claims to territories and succes- 
sion problems had been infringed, and this caused 
an uneasy peace. Britain and France were com- 
peting for territories in the New World, while 
France, Prussia, and Austria were fighting to con- 
trol central Europe. In 1743, an anti-French coali- 
tion was established involving Britain and Austria. 
France then turned to Spain for help in forming 
the Family Compact. 

The war started in North America in 1744 
when the French attacked Canso, Nova Scotia, a 
British-controlled position. French troops tried 
unsuccessfully to regain control of Port Royal. In 
this conflict, like the other wars for empire in 
North America, Native Americans formed alli- 
ances with both the British and the French. The 
only major gain for the British during this war 
was the capture of the French fort of Louisburg 
on Cape Breton Island in 1745 by New England 
forces under the leadership by William Pepperrell, 
a wealthy merchant from Maine. British colonists 
in New England and New York had despised the 
French much more than their colleagues else- 
where in the American colonies. They were par- 
ticularly concerned that the French stronghold at 
Louisburg, where privateers harbored, was en- 
dangering their maritime activity. 

During the earlier wars for empire, Britain had 
asked Americans to defend the colonies and some- 
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times to attack French-occupied Canada. After the 
beginning of the War of Jenkins’s Ear, which was 
a prelude to King George’s War, Britain began de- 
ploying troops comprising American colonists 
outside the Americas. It was clear by the mid-eigh- 
teenth century that the Americans and the Brit- 
ish soldiers saw themselves as representing 
distinct nations. The assault on the Spanish Main, 
for example, revealed this growing differentiation 
between the Americans and the British. 

King George’s War was concluded at a con- 
gress held at Aix-la-Chapelle, France, on April 24, 
1748. The result of this peace was the Treaty of 
Aix-la-Chapelle, which was signed on October 18, 
1748. Britain and France negotiated the treaty, with 
the other powers following their lead. The terms 
of the treaty called for the restoration of conquered 
territories, which compelled the British to return 
Nova Scotia to France. This act effectively nulli- 
fied what had been hailed as the biggest victory 
American troops had achieved to that point. 
American anger over this forced London to reim- 
burse the colonial governments for the costs in- 
curred in staging the attack on Louisburg. 


THE FRENCH AND INDIAN WAR 


The French and Indian War was actually the first 
part of the Seven Years’ War, a conflict in which 
Britain and Prussia opposed France, Spain, and 
Austria. The conflict was the result of attempts 
by France to maintain its grip on what was a 
shrinking colonial empire. In fact, France, Brit- 
ain, and Spain were fighting for control of glo- 
bal trade. 

This war was the last of the wars for empire 
that involved the American colonies. In these colo- 
nies, the contest was one between Britain and 
France, with both sides having Native Americans 
as allies. The Native Americans were primarily 
interested in protecting their sovereignty as well 
as having continued access to guns and other 
goods they traded with the British and French. 

Accounts of this conflict usually identify five 
phases. The first phase took place in 1755, when 
the 1,300 British forces under Edward Braddock 
lost control of the Ohio Forks on July 9. The regu- 
lars and Virginia militia were beaten when French 
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and Indian soldiers ambushed them as they were 
trying to stage an attack on Fort Duquesne. On 
October 8, Robert Monckton’s 2,150 men won 
control of Acadia. In the process, they sent some 
15,000 French Catholics into exile. 

The second phase of the conflict ran from 1756 
to 1757 and surrounds the military leadership of 
John Campbell, the fourth earl of Loudoun and 
the commander in chief of the British forces in 
America, and Louis Joseph Marquis de Montcalm, 
the French official in charge of Quebec. During 
this phase, on May 18, 1756, Britain officially de- 
clared war on France. The French under Montcalm, 
along with Native American allies, attacked the 
borderlands or backcountry, killing hundreds of 
settlers. Montcalm’s troops went on to capture two 
important positions: Oswego and Fort William 
Henry. At this juncture, a French victory seemed 
imminent. 

Many historians agree that the turning point 
in this conflict came when William Pitt took com- 
mand of the war in 1757. The third phase occurred 
in 1758, when Pitt changed British policy and al- 
located extremely large sums of money to the war 
effort. This expenditure allowed Britain to dis- 
patch what has been described as a massive force, 
one comprising 25,000 colonial troops and 24,000 
soldiers drawn from among the British army. Jef- 
frey Amherst and James Wolfe, the two officers 
Pitt placed in command of the mission, took 
Louisburg on July 26, 1758. This achievement 
therefore allowed them to sever the main source 
of supplies from France to its forces in Canada. 

The major battle during the fourth phase, 
which took place in 1759, was the seizure of Que- 
bec by troops from Britain and America under 
General James Wolfe. Wolfe was able to take Que- 
bec in September 1759, and although he died soon 
afterward, this was the victory that gave Britain 
the lead in the war. It was the effort of Britain’s 
Iroquois allies and Pitt’s decision to make North 
America the main theater of war that helped 
change the course of the war in Britain’s favor. 

The war in North America came to an end 
soon after the British seized Montreal and the 
French governor surrendered in 1760. The sur- 
render did not end the conflict, however; in- 
stead, it served as the beginning of the fifth 
phase. Fighting continued in other theaters un- 


til the signing of the Treaty of Paris on February 
10, 1763. Under this treaty, France granted to 
Britain all of its North American territory east of 
the Mississippi River, Spain ceded Florida to Brit- 
ain, and France transferred control over the Loui- 
siana Territory to Spain in compensation for its 
loss of Florida. The French were excluded from 
the lucrative fur trade and fishing grounds of 
North America as a result of this treaty. The 
French were allowed to continue trading in east 
India for items such as pepper and cotton, but 
were forbidden to establish forts or station troops 
in the region. Consequently, Great Britain con- 
solidated its control over the profitable Indian 
trade. France lost some of its possessions in the 
Caribbean and Africa as well. Britain’s success 
in this war revealed that it was now a dominant 
colonial power. In the aftermath of this war, dis- 
satisfaction in America increased because of 
Britain’s handling of the colonies, the economic 
aspects in particular, such as increased taxes to 
pay for the war. 


IMPACT OF THE WARS 
FOR EMPIRE 


The political boundaries in Europe were hardly 
altered as a result of these wars. However, in 
North America there was some reshuffling of 
colonies, as Britain gained Nova Scotia, New- 
foundland, and the Hudson Bay area. 

In the North American British colonies, the 
treaties that ended these wars often included the 
surrender of territories gained by the colonists 
during the conflicts. The end of the wars also 
brought increased taxes to cover the expenses 
incurred during the wars, inflation, increasing 
application of mercantilism, and trade regula- 
tion. The French and Indian War, in particular, 
provided an arena where the distinctions be- 
tween British and Americans became more ob- 
vious. During the conflict, for example, British 
officers considered the Americans poor soldiers. 
Americans grew to despise British arrogance and 
to question their ability to fight. All of this was 
the antecedent to the colonists’ demand for 
independence. 


Cleve McD. Scott 


See also: American Revolution. 
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WATER 


Central to the existence of life on the planet, 
water has played, and continues to play, a criti- 
cal role in world trade. 


As a vital component to multiple human endeav- 
ors, water’s role in history is as ubiquitous as its 
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presence on the planet. At the most basic levels 
of human enterprise, water in the ancient world 
was a key to regional and international trade in 
two key areas. First, irrigated agriculture under- 
wrote urban civilizations in the Nile, Tigris- 
Euphrates, and Indus River valleys. Second, water 
was both a means of conveyance and a key factor 
in the selection of trade routes. Riverine and oce- 
anic commerce were vital components of the an- 
cient world. Phoenicians, Greeks, Romans, 
Egyptians, and other Mediterranean peoples es- 
tablished commercial relationships that Ottoman 
and Italian merchants pursued in the fifteenth 
and sixteenth centuries. Similarly, Arab, Chinese, 
Japanese, and Polynesian merchants were actively 
involved in maritime commerce in the Indian and 
Pacific Oceans. Also, human and animal needs 
for potable water dictated overland trade 
throughout much of Africa, Asia, and the Middle 
East. 

Today, world trade still relies on water as a 
component of both agriculture and transport. 
Although irrigation and crop science has greatly 
reduced water demand, agribusiness consumes 
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Before the advent of modern modes of land transportation such as the railroad, water transport was the only way to move bulk commodities 
economically. As this cattle barge on the Yukon River from the late nineteenth century shows, water transport remained economically 
competitive even after the advent of the railroad. (Library of Congress) 
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vast quantities of water derived from surface and 
subsurface sources. Similarly, barges ply the 
world’s rivers, carrying millions of tons of cargo; 
containerized cargo vessels and oil supertank- 
ers link distant markets, carrying much of the 
world’s petroleum and other products. The role 
of man-made waterways and the human recon- 
struction of natural watercourses has been a sig- 
nificant feature of the past 200 years. Major canals 
now link many of the world’s seas and oceans. 
The Suez Canal (1869), linking the Mediterra- 
nean and Red Seas, the Kiel Canal (1895), join- 
ing the North and Baltic Seas, and the Panama 
Canal (1916), bridging the Atlantic and Pacific 
Oceans, continue to have profound impacts on 
international trade. 

Three final aspects of water’s role in interna- 
tional trade are best seen in the light of the Indus- 
trial Revolution and the subsequent international 
market economy it supported. First, hydropower 
was, and remains, a major energy source. Free- 
flowing water drove water wheels that in turn 
drove milling and textile enterprises in the nine- 
teenth century; impounded water behind larger 
and larger dams generated electricity for the twen- 
tieth century. Second, abundant, reliable, and safe 
water supplies became prerequisites of major ur- 
ban centers directing international trade. Citizens 
and businesses in London, New York, San Fran- 
cisco, and Tokyo demanded, and received, water. 
Given the escalating demands of multiple eco- 
nomic sectors, by the early twentieth century 
water became a commodity to be bought, sold, 
and contested in both national and international 
markets and courtrooms. Finally, water is at the 
epicenter of world saltwater marine habitats vital 
both to the world fishing industry and the global 
environment. In this final regard, water remains 
not only critical to the engine of commerce, but 
also to the enterprise of human existence. 


Robert Rook 


See also: Egypt; Suez Canal. 
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WEALTH 


Defined as stores of income. 


Wealth comprises physical and human assets that 
make it possible to transform raw materials and 
energy into production and income. The U.S. Bu- 
reau of Economic Analysis periodically estimates 
the fixed reproducible tangible wealth (stock of 
privately owned and government-owned durable 
equipment and structures, and of durable goods 
owned by consumers). These estimates are con- 
sistent, definitionally and statistically, with the 
national income and product accounts. 

The country’s capital stock consists of fixed 
private capital and fixed government capital. 
Wealth is an indicator of a country’s capacity to 
generate income to its citizens and to discharge 
international debts. One aspect of wealth is the 
generation of it; another is the distribution of it. 
The main purpose of political economy as under- 
stood by the classical economists was to investi- 
gate the consequences of a competitive struggle 
for wealth, with respect to both its distribution 
among individuals and social classes and its ef- 
fect on the development of the system as a whole. 
To a certain extent, economic analysis evolved 
from attempts to discover a standard by which 
wealth can be measured. 


APPROACHES TO 
MEASUREMENT OF WEALTH 


Political economist William Petty and economic 
theorist Richard Cantillon thought that the mea- 
sure of wealth is the “amounts” of land and labor 
that entered into the production of things. Such 
an approach perceives wealth as tangible posses- 
sions. In The Wealth of Nations, Adam Smith ar- 
gued that wealth was not “measured by gold or 
silver, but by labor that all the wealth of the world 
was originally purchased . .. and its value, to those 
who possess it and who want to exchange it for 
some new productions, is precisely equal to the 
quantity of labour which it can enable them to 
purchase or command.” 

Later, the “utility” or “subjective” approach to 
measurement of wealth and value appeared to be 
a solution to the challenges of the “objective” theo- 


ries of wealth. The emphasis on the psychologi- 
cal valuation of wealth gave answer to questions 
like the water-diamond paradox, where you have 
the less instrumental good with substantially high 
price. However, as the late Robert Heilbroner 
pointed out, since marginal utility is a direct func- 
tion of scarcity, its adoption as the metric of wealth 
“entailed the awkward conclusion that wealth as 
asum of enjoyments and conveniences might well 
increase as a consequence of the diminution of 
material abundance.” This leads to the necessity 
to distinguish between individual and commu- 
nal wealth, because the utility approach deals only 
with individual wealth. 


COMMUNAL VERSUS PRIVATE 
WEALTH 


A distinction between communal and private 
wealth has been made for two major types of con- 
siderations. The first argument is that since indi- 
vidual wealth in the form of financial and tangible 
assets represents claims to physical assets held by 
someone else, adding up all individual wealth 
leads to counting some items twice and cannot 
lead to a proper measurement of the total com- 
munity wealth. It is argued then that to arrive at 
national wealth, one must deduct from the total 
of individual wealth those items that represent 
claims against wealth held by others, such as stocks 
and bonds. 

The second type of consideration stems from 
some authors’ distinction between “wealth” and 
“ownership.” For John Commons, “wealth is use- 
values which increase with abundance. Assets are 
the ownership of scarcity-values which decrease 
with abundance.” Ownership, according to Com- 
mons, means power to restrict abundance to main- 
tain prices. While the material things arise from 
the power to increase the abundance of things 
through efficiency in production, ownership of 
assets arises from the power to restrict the abun- 
dance of resources. 

These lines of thought can be found in 
Thorstein Veblen’s analysis of “sabotage of pro- 
duction” and are consistent with Heilbroner’s 
conclusion that “[t]he crucial element in the con- 
ception of wealth lies in the historical advent of 
the institution of property, construed as the right 
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to exclude others from the material or other re- 
sources to which legal title has been gained.” 
Thus, while certain individuals may see their 
wealth increasing, it is not necessarily true that 
the community’s wealth is increasing, because 
there is still the problem of distribution. 


TRENDS IN THE DISTRIBUTION 
OF WEALTH 


James Sturm, Edward Pessen, and Lee Soltow 
have documented wealth inequalities between 
1800 and 1860 for different regions. It is estimated 
that in 1929 the richest 1 percent owned almost 
43 percent of all wealth. During the 1970s, the pro- 
portion of wealth going to the top 1 percent de- 
clined, but then began to rise during the late 1970s 
and early 1980s. Wealth inequality, as reported by 
Edward Wolff, has been rising in the United States 
since 1989. The number of households worth $1 
million or more, $5 million or more, and especially 
$10 million or more surged during the 1990s. 

The average wealth of the poorest 40 percent 
fell by 76 percent between 1983 and 1998. At the 
same time, the debt-to-equity ratio was also much 
higher among middle-income households in 1998, 
at 60 percent (0.51), than among the top 1 per- 
cent (0.03) or the next 19 percent (0.13). Despite 
the widening ownership of stock (48 percent of 
households), the richest 10 percent still possessed 
78 percent of the total value of these stocks. 

The greatest gains in wealth and income were 
enjoyed by the upper 20 percent, particularly the 
top 1 percent, of the income distribution. Wolff 
documents that, between 1983 and 1998, the top 
1 percent earned 53 percent of the total growth in 
net worth, 56 percent of the total growth in finan- 
cial wealth, and 47 percent of the total increase in 
income. The figures for the top 20 percent are 91 
percent, 89 percent, and 88 percent, respectively. 


WEALTH IN THE CONTEXT OF 
THE WORLD ECONOMY 


In the global economy, money and liquid securi- 
ties are the primary vehicles to transfer accumu- 
lated purchasing power over time. Most countries, 
especially the least developed ones, try to accu- 
mulate large reserves of hard currencies such as 
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the U.S. dollar. They try to do so by increasing 
their exports and reducing their imports, which 
leads them to specialize in less capital-intensive 
products, such as agricultural products. Sadly, 
these commodities have seen their prices continue 
to fall over the past five decades, thus leading to 
less in export revenue and dollar reserves for de- 
veloping countries. A rising foreign debt burden 
that increases even further the growing gap in 
wealth distribution among nations. 


Zdravka Todorova and Fadhel Kaboub 


See also: Smith, Adam. 
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WEAPONS 


Devices used to injure or kill an opponent. 


Until the nineteenth century, difficulties in obtain- 
ing the raw materials needed to manufacture 


weaponry significantly limited the commercial 
trade in armaments. For instance, during the Pale- 
olithic era, siliceous stones, which are capable of 
being flaked and fashioned into weaponry, includ- 
ing spears, arrowheads, and knives, were readily 
accessible in the river gravels of modern-day south- 
eastern England and northwestern France, but no 
deposits were available to populations living in 
what is now Scotland, the northern English coun- 
ties, and many parts of northern Europe, includ- 
ing Sweden, Norway, and Denmark. While 
prehistoric humans routinely produced flint for 
weapons on a commercial basis, the production of 
weapons during the Bronze and Iron Ages was 
slowly concentrated into a small number of skilled 
craftsmen who supplied armies with weaponry. 


EARLY ARMAMENT 
PRODUCTION 


As political and commercial centers formed 
throughout Asia and Europe, political and mili- 
tary authorities recognized the need to further 
centralize the production of armaments and to 
limit the commercial sale of weapons. For instance, 
the Roman army operated a network of arms fac- 
tories designed to limit the distribution of weap- 
ons and produce uniform military equipment. In 
the eighth century, the production of gunpow- 
der in China was brought under state control and 
in Europe, Charlemagne, the king of the Franks, 
centralized production facilities for armaments 
and limited the distribution of some military 
equipment, such as chain mail, to allied armies. 
By the early fourteenth century, several states 
invested considerable portions of their military 
budget in the production of costly artillery pieces, 
including cannons, some as long as fifteen feet 
and weighing as much as sixteen tons. The in- 
creased cost in producing military equipment, 
especially expensive cannonry, and the central- 
ization of weapons factories encouraged the 
growth of state arsenals, which were centered in 
urban areas, such as Dijon or Paris. The produc- 
tion of firearms was also largely controlled by 
most states, including Great Britain, where small 
arms were produced in the Tower of London. 
Still, the commercial trade of weapons was es- 
tablished in a number of jurisdictions that lacked 


strong central governments. By the fifteenth cen- 
tury, small German states permitted gunsmiths to 
sell weapons, including handheld guns, to private 
individuals and neighboring armies. Larger arma- 
ments were also commercially traded. In the early 
sixteenth century, the bishopric of Liege, a small, 
independent feudalistic territory, produced the 
best, and cheapest, weapons in Europe. 

During the seventeenth century, the Nether- 
lands dominated the arms trade markets. Large 
deposits of iron ore in Sweden also contributed 
to commercial sales of weaponry, especially the 
exportation of heavy artillery to most European 
states. Still, many states lacked the technological 
means to produce or trade arms. At the outbreak 
of the American Revolution, the colonies pos- 
sessed almost no capacity for manufacturing small 
arms and depended exclusively on imports from 
Great Britain. Despite the efforts of several colo- 
nial governments to organize armories, the situ- 
ation remained desperate until the U.S. Congress 
recognized the threat that the lack of an Ameri- 
can small-arms industry posed to the security of 
the newly founded United States of America. In 
1794, the U.S. Congress, emulating the European 
model of state-owned armories, financed the con- 
struction and operation of a federal armory in 
Springfield, Massachusetts. 


INDUSTRIAL REVOLUTION 


By the early 1840s, the state arsenal system was 
under threat by commercial forces released by the 
Industrial Revolution. Large-scale engineering 
advances, improvements in production facilities, 
discovery of enormous supplies of coal, and steam 
power provided entrepreneurs with the ability 
to produce armaments more cheaply than state- 
owned facilities. Recognizing the merits of ad- 
vances introduced by wealthy industrialists, Great 
Britain subsidized the construction of weapons 
factories owned by William Armstrong, a maker 
of hydraulic equipment, and his English competi- 
tor Joseph Whitworth, who produced rifled 
weapons and artillery. European manufacturers, 
such as the Essen-based steel-maker Alfred 
Krupp, also constructed factories for the produc- 
tion of armaments. By the end of the nineteenth 
century, Krupp firearms equipped many Euro- 
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pean armies. In the United States, private firms 
introduced a number of innovations that attracted 
buyers in Europe. For instance, small manufac- 
turers in the Connecticut River valley introduced 
interchangeable parts for weaponry that elimi- 
nated much of the need for handcrafting weap- 
ons and allowed for greater consistency in the 
production process. 

Despite the growth in commercial trade in 
weaponry, some states, such as Austria, France, and 
Russia, continued to manufacture firearms and 
artillery under the state arsenal system and lim- 
ited the sale of weapons to allied states. After World 
War I, metallurgical, chemical, and mechanical in- 
dustries throughout Europe introduced many in- 
novations that increased commercial sales of 
armaments across Europe. Despite increasing ten- 
sions between European states, some trade in ar- 
maments was loosely regulated. Between the wars, 
British firms sold hundreds of aircraft engines to 
German firms, which were analyzed by German 
firms and redesigned to fit German aircraft de- 
ployed against British forces in World War II. 

Technological advances during the early years 
of World War II improved mass production tech- 
niques and produced more effective and stan- 
dardized weaponry. This provided the United 
States with the capability to manufacture and 
trade an enormous amount of armaments with 
Great Britain and the Soviet Union, and revive 
the U.S. arms industry, which was shattered by 
the Great Depression. After World War II, the 
United States remained a world leader in provid- 
ing armaments to noncommunist states. With the 
onset of the Cold War, the United States made a 
clear distinction between foreign military sales, 
where the Pentagon is the intermediate negotia- 
tor, and direct commercial sales, where a company 
directly negotiates with its buyer, in which case 
the company needs a license from the State De- 
partment. This limited sales of armaments to many 
states, especially neutral countries, such as India. 


LATE TWENTIETH-CENTURY 
DEVELOPMENTS 


The changing character of the international politi- 
cal scene at the conclusion of the Vietnam War in 
1975 directly influenced the global arms trade. By 
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the mid-1970s, arms sales to Southeast Asia had 
declined and weapons sales had increased to the 
Middle East. At this time, Western suppliers domi- 
nated Latin American markets, and the Soviet Union 
dominated weapons sales to Cuba, Eastern Europe, 
and sub-Saharan Africa. While the United States 
maintained a two-to-one lead in weapons sales over 
the Soviet Union, many nonaligned states preferred 
to purchase Soviet combat aircraft and tanks. 

By the late 1970s, the leaders of some Latin 
American countries saw the establishment of weap- 
ons industries as a means of promoting develop- 
ment, modernization, and commercial trade. 
Although several Latin American arms produc- 
ers sought to attain true self-sufficiency, includ- 
ing indigenous design, and production of 
armaments, most of the light weapons produced 
in the region were derived from designs devel- 
oped in the United States or Western Europe. The 
dampening of tensions between the Soviet Union 
and the United States also affected the commer- 
cial arms trade. By the mid-1980s, ideology was 
no longer a determinant, and military officials 
from the Middle East and North Africa routinely 
visited arms bazaars to select suppliers and pur- 
chase sophisticated military equipment. 

After the fall of the Soviet Union in 1991, a 
number of countries devoted a smaller portion of 
their state budgets to the purchase of military 
equipment. While sales declined for a number of 
states, including Afghanistan, Cuba, Syria, Iraq, 
and North Korea, significant contracts for fighter 
aircraft and dual-use goods, such as computers 
and telecommunications equipment, were signed 
with Turkey, Saudi Arabia, Kuwait, India, and 
South Korea. Since the end of the Cold War, the 
U.S. defense sector has dominated the world 
market, assisted by a number of corporate re- 
structurings and acquisitions of smaller defense 
firms. While state controls over some sectors of 
the arms industry are less restrictive, including 
small arms sales, other areas, such as missile tech- 
nology, remain restricted. Even in the twenty-first 
century, the age-old pattern for weapons trade 
holds true: The sensitive nature of some arms sales 
still governs the commercial trade of weapons. 


Trifin J. Roule 


See also: United States. 
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WEIGHTS AND MEASURES 


A system of standard measures to determine 
mass and volume for the purpose of trade. 


Weights and measures have been used since an- 
cient times. Civilizations dating back to 8000 B.c.z. 
used methods to determine the equivalency rates 
for specific goods that were traded. Around 2500 
B.c.E., Indian merchants began using various 
methods to weigh goods, and the concept then 
spread to the Middle East. Early records indicate 
that the amount a man could carry was initially 
used to determine the volume and value. As civi- 
lizations such as the Babylonians and the ancient 
Egyptians developed written records for taxation 
purposes, the rulers decided that weights and 
measures required standardization. Of particu- 
lar importance were measurements used for the 
construction of buildings and the trading of vari- 
ous goods in a barter economy. 

Since the easiest way of measuring was to use 
parts of the human body, the forearm, the hand, 
or the finger often defined a measurement of 
length. Pottery was used commonly throughout 
the ancient world, but since different cultures, and 
for that matter, different potters, created contain- 
ers that varied greatly in size, it was difficult to 
establish a standard. For this reason, pottery was 
filled with seeds to determine its volume so that 
a standard for exchange could be established. 
Grains of wheat or barleycorn were used to de- 
termine the weight of gold and silver. Gems such 
as diamonds were weighed using the carob seed, 
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Uniform weights and measures are a crucial component of business and consumer trade. 
Shown here is a weights and measures officer testing a London fishmonger’s scales. 


(© Museum of London/Topham-HIP/The Image Works) 


thus resulting in the measurement of carats that 
is still used today. 

The ancient Greeks adopted their system of 
weights and measures from the Egyptians. 
Sources from the golden age of Athens describe 
the use of the Attic foot in accounts of the con- 
struction of the Parthenon. Without using mea- 
surements of length, Greek architecture, as well 
as the Egyptian pyramids, would have been im- 
possible to build. The cubit, although varying 
over time and civilization, represented the length 
of the forearm from the elbow to the tip of the 
middle finger. The cubit was then divided into 
twenty-four parts for accuracy. The Romans used 
the foot measurement, originally found in Egypt, 
but divided it into twelve unciae (inches). Being 
master road builders, the Romans also defined 
the mile as 1,000 paces, with each pace the 
equivalent of 5 feet. The English, under the reign 
of Elizabeth I, increased the length of the mile to 
5,280 feet. 

While grain remained the most commonly 


used item to determine weight and volume, liq- 
uid goods were often weighed in terms of cubit 
feet. Wine and beer would qualify for this form 
of measurement but differences between nations 
and products allowed for the development of dif- 
ferent standards of measurement depending on 
the product. Liquid as well as dry measures con- 
tinued to be used throughout history to the 
present day. The ancient Egyptian liquid measure- 
ment, the hon, was roughly equal to the U.S. pint. 
Dry measures for heavier items were often 
weighed in lead, and consisted of stones, hun- 
dredweights, or tons. The British stone in 2004 
equals 14 pounds and is still used to measure the 
weight of an individual. Tons can be called long 
tons (2,240 pounds) or short tons (2,000 pounds). 

As civilizations adapted the use of currency, 
the need for standardized measures became vital 
as trade values were made more precise. Govern- 
ments determined what the standard would be 
and each culture varied slightly. The major change 
in the world measurement system occurred dur- 
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ing the French Revolution, when the metric sys- 
tem was adopted. Instead of being based on the 
number 12, the metric system is based on the num- 
ber 10. Under the metric system, the meter and 
the kilogram are the base units. France and its al- 
lies switched systems at the end of the eighteenth 
century with the British adopting the system in 
1897. Many British continue to use the pound as a 
measure, although most items, except for the pint 
of ale, have been officially converted to the metric 
system. The United States continues to use the foot, 
yard, quart, and gallon as standard measures. 

The Japanese observed local customs for mea- 
sures until weights and measures were standard- 
ized on March 24, 1891. Land reforms during the 
early Meiji period (mid-nineteenth century) re- 
sulted in a decrease in the land tax. Standardiza- 
tion of weights was designed to compensate for 
this change. 

In the modern world, as in the ancient one, 
trade relies on the scientific measurement of mass 
and volume. Most countries now use on the met- 
ric system. Many products in the United States, 
including tools and soda bottles, are labeled using 
metric units even though the country has not offi- 
cially adopted the system. The movement toward 
adopting the metric system has been gradual, but 
as more multinational corporations serve world- 
wide markets, the trend is likely to continue. 


Cynthia Clark Northrup 


See also: Babylonian Empire; British Empire; Egypt, Ancient; 
French Revolution; United States. 
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WEST AFRICA 
The western portion of the African continent 
engaged in the Atlantic trade. 


West Africa is a region south of the Sahara Desert 
and west of a line drawn southward from Lake 


Chad, the Cameroon Highlands inclusive. Its main 
geographical and historical subdivisions include 
western Sudan and the Guinea Coast. The former 
is derived from the Arabic name “Bilad-es-Sudan,” 
that is, “land of the blacks,” which was used for 
the entire stretch of the open savanna between the 
Red Sea and the western Atlantic coast. It also in- 
cludes the arid strip of the Sahel. Historically, the 
term “Guinea Coast,” or simply “Guinea,” has been 
used for the coastal area and the forest belt in the 
region's hinterland from the Senegal River to the 
southern border of present-day Angola, often di- 
vided into Upper and Lower Guinea. Beyond the 
Senegambia and Sierra Leone, its West African sec- 
tions were earlier referred to as the “Pepper Coast,” 
“Ivory Coast,” “Gold Coast,” and “Slave Coast” to 
denote principal European interests in the region’s 
trade, while the eastern gulf was referred to as the 
Bight of Benin, named after the ancient inland 
empire around Benin City that attracted the atten- 
tion of early Portuguese explorers. 

At present, Benin, Burkina Faso (formerly 
Upper Volta), Cameroon, Chad, Equatorial 
Guinea, the Gambia, Ghana, Guinea, Guinea- 
Bissau, the Ivory Coast (Céte d'Ivoire), Liberia, 
Mali, Mauritania, Niger, Nigeria, Senegal, Sierra 
Leone, Togo, and the Cape Verde Islands are re- 
garded as West African countries, with a total land 
area of 4.9 million square miles and an estimated 
combined population of 240 million. 


TRANS-SAHARAN TRADE 


While the region’s historical great states and com- 
mercial networks date back to earlier periods, their 
first comprehensive accounts emerge only from 
ninth-century Arabic sources. These testify that 
trans-Saharan caravan routes connected West 
Africa to other trading systems and performed an 
integrative function regarding social and politi- 
cal frameworks, provided avenues for a world 
religion (Islam), and conveyed sub-Saharan influ- 
ences to the Mediterranean at the same time. 
On the basis of dominating local resources or 
controlling vital routes, the earliest large-scale 
state formations occurred in the savanna belt, 
specifically in the Senegal basin, around the fer- 
tile inland delta of the Niger bend, and the shores 


of Lake Chad. The partially overlapping states 
of Ghana (eighth to twelfth century), Mali 
(twelfth to fifteenth century), and Songhay (fif- 
teenth to sixteenth century) are among the most 
outstanding medieval empires and are associ- 
ated with Mandé-speaking peoples and an Is- 
lamized court culture. These states were initially 
based on extensive agricultural production and 
the spread of ironworking, while later on they 
were able to take advantage of the proximity of 
the Bambuk and Bure goldfields and the trade 
these attracted. 

Following the Moroccan conquest of Songhay 
in 1591, however, the continued presence of ma- 
rauding armies contributed to the area’s instabil- 
ity into the eighteenth century, even as Timbuktu, 
Kong, Begho, and Djenne remained important 
centers of long-distance trade and Islamic schol- 
arship. The relatively small-scale Bambara and 
other kingdoms later fell to Tuaregs invading from 
the north, partly in response to climatic changes. 
On the eastern fringes around Lake Chad, the 
Kanem and Borno empires rose to prominence, 
profiting from trade and a steady flow of pilgrims 
on a Nile valley—bound route to the Middle East. 
During the precolonial century, the western 
Sudan’s widely dispersed pastoralist Fulbe took 
the lead in indigenous Islamic reform and revo- 
lutions. They overran the predominantly Muslim 
kingdoms of Futa Jalo and the Senegambia in the 
west, as well as Hausaland in the east, where the 
core of the Sokoto caliphate was established by 
the jihad of Usaman dan Fodio and his disciples 
in 1808. Many of the new emirates reached their 
peak of influence immediately before the onset 
of European colonization. 

In the more scarcely populated forest belt, 
Akan obirempon (great men) commanded the nec- 
essary resources for organizing land clearance 
and a rotating cultivation of forest plots, also vi- 
tal for the supply of mining camps or other com- 
mercial enterprises. For the most part, their early 
polities tended to be lineage based, and success 
could be measured in terms of increasing the 
number of followers, often by the importation 
of slaves from the savanna belt. The most pow- 
erful of the Akan states was clearly the Ashanti 
empire. Originally a defensive coalition of seven 
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city-states, it maintained a particularly effective 
and well-controlled communications network in 
the Gold Coast hinterland from the early eigh- 
teenth century. The royal great roads converged 
on the capital, Kumasi, and had a triple ring of 
checkpoints on regional boundaries correspond- 
ing to political distance and cultural divisions. 
Such a management of resources encouraged 
specialization and contained recurrent local re- 
sistance at the same time. The forest belt conditions 
do not appear to have hindered the development 
of extensive empires, as also exemplified by Oyo 
of Yorubaland or Benin of the Edo, while village- 
level organization could also form a viable basis 
of large cultural blocks like that of the Ibo east of 
the Niger. 

Both the volume and value of long-distance 
trade within the African continent stayed above 
that of Euro-American exchanges until the colo- 
nial period. The appearance of new coastal out- 
lets and the rise of a South Atlantic plantation 
system beginning in the late fifteenth century 
still had a profound effect on both state forma- 
tion and dominant cultural patterns on the 
Guinea Coast. The first coastal forts and trading 
posts were established there by the Portuguese 
to short-circuit the trans-Saharan trade in tradi- 
tional items such as hides, ivory, spices, and gold. 
Through the same channels, new staple food was 
also introduced from Asia and America, such as 
maize, cassava, as well as varieties of yams and 
bananas that could sustain greater populations. 

Eventually, a rising demand for slaves in the 
Americas contributed to a significant net de- 
crease of West Africa’s population. Different ar- 
eas and states profited or suffered in varying 
degrees, though: the kingdom of Dahomey (now 
called Benin) to the east of the Volta was appar- 
ently strengthened by revenues from regular 
slave-raiding wars, other communities pros- 
pered from being middlemen in a north-south 
trade, and many Yoruba of the disintegrating old 
Oyo fell victim to raids in a civil war. 


SLAVE TRADE 


Moderate estimates put the total Atlantic slave 
trade at 12 million people sold overseas in the 
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course of four centuries, with about half of them 
originating from West Africa, a region contribut- 
ing an additional number to the trans-Saharan 
route’s 10 million slaves exported over eleven cen- 
turies. This greatest forced migration in history 
not only created large overseas African diasporas 
and caused human suffering, but also had a ma- 
jor impact on the homelands. Immense resources 
were spent on investment of a military nature, 
for either offense or defense, the lucrative trade 
could increase political instability or change de- 
mographic indicators with an effect on gender re- 
lations, while new patterns of conflict could shape 
ethnic or national identities as well. 

The North Atlantic’s undisputed gains from the 
slave trade specifically and the triangular trade in 
general were not solely of a financial nature, but 
may also be translated to individuals’ or corporate 
entities’ political power and influence on their 
states’ overseas commitments. Dynastic trading 
partnerships also provided access to new strategic 
resources, such as palm or peanut oil lubricants, 
which increased the efficiency of industrial machin- 
ery. Abolishing the external slave trade at the end 
of the Napoleonic Wars also remains ambiguous. 

While the value of external trade recovered 
by the 1820s, the main items and the profiting re- 
gions have changed considerably. Even as the Si- 
erra Leone, Liberia, and Gabon colonies were 
founded to resettle freed African captives from 
1787, surplus slave populations and an increas- 
ing number of migrant laborers were put to work 
on plantations producing cash crops for the “le- 
gitimate commerce” promoted as a civilizing in- 
centive. Alternative networks to the state often 
developed these resources and their trade. A Cre- 
ole elite could enjoy prosperity and political in- 
fluence until the rise of monopoly companies in 
the closing decades of the nineteenth century. The 
brief period of direct colonization by Britain, 
France, Germany, and Portugal eventually 
brought programs of European-managed mod- 
ernization and infrastructure investments as well, 
yet these were essentially exploitative, mobiliz- 
ing imperial resources in the context of the world 
wars and for overcoming the effects of economic 
depression at home. 

After independent states had been established 
between 1957 and 1985, most built up large for- 


eign debts to finance ambitious modernization 
programs, inefficient state management of the 
economy, trade balance deficits arising from de- 
pressed prices of monoculture export articles, or 
the costs of military conflict. Civil wars have fre- 
quently ravaged countries, arising partly from ten- 
sions within or across the artificial colonial 
boundaries inherited, as illustrated by the Biafran 
war in Nigeria or Nigeria’s dispute with Cameroon 
over coastal border areas. 

The region is currently undergoing a moder- 
ately successful economic integration experiment 
in the framework of the Economic Community 
of West African States. Its member states can boast 
important resources: Nigeria is among the lead- 
ing oil-producing countries, Ivory Coast and 
Ghana account for over 90 percent of the world’s 
cocoa production, and the east Atlantic states 
have vast mineral deposits, while Ashanti gold- 
fields remain one of the few African-controlled 
companies noted on the New York Stock Ex- 
change. At the same time, the region is plagued 
by underdeveloped infrastructure, notably the 
colonial heritage of north-south rail and road 
networks without extensive east-west connec- 
tions between the countries, and in the wake of 
the September 11, 2001, terrorist attacks in the 
United States, air travel has also declined due to 
security concerns. To date, internal trade within 
the bloc remains at a low rate, while the black 
market is estimated to account for an equally large 
turnover. Economic and environmental problems 
persist in the Sahel, and the civil wars of Sierra 
Leone and Liberia, and more recent upheavals 
in Ivory Coast have brought about ambiguous 
records in local crisis management and coordi- 
nated foreign policy. 


Gabor Berczeli 


See also: Atlantic Trade; Gold; Royal Niger Company; Slavery; 
Saharan and Trans-Saharan Trade; Wars for Empire. 
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WHALES 


Large marine mammals that can weigh as much 
as forty tons. There are two major groups of 
whales: the toothed whales (suborder Odonto- 
ceti) and the toothless baleen whales (subor- 
der Mysticeti). 


Toothed whales range in length from four to sixty 
feet. They include the beaked and bottlenose 
whales (family Ziphiidae),; the sperm whale, or 
cachalot (family Physeteridae); the beluga, or 
white whale; the narwhal (family Monodontidae); 
the river dolphins (family Platanispidae) of India 
and South America; and several families better 
knownas ocean dolphins and porpoises. The killer 
whale and pilot whale are types of dolphin. These 
whales can catch fast-moving prey, such as fish or 
squid. They have a single blowhole and a wide 
throat to accommodate large prey. Many species 
navigate underwater using echolocation (sonar). 

Baleen whales are large species, usually over 
thirty-three feet long. They are filter feeders, liv- 
ing on shrimplike krill, plankton, and small fish. 
They lack teeth but have brushlike sheets of a 
horny material called baleen, or whalebone, edg- 
ing the roof of the mouth. With these strainers 
and their enormous tongues, they can separate 
tons of food from seawater. Baleen whales have 
narrow throats and paired blowholes. 

There are three families of baleen: the right 
whale family (Balaenidae), including the bowhead, 
or Greenland whale; the gray whale family 
(Eschrichtidae), with a single species (Eschrichtius 
robustus) found in the North Pacific Ocean; and the 
rorqual family (Balaenopteridae), which includes 
the humpback whale, the sei whale, the minke 
whale, the Bryde’s whale, the fin whale (or com- 
mon rorqual), and the blue whale, which can grow 
to a length of 100 feet and a weight of 150 tons. 

For much of the nineteenth and early twen- 
tieth centuries, whales were hunted for commer- 
cial uses. The New England states of North 
America were major whaling areas during the 
nineteenth century. Provincetown, Massachu- 
setts, was one of the major whaling harbors. The 
migratory patterns of the whales were followed, 
so whaling was done in the Artic and Atlantic 
regions, especially the Caribbean Sea, in depths 
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that were home to a wide variety of cetacean spe- 
cies. During this period, New England whalers 
therefore sailed the Caribbean waters in search 
of humpback whales (Megaptera novaeangliae) and 
sperm whales (Physeter macrocephalus). When a 
whale was sighted, a small boat armed with a 
harpoon was lowered into the water. Sailors 
would harpoon the whale, and after the whale 
was killed, it was pulled alongside the bigger craft 
of around 100 tons and stripped of the blubber, 
which was then taken on board, “tried out” in 
large iron pots over a hot fire on deck, and then 
stored in casts. 

Among the products obtained from whales 
were sperm oil, blubber, ambergris, spermaceti, 
and baleen. Sperm oil is liquid wax, which comes 
from the blubber and from a large cavity in the 
head of the sperm whale. The clear liquid flows 
easily. It can vary in color from yellow to brown- 
ish yellow. Ambergris is a waxlike substance with 
a peculiar sweet odor that is produced in the in- 
testine of the sperm whale. Because it is much 
lighter than water, it floats on the seas. When it 
washes ashore, the masses, usually weighing a 
couple of ounces, appear to be yellow, gray, black, 
or variegated. Ambergris is used as a fixative in 
perfumes. Spermaceti is a solid wax that is ex- 
tracted from the oil. In addition to being a good 
lubricant, it was used in making soap. Whale oil 
was a major fuel before the advent of petroleum. 
Baleen, because it was tough and flexible, was used 
for corset stays, umbrella ribs, and clock springs. 

Whaling was a risky business. Ships were of- 
ten lost at sea as a result of hurricanes. For ex- 
ample, the American whaler George Osborn 
Knowles lost the Arizona in April 1878 and the 
Ellen Rizpah in August 1887 due to hurricanes. 
When the Arizona went down, it had on board 
300 barrels of sperm oil and 40 barrels of whale 
oil. Knowles later launched the Carrie D. Knowles, 
which made sixteen successful voyages between 
1887 and 1904 and secured 5,865 barrels of sperm 
oil before it disappeared as well. 

The whale population is slowly increasing af- 
ter having dipped to near-extinction as a result of 
overhunting. The rebound has been due largely 
to the work of the International Whaling Com- 
mission (IWC), the body that regulates whaling 
worldwide. The IWC has made the killing of 
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Whale hunters harpoon a whale in this nineteenth-century illustration. Wide-scale hunting in the nineteenth and early twentieth centuries 
drove many species of whales to the brink of extinction, leading to an international ban on commercial whaling in the late twentieth century. 
(Library of Congress) 


suckling calves or females accompanied by calves 
illegal. It has also set quotas for its original four- 
teen member nations. Under a 1986 moratorium 
on commercial whaling, whales can be hunted 
only for the subsistence of indigenous peoples and 
for scientific research. The indigenous peoples of 
the Arctic and sub-Arctic, it is acknowledged, re- 
lied on sea mammals, especially whales, as the sole 
source of protein for thousands of years. In some 
societies today, however, whale is still in high de- 
mand and this encourages commercial hunting, 
something objected to by organizations such as 
Greenpeace. In Norway and Siberia, whale meat 
is often used as animal feed. In Asian countries 
where it is a delicacy, a little over two pounds can 
cost as much as $600. 

Most of the six Caribbean countries with a 
vote in the IWC (Antigua and Barbuda; Belize; 
Dominica; Saint Kitts and Nevis; Saint Lucia; Saint 
Vincent and the Grenadines) have sided with Ja- 


pan in support of continued whale hunting in 
exchange for economic aid. Of these countries, 
only Saint Vincent and the Grenadines contin- 
ues whaling. The IWC has agreed on the basis of 
indigenous customs that harpooners on the 
Grenadine island of Bequia can catch no more 
than two humpback whales each year. 

Since the decline of whale hunting, whale 
watching has been growing as a major industry. 
The industry now earns about $1 billion annu- 
ally. Close to 9 million people in nearly 90 coun- 
tries whale watch annually from boats or on land. 


Cleve McD. Scott 


See also: Oil. 
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WHITNEY, ELI (1765-1825) 


Born in Westboro, Massachusetts, and edu- 
cated at Yale University, Eli Whitney revolu- 
tionized cotton production and weapons 
manufacturing. 


In 1793, the year after his graduation from col- 
lege, Eli Whitney became a tutor on a Georgia 
plantation owned by Nathaniel Greene’s widow. 
At this time, he invented a cotton gin that quickly 
and cheaply separated upland (short-staple) cot- 
ton from its seed. Coarser but hardier than long- 
staple cotton, the upland variety had not become 
a significant cash crop because of the time and 
expense needed to remove its sticky seeds from 
the fiber. Using the cotton gin, however, each day 
a single worker could strip the seeds from as much 
as fifty pounds of short-staple cotton. This allowed 
upland cotton to become a profitable crop and to 
spread throughout much of the South’s vast in- 
land areas where long-staple cotton did not grow. 

Cotton thus became the South’s major staple 
crop. Southerners in 1792 had exported only 
150,000 pounds of cotton, but by 1801, the South 
was exporting approximately 20 million pounds, 
and annual production of cotton by 1805 reached 
60 million pounds. This allowed the South to meet 
the growing demand for cotton in New England 
and Great Britain, where as a part of the Indus- 
trial Revolution the mechanization of textile fac- 
tories sped up a change from woolens and linens 
to cotton goods. By 1820, “King Cotton” accounted 
for more than 50 percent of America’s agricultural 
exports. Moreover, the expansion of cotton pro- 
duction raised the value of much southern acre- 
age and increased economic opportunities for 
many southern whites. The spread of cotton, 
however, also accelerated the expansion of slavery 
and further increased the differences between the 
agricultural South and the industrial North. Since 
the cotton gin was easily built and operated, it 
was widely pirated. As a result, Whitney did not 
profit from the patent he received for the cotton 
gin in 1794. 

In debt, Whitney decided to manufacture fire- 
arms, which had a guaranteed market. In 1798, 
he received a government contract to make 10,000 
muskets, though he had no experience making 
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guns. Whitney introduced the new idea of sub- 
dividing the production process into basic tasks 
that inexperienced workers could perform quickly 
and cheaply to construct large quantities of com- 
plex machines out of interchangeable, precision- 
made parts. This “uniformity system” replaced 
the much slower production by skilled craftsmen. 
Whitney crafted what may have been the first 
milling machine, which used sharp teeth and a 
gearlike wheel to cut metal. He also created im- 
proved jigs and forms to guide mechanics’ hands. 
He also developed a greater degree of inter- 
changeability of parts than anyone else previously 
had. But during the decade it took Whitney to 
complete his original contract, he had to use a 
great amount of traditional handcrafted produc- 
tion. Indeed, Whitney never achieved the goal of 
complete mass production. 

Nevertheless, his pioneering efforts, along 
with those of Simeon North, to use interchange- 
able parts in the manufacture of small arms 
helped to modernize the weapons industry while 
also fostering the development of mass produc- 
tion. In short, Whitney, through his ideas and in- 
ventions, played a significant role in transforming 
the economic development of the United States, 
as it emerged as a leading industrial nation by 
the late antebellum period. On January 8, 1825, 
Whitney died at his home in New Haven, Con- 
necticut, probably from prostate cancer. 


Steven E. Siry 


See also: Cotton; Slavery. 
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WINE 


One of the most common drinks consumed by 
poor and wealthy alike in the ancient and 
medieval Mediterranean world and the adja- 
cent lands. 


Wine was the drink of many during ancient times, 
as water was often polluted. With the advent of 


Wine has been a widely traded commodity since ancient times, as 
this second-century relief of a Roman merchant selling amphorae of 
wine reveals. (The Art Archive/Museo della Civita Romana Rome/Dagli Orti) 


Christianity, the church also required regular sup- 
plies of ritual wine. Aside from religious reasons 
(both Christian and Jewish), wine also had medi- 
cal and industrial uses; for example, Byzantines 
soaked cloth in wine to harden it for use as armor 
or used wine to make ink and dyes for making 
stained glass and for coloring gold. 

The history of the wine trade is closely linked 
to the amphorae or large clay jugs used for trans- 
porting liquids. Amphorae originated in the lands 
of Canaan in Bronze-age Palestine and Syria from 
which they spread by way of the Phoenicians to 
become the staple containers for transporting wine 
in the ancient and medieval Mediterranean. Over 
millennia, amphorae were made in various shapes 
and sizes, but always had conical or spherical bases 
and two handles at the neck. The amphora was 
designed to be carried over the shoulder, balanced 
by holding one of its handles with one hand while 
holding its base with the other. For this reason, 
most amphorae did not exceed the weight that 
could be carried by one man (3.9 gallons). In the 
ancient period and to a lesser extent the medieval 
period, many amphorae were stamped with seals 
indicating their provenance, thereby permitting 
scholars to identify wine-producing centers. 

During Hellenic and Roman times, Mediterra- 
nean amphorae were spread as far as Britain in 
the northwest and central European Russia in the 
northeast. Finds of ancient amphorae along the 
Danube, Rhine, Dnieper, and Don Rivers demar- 
cate the key routes by which Mediterranean wine 


entered northern Europe in exchange for Baltic 
amber. The use of amphorae terminated in the sev- 
enth century c.g. in the western Mediterranean. 
When long-distance wine trade resumed in west- 
ern Europe in the High Middle Ages, the wooden 
barrel replaced the amphorae since it was easier 
and safer to transport. In the eastern Mediterra- 
nean-Black Seas region, amphorae were used un- 
interrupted up to the mid-fourteenth century, 
when they were replaced by wooden barrels that 
were used by Italians merchants who came to 
dominate the wine trade throughout the region. 

While Byzantine law prohibited the exporta- 
tion of wine outside imperial territories beginning 
in the mid-sixth century, Greek wine flowed freely 
to lands that were under their political-religious 
sway, for example, southern Italy, the Balkans, the 
Crimea, and Kievan Rus’. From Kievan Rus’, Byz- 
antine wine was reexported beyond the Ortho- 
dox world, for example, to Sweden, Poland, and 
northern Germany. Based on the finds of 
amphorae shards at some 150 sites in Kievan Rus’, 
it appears that Rus’ was the largest single importer 
of Byzantine wine. Most of the wine came to Rus’ 
after its conversion to Eastern Orthodoxy in 988- 
989. Christianization and the subsequent demand 
for ritual wine ensured that it became one of the 
chief Byzantine exports to newly converted lands. 
As with Rus’, the Christianization of other parts 
of northern Europe in the Middle Ages promoted 
the development of a stable wine trade with 
southern Europe. At times, Byzantines used wine 
as a diplomatic tool by boycotting its export to 
belligerent nations. 

In western Europe, the Frisians handled much 
of the long-distance wine trade during the 
Carolingian era, most of which originated in the 
Rhineland-Moselle regions. In the twelfth century 
and later, French wines became common exports 
to England and other parts of western Europe. 


Roman K. Kovalev 


See also: Olives. 
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WOMEN 


The role of women as active participants in 
trade and business has a rich and complex his- 
tory from ancient times to the present day. 


From the earliest times, women have endured in 
trade and in business even as the law envisioned 
men as primary breadwinners supporting fami- 
lies with their right to work central to maintain- 
ing their masculine sense of independence and 
autonomy. Women were viewed as wives and 
mothers, whose economic rights were mainly to 
be supported by a male breadwinner and pro- 
tected by the state from any harm to or interfer- 
ence in that role by employment. 

During ancient and medieval times, women 
remained in the background but still worked and 
produced items for trade. In drawings of cave 
dwellers, there are illustrations of woman mak- 
ing stone utensils, fishing, scraping with antler 
tools, cleaning animal hides, and foraging for 
food. In early Greek civilization, citizen-women 
who worked in trades such as wool and vase 
painting were respected as entrepreneurs. Female 
slaves worked in mines, food processing, and tex- 
tiles. In later centuries, the wives of craftsmen and 
merchants often sent their babies to wet-nurses 
soon after giving birth so they could return to 
work alongside their husbands in the family busi- 
ness. In ancient Gaul, women were allowed to 
work with men as military combatants, construc- 
tion workers, judges on tribal councils, and in 
cattle raising; roles open only to women included 
goldsmiths, prospecters, and priestesses or fore- 
casters. 

An ironic feature of early modern times was 
that a craftsman could not open a workshop if he 
was unmarried, but his widow was able to pre- 


Women have been a major part of the workforce throughout human 
history. Shown here is a woman engaged in bookbinding in New 
York State around the turn of the twentieth century. 

(Library of Congress) 


serve her role as head of the whole workshop. 
Some women managed to keep their positions in 
the crafts and guilds, but this professional free- 
dom in the Middle Ages was increasingly reduced 
as the guild laws began to exclude women from 
learning their crafts, except in lace making, where 
women in the sixteenth century retained a domi- 
nant position. Barbara Uttmann, the wife of a 
wealthy Annaberg patrician in Erzgebirge, Ger- 
many, introduced lace making in her region 
around 1560 and established an expanding and 
profitable industry that employed mostly women. 
Women were also active in the money trade and 
in other forms of trading, such as the cloth trade, 
where Dutch women, especially, appeared in the 
forefront of these types of businesses. 

The Industrial Revolution led to the emer- 
gence of the factory system in which workers 
were brought together in one plant and supplied 
with tools, machines, and materials with which 
they worked in return for wages. There were 
rapid changes in the manufacture of textiles, par- 
ticularly in England from about 1770 to 1830; this 
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soon shifted to the United States, where the tex- 
tile trade depended heavily on women and chil- 
dren in the factories. In the 1860s, entire families 
worked fourteen-hour days in the giant textile 
mills that lined the New England waterfronts, 
especially the coast that extended from Rhode 
Island through Massachusetts and New Hamp- 
shire to Maine. Today, the Industrial Revolution 
National Park in Lowell, Massachusetts, honors 
the women and children who toiled in these mills, 
under dangerous conditions, as the finished prod- 
uct of their labor made the New England textile 
industry a major part of international trade. 
Another trade in the seventeenth and eigh- 
teenth centuries that depended on women for its 
success was bookbinding. Even though machines 
were invented for sewing books, women were still 
employed in many companies to sew them by 
hand, securing the forms to the cords at the back 
of the book. Women also edited newspapers and 
served as printers, working mostly as composi- 
tors, but they were barred from joining the unions, 
a situation that finally changed in 1869, when the 
Typographical Union became the first national 
union to change its constitution to admit women. 


EXPOSITIONS 


In the nineteenth century, among the few ven- 
ues that allowed women to display their ingenu- 
ity and business skills on more than a local scale 
were the international expositions, popularly 
called world’s fairs, which grew out of the medi- 
eval trade fairs. At the Centennial International 
Exhibition in Philadelphia in 1876, there was a 
Women’s Building that displayed items of art, 
crafts, and inventions by women, this represented 
an early achievement in the feminist struggle for 
suffrage and equal rights. At the Glasgow Inter- 
national Exhibition (1888), there was a Women’s 
Industries Section that highlighted accomplish- 
ments, but it was at the 1893 World’s Columbian 
Exposition in Chicago that women first played a 
prominent role at a world’s fair with a building 
that displayed female accomplishments in edu- 
cation, science, and the arts and industry and a 
World’s Congress of Representative Women that 
had a total attendance that exceeded 150,000. 
These culminated in the more condescending 


name of the Palace of Women’s Work at the 
Franco-British Exhibition, London (1908); the 
Women’s World Fair held in Chicago, April 18- 
25, 1925, to demonstrate women’s progress in sev- 
enty industries and sponsored by Grace Coolidge, 
the U.S. first lady; and the rather striking histori- 
cal display in the Women’s Section at the New 
Zealand Centennial Exhibition, Wellington (1939- 
1940), one of the last fairs before World War II. 


WORLD WAR II AND 
ITS AFTERMATH 


One of the lingering images of World War II is 
Rosie the Riveter, the propaganda symbol of 
American women defense workers who put aside 
family responsibilities to take on the traditionally 
male stronghold of heavy industrial work, espe- 
cially in aircraft production, munitions, and ship- 
building, as the range of jobs open to women 
expanded dramatically. This situation actually ex- 


To make up for manpower lost to the war effort, large numbers of 
U.S. women, like this riveter, worked in defense factories during 
World War Il. (Library of Congress) 


isted in other countries as well; early in the war, 
the British government recognized the need for 
child-care facilities if married women were to be 
brought into the workplace. However, segregation 
by sex was still maintained as women’s jobs were 
denoted as “assistant” or “helper.” When the war 
ended, discrimination against women by employ- 
ers, unions, and the government returned “Rosie” 
to the domestic spheres of household maintenance 
and child rearing as male workers returned to 
these jobs. Many women saw no reason why they 
should keep a job in peacetime, but others did not 
wish to relinquish jobs to returning male veter- 
ans. By the 1960s, women began to enter skilled 
trades and professions that had previously been 
closed to them, such as carpentry and electricity. 

On March 29, 1957, the Treaty of Rome, the 
founding document of the European Economic 
Community, was signed; women remain prima- 
rily affected by Article 119 of the treaty, which 
establishes “the principle that men and women 
should receive equal pay for equal work.” The 
article was not adopted in the interests of fair treat- 
ment of women but to prevent unfair competi- 
tion through the use of cheap female labor. When 
social concerns became an issue in the 1970s, this 
article was used as the basis for directives aimed 
at improving working conditions for women. 


UNITED STATES 


One of the first images of women and trade in 
the New World is from an undated illustration in 
the collections of the New-York Historical Society 
that shows Iroquois women at work in a sugar 
camp; these same women taught the art of mak- 
ing maple sugar to subsequent English, Dutch, 
and French settlers of the seventeenth century. 
In the seventeenth and eighteenth centuries, 
several generations lived under the same roof and 
everyone worked. Women often served as teach- 
ers in early “dame schools” in the mid-seven- 
teenth century that involved more than hearing 
the lessons of neighborhood children. Many 
women supervised female jobs, such as teaching 
a girl apprentice how to spin, and kept busy with 
household chores, such as plucking a goose and 
carefully saving the down feathers for a quilt. 
During the American Revolution, farm wives, 
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who were helped by other family members, of- 
ten took their husbands’ place on the farm, while 
their husbands served in the Continental army 
and navy. This pattern was repeated during the 
Civil War, as we learn from the diaries of Mary 
Boykin Chestnut and other women, from both 
the North and the South, whose diaries document 
their activities in taking over traditional male du- 
ties while their men were off fighting the war. At 
the same time, slave women toiled in cotton and 
woolen mills under white supervisors; turpen- 
tine camps and sugar refineries; food- and tobacco- 
processing plants; rice mills; hemp-manufacturing 
plants; foundries, where they put ores into crush- 
ers and furnaces; salt works; and mines, where 
they pulled trams. Many also were lumberjacks 
and ditch diggers. As early as 1800, slave women 
made up half the diggers on South Carolina’s 
Santee Canal, helped build the Louisiana levees, 
and worked on the slave crews that laid track for 
the southern railroads. 


LABOR MOVEMENT 


In 1881, the Knights of Labor extended member- 
ship to women over the age of sixteen; once this 
happened, women joined in great numbers. By 
1886, there were 192 women’s assemblies, and an 
additional number of women joined formerly all- 
male assemblies. Some 50,000 women were mem- 
bers of the knights at its 1886 membership peak, 
approximately 10 percent of all the organization’s 
members but barely 2 percent of the more than 
2.5 million women aged ten years and up listed 
in the 1880 census as gainfully employed. 

Laws and programs were established by 
which the state provided entitlements and oppor- 
tunities to men and women citizens over the 
course of the twentieth century. This started as 
early as 1908 when Muller v. Oregon upheld laws 
limiting women’s hours on the job. 

Other high points include the establishment 
of the Fair Labor Standards Act (1938), social se- 
curity legislation of the New Deal, the creation 
and modification of income tax laws regarding 
marriage, the passage of Title VII of the Civil 
Rights Act of 1964, and the creation of the Equal 
Employment Opportunity Commission in the late 
1960s. 
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Members of the Women’s Auxiliary Typographical Union proudly display their banners—along with the union label—in New York City on 


Labor Day, 1909. (Library of Congress) 


THE WOMEN’S BUREAU, U.S. 
DEPARTMENT OF LABOR 


The Women’s Bureau, part of the U.S. Depart- 
ment of Labor, was established by Congress in 
1920 and is the only federal agency mandated 
to represent the needs of wage-earning women 
in the public policy process. Since 1920, it has 
been meeting this mandate by identifying the 
issues working women care about most and vig- 
orously pioneering research and remedies to 
address them. For example, the Women’s Bureau 
investigated and reported on scores of women’s 
work issues, such as the conditions facing “Ne- 
gro women in industry” in 1922, “older women 
as office workers” in the 1950s, contingent work- 
ers in the 1980s, and nonstandard-hour child 
care options in the 1990s (also known as 
flextime), to name just a few. It regularly pub- 
lishes fact sheets on the status of women work- 
ers as well as resources for addressing workplace 
concerns. 


ENTERPRISING WOMEN 


In late September 2002, fifty of America’s out- 
standing women business leaders joined their 
counterparts from Finland, Lithuania, Estonia, 
and Russia at the Helsinki Women Business Lead- 
ers Summit. This summit provided an opportu- 
nity for participants to exchange business 
practices, build management skills, and develop 
business partnerships among Baltic Rim and 
American business leaders. Bonnie McElveen- 
Hunter, the U.S. ambassador to Finland, hosted 
the summit along with the U.S. embassies in 
Lithuania, Latvia, Estonia, and Russia and the 
Ministries of Foreign Affairs and Trade and Indus- 
try in Finland. 

The summit featured speeches by President 
Tarja Talonen of Finland and President Vaira Vike- 
Freiberga of Latvia. The U.S. Department of State, 
the government of Finland, and other public and 
private entities sponsored the summit. In areturn 
exchange, businesswomen from the Baltic region 


traveled to the United States for meetings with 
their U.S. colleagues and partner companies on 
November 11, 2002, to visit and experience first- 
hand how their counterparts conduct their busi- 
ness management styles, business skills, and the 
American business perspective. The U.S. visit in- 
cluded a two-day educational component at 
Georgetown University, with special events 
scheduled on Capitol Hill, at the White House, 
and at the State Department. 

A week after the summit, the Schlesinger Li- 
brary of the Radcliffe Institute for Advanced 
Study at Harvard University and the National 
Heritage Museum in Lexington, Massachusetts, 
opened the exhibition “Enterprising Women: 250 
Years of American Business,” which reinterprets 
the history of American women and of Ameri- 
can business. 

Organized into five historic sections and en- 
hanced by interactive and evocative settings, such 
as an eighteenth-century print shop, a nineteenth- 
century dressmaking shop, and a twentieth-century 
beauty parlor and corporate office, “Enterprising 
Women’ illuminates and personalizes the nation’s 
transformation from an agricultural and household 
economy to one influenced by industrialization, 
the rise of big business, the emergence of consumer 
culture, and the communications-technology revo- 
lution. Along the way, the exhibition highlights the 
ways in which race, class, ethnicity, geography, 
generation, and social upheaval infused the expe- 
riences of women in business. According to Jane 
Knowles, the project director for “Enterprising 
Women” and the acting director of the Arthur and 
Elizabeth Schlesinger Library on the History of 
Women in America, this exhibition is one of the 
most important research collections in the world 
on women’s history. 

Women represented in this exhibition include: 


* Eliza Lucas Pinckney, who cultivated indigo 
into a major cash crop in colonial South Caro- 
lina and experimented with silk culture. 

* Victorian entrepreneur Rebecca Lukens, who 
took over her deceased husband's ironworks 
and became the only woman iron manufac- 
turer of the era. 

¢ Martha Coston, who was inventor of the Py- 
rotechnic Night Signal. Using her late hus- 
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band’s experiments and scientific contacts, she 
perfected the night flare and sold it to the gov- 
ernment, giving naval superiority to the North 
in the Civil War. 

Lydia Pinkham, who turned a private herbal 
recipe for “female complaints” into a thriv- 
ing family business. 

Beauty and fashion pioneers, such as Madam 
C.J. Walker, Elizabeth Arden, and Hattie 
Carnegie, each of whom went from rags to 
riches marketing cosmetics and clothing to an 
increasingly diverse consumer. 

Olive Beech, who was the cofounder with her 
husband of Beech Aircraft, a pioneering air- 
plane manufacturer spanning the decades 
from aviation’s barnstorming infancy to the 
aerospace age. 

Polish immigrant Ruth Handler, who co- 
founded the Mattel Toy Company and later 
on Nearly Me, a firm that marketed prosthe- 
ses to fellow breast-cancer survivors. 

New economy leaders, represented by Meg 
Whitman, the chief executive officer (CEO) 
of the online auction company eBay Inc. and 
the first woman to head an e-commerce site; 
Oprah Winfrey, one of the most influential 
people in popular culture by virtue of her talk 
show and media empire; and Linda G. 
Alvarado, the founder and CEO of a major 
construction company. 


“Enterprising Women” showcases women’s 
considerable contributions to the American suc- 
cess story. “Back in the 1920s when president 
Calvin Coolidge declared that ‘the chief business 
of the American people is business,’ he was not 
thinking about women. But women’s business 
has always been part of America’s business,” 
states Virginia Drachman, the Arthur Jr. and 
Lenore Stern Professor of American History at 
Tufts University, former Radcliffe fellow, and au- 
thor of the book Enterprising Women: 250 Years of 
American Business, which accompanies the exhi- 
bition. “Whether they inherited or initiated their 
businesses, whether they marketed to women 
or to the general public, enterprising women 
have contributed to the vitality of the nation 
from its inception to the dawn of the twenty- 
first century.” 
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EXPLOITED WOMEN 


The same opening of borders and ease of com- 
munication and travel that have fostered world 
trade and economic development have also had 
serious downsides. International trafficking of 
women and children for forced labor and the sex 
industry has increased exponentially. Communi- 
ties that lose out in the face of increased trade and 
global competition, experiencing economic dis- 
tress and social breakdown, provide vulnerable 
and desperate victims to be preyed upon by or- 
ganized criminal networks. Long a problem in 
East Asia and Latin America, in more recent times 
the post-communist societies of Eastern and Cen- 
tral Europe have become a hunting ground for 
human traffickers in the guise of emigration ser- 
vices, marriage bureaus, or employment agents 
for households or legitimate businesses. 
According to the definition used by the 
President's Interagency Council on Women: 


Trafficking is all acts involved in the recruitment, 
abduction, transport, harboring, transfer, sale or 
receipt of persons; within national or across inter- 
national borders; through force, coercion, fraud or 
deception; to place persons in situations of slavery 
or slavery-like conditions, forced labor or services, 
such as forced prostitution or sexual services, do- 
mestic servitude, bonded sweatshop labor or other 
debt bondage. 


As the growing problem of trafficking in 
women and children was publicized by journal- 
ists and by non-governmental organizations in- 
volved in human rights, women’s issues, child 
welfare, and labor protection, it also became a con- 
cern of governments and international organiza- 
tions. The United Nations drafted a “Protocol to 
Prevent, Suppress and Punish Trafficking in Per- 
sons” as a supplement to the UN Convention 
Against Transnational Organized Crime. The stated 
purposes of the protocol are to prevent and to com- 
bat trafficking, to facilitate cooperation against traf- 
ficking, and to encourage the criminalization of 
trafficking activity and the protection and repatria- 
tion of its victims. 


Martin J. Manning 


See also: Labor Unions; World War II. 
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WOOD 


A hard fibrous substance from a tree or shrub 
found underneath the bark that is used for 
fuel or as a building material. 


Since ancient times, wood has played an impor- 
tant role in trade. Wooden rafts, made waterproof 
with animal skins, served as the first boats on the 


Tigris and Euphrates Rivers. For travel on the 
Mediterranean Sea, the Phoenicians constructed 
larger ships out of the cedars located along the 
coast of Phoenicia (present-day Lebanon). The 
ancient Egyptians traded wheat and other food 
crops for the cedarwood of the Phoenicians. King 
Solomon traded with the Phoenicians for the large 
cedar columns used in the Solomon’s Temple in 
Jerusalem. The entire Phoenician economy, 
whether through shipbuilding or the exchange 
of wood for needed products, rested on the ce- 
dar forests. Many portions of the ancient world 
used wood for fuel, thereby creating scarcity. 
Ancient Greece, with its rocky soil, grew few trees, 
so the Greek city-states had to import much of 
their wood for the construction of ships. 

The Romans had access to greater supplies 
located in the northern portions of the realm and 
Britain. Wood continued to be used for fuel until 
the widespread use of coal—a development made 
necessary because of the scarcity of wood 
throughout much of Europe by the sixteenth and 
seventeenth centuries and by the energy de- 
mands of the Industrial Revolution. By that time, 
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the discovery of the New World had substantially 
increased the supply of lumber. 

The Portuguese, after landing in Brazil, gath- 
ered a previously unknown red-colored wood 
described as “glowing coals,” or basra, from which 
the name Brazil is derived. The tropical rain for- 
est, abundant with wood, was not harvested for 
the sale of lumber or shipbuilding primarily be- 
cause of the difficulty of transporting the timber 
to the coast. But naturalists discovered a number 
of barks and plants that held medicinal value, in- 
cluding the cinchona bark, and brought them to 
Europe from South America by the middle of the 
seventeenth century. Quinine was isolated in 1820 
by the French chemists Joseph-Bienaimé Caven- 
tou and Pierre-Joseph Pelletier. The use of qui- 
nine allowed Europeans to travel into the interior 
of Africa in the mid-nineteenth century for the 
first time without the risk of dying from diseases 
such as malaria. During the nineteenth and twen- 
tieth centuries, woods from other South Ameri- 
can countries included balsa from Ecuador; 
quebracho, hardwoods, and cedars from Para- 
guay; and wood products from Suriname. 


Bodo tribespeople in Kokhrajar, India, carry teakwood through the countryside to market after illegally cutting it in the remote northeastern 
state of Assam in January 1997. Deforestation in the region has caused massive erosion. (© John Moore/The Image Works) 
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The North American continent was also a 
ready source of wood and naval stores. Shipbuild- 
ing in New England became a huge business as 
Britain lacked the forests needed for the construc- 
tion of large vessels. Lumber from Virginia was 
also important. The abundant supply of trees and 
lumber helped drive the economic development 
of the British colonies and later the United States. 
Timber was used as a building material for ships, 
wagons, and buildings. Fuel was readily available 
in most regions east of the Mississippi River. Fol- 
lowing the purchase of the Louisiana Territory 
from the French (1803) and the purchase of Cali- 
fornia from the Spanish after the Mexican- 
American War (1848), the amount of available 
wood increased again. The West Coast of the 
United States, with its large forests that extend 
north from California all the way to the Canadian 
border, continues to provide an adequate supply 
of lumber. U.S. policy has been to replant tree seed- 
lings to maintain the long-term supply and pre- 
vent soil erosion. During the Great Depression, 
when much of the Great Plains became known as 
the Dust Bowl, the federal government established 
the Civilian Conservation Corp, which employed 
single men to plant trees in an effort to prevent 
the loss of even more topsoil. 

Wood is a source of income for several coun- 
tries in Southeast Asia. Indonesia, the largest ex- 
porter of hardwoods, harvests teak, sandalwood, 
ironwood, camphor, and ebony. Myanmar 
(Burma) exports large amounts of hardwoods, 
while the Philippines exports plywood. 

A major issue that must be addressed in the 
twenty-first century is the problem of deforesta- 
tion around the world. Areas such as Thailand, 
Malaysia, and Vietnam have been deforested ei- 
ther through commercial logging or through the 
use of defoliants such as napalm and Agent Or- 
ange during wartime. On average, these coun- 
tries clear 11,800 acres of land annually for 
agricultural fields. The trend toward deforesta- 
tion began centuries ago as people used wood 
for fuel. During the Middle Ages, Europe was so 
deforested that peasants resorted to the burning 
of straw and dung for heating and cooking. In 
2000, more than 50 percent of the world’s har- 
vested wood was used for heating in Third World 
countries, 35 percent was for construction in in- 


dustrialized nations, and the remaining 15 per- 
cent was processed into paper. Industrialized 
nations have begun to address this issue by 
implementing paper-recycling programs and 
policies of replacing cut trees with new seedlings. 
The problem is that many of these newly planted 
trees are of one variety, the conifer, instead of the 
original deciduous trees. Two areas of particular 
concern are the Amazon rain forest, which is 
home to many species and undiscovered plants 
that could yield a variety of medicinal cures, and 
British Columbia, where tree felling is so exten- 
sive that satellites reveal that entire regions have 
been cleared. 

Wood has been used less as a building mate- 
rial for ships since the late nineteenth century 
when iron and then steel ships were constructed. 
However, the increase in construction of homes 
and buildings, along with the use of wood for floor- 
ing, furniture, and other objects, has increased the 
demand for wood. Until Third World countries 
develop alternative sources of energy and indus- 
trialized countries assist developing countries to 
end traditional slash-and-burn agriculture, the 
problem will only worsen. Even with the inven- 
tion of synthetic materials such as plastic, wood 
will continue to be desired as a basic commodity. 


Cynthia Clark Northrup 


See also: Brazil; Egypt, Ancient; Phoenicia; South America; 
Southeast Asia. 
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WOOL 


Hair of sheep used to produce fabric prima- 
rily for clothing. 


The use of wool for fabric extends back to ancient 
times. Ancient Egyptians, Babylonians, and 
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Versatile and easily worked, wool has been a popular and widely traded fiber since ancient times. Shown here is a Bulgarian peasant 
woman displaying piles of black and white wool at a market in 1923. (Library of Congress) 


Assyrians used the wool from sheep to make foot 
coverings. The ancient Greeks exported wool 
throughout the Mediterranean Sea, as did the 
Romans. Before the widespread use of cotton for 
making cloth, wool was the most readily avail- 
able and renewable resource for the production 
of fabric. Wool has long been used for clothing 
because of its ability to retain heat and moisture. 
The Romans focused on improving the quality of 
wool through selective breeding as early as 200 
B.C.E. This process eventually led to the evolution 
of a new breed: the Merino sheep of Spain. En- 
gland, before the Romans, had woven wool into 
fabric but the process was improved after Will- 
iam the Conqueror gained control in 1066 c.z. and 
encouraged Flemish weavers to migrate into the 
country. 

Changes in the British manorial system dur- 
ing the thirteenth century increased the efficiency 
of wool production. By law, individual nobles 
were permitted to break large, open fields into 
smaller, enclosed parcels. The shift to fenced-in 
fields facilitated the raising of sheep, and the in- 
crease in wool output came just as Flemish weav- 


ers were raising their demand. Legislation also 
allowed land owners to make agreements with 
tenants to leave the land or else have them evicted 
on scant grounds, thereby freeing more acreage 
for raising sheep. Thus, by the fifteenth or six- 
teenth century, Britain had become one of 
Europe’s largest producers of wool. The domes- 
tic industry was further boosted by a prohibition 
on the importation of wool even from colonies, 
where production was discouraged. 

Woolen fabrics remained dominant until Eli 
Whitney invented the cotton gin in 1793. Before 
the development of the cotton gin, the process- 
ing of cotton, which required the removal of seeds 
from the fiber by hand, was time-consuming and 
had high labor costs. But the cotton gin greatly 
reduced the amount of hand labor, thus reduc- 
ing production costs. These lower costs allowed 
production in the South to increase rapidly, and 
thereafter cotton became preferred to wool to 
such an extent that demand for English wool fell 
dramatically. At the same time, fledgling Ameri- 
can textile mills in New England were producing 
wool in the United States. After Congress ap- 
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proved the first protective tariff in 1816, the 
United States increased the duty on imported 
wool with another tariff in 1824 (to an average 30 
percent) to encourage the domestic production 
of the fabric. Wool duties played prominently in 
the Tariffs of 1828 and 1832, acts that created the 
nullification crisis, wherein states felt justified in 
nullifying federal laws. Southern producers of cot- 
ton who had a strong trading relationship with 
Great Britain claimed that the high duties were 
discriminatory, and affected the southern but not 
the northern states. Only after South Carolina 
threatened to leave the Union was a crisis nar- 
rowly averted through the negotiation of the 
Compromise Tariff of 1833, which gradually re- 
duced tariff rates over a ten-year period. 

After the settlement of the American West in 
the late nineteenth and early twentieth centuries, 
most of the world’s wool production shifted from 
Great Britain to the United States. Texas, Montana, 
Wyoming, Utah, Oregon, Idaho, New Mexico, 
Colorado, California, and Ohio are the wool-pro- 
ducing states. Besides the United States, Austra- 
lia, Argentina, New Zealand, Russia, China, India, 
Uruguay, the Republic of South Africa, and Great 
Britain also produce substantial amounts of wool. 

Wool is classified by the age of the animal. 
Lambswool is the first wool sheared from a sheep 
after its birth; hog wool comes from a sheep that 
is between twelve and fourteen months old; 
weather wool comes from older animals. The 
sheep is sheared after being washed to remove 
dirt, sweat, and other impurities. 

Fibers sheared from other animals are also 
classified as wool, although sheep’s wool remains 
the most widely used variety. Camels, Angora 
goats (referred to as mohair), Kashmir goats (cash- 
mere), llamas, alpacas, and vicunas are other 
sources of wool whose primary use is in clothing. 


Cynthia Clark Northrup 


See also: British Empire; Mercantilism; Roman Empire; Tar- 
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WORLD BANK 


In July 1944, during World War II, representa- 
tives from forty-four countries convened a con- 
ference in Bretton Woods, New Hampshire, to 
reach an agreement on economic cooperation 
that included the establishment of the World 
Bank. 


The Bretton Woods system that emerged from the 
1944 conference shaped international economic 
relations in the decades following World War II. 
One of the significant outcomes of this conference 
was the establishment of international organiza- 
tions that helped shape postwar reconstruction. 
As one of the institutions of the Bretton Woods 
system, the International Bank for Reconstruction 
and Development (the World Bank) was pro- 
posed in 1944. The World Bank was created to 
provide long-term loans for the reconstruction of 
Europe after World War II and for the economic 
development of the Third World. The bank cur- 
rently operates now as the World Bank Group and 
consists of five institutions under the United Na- 
tions (UN) system; however, the UN has little 
authority or influence. The five institutions within 
the World Bank Group are the International Bank 
for Reconstruction and Development (IBRD), the 
International Development Association (IDA), the 
International Finance Corporation (IFC), the 
Multilateral Investment Guarantee Agency 
(MIGA), and the International Center for Settle- 
ment of Investment Disputes (ICSID). 

The IBRD was established in 1944 and has 184 
members. It aims to promote development of 
poorer countries through loans and advisory ser- 
vices. The IDA was established in 1960 and has 
165 members. It provides interest-free credits to 
the world’s poorest countries. The IFC was estab- 
lished in 1956 and has 177 members. Its focus is 
the promotion of economic development through 
the private sector. The MIGA was established in 
1988 and has 164 members. It promotes foreign 
direct investment toward developing countries by 
providing guarantees against losses and noncom- 
mercial risks. The ICSID was established in 1966 
and has 142 members. It encourages foreign in- 
vestment by providing international facilities for 
arbitration of investment disputes. 


In 1997, following the World Trade 
Organization’s 1996 Singapore Ministerial Con- 
ference for the integration of the least-developed 
countries (LDCs) into the world trading system, 
a high-level meeting was convened in Geneva. 
As the result of this meeting, five core interna- 
tional agencies, the World Bank, the Interna- 
tional Monetary Fund, the UN Development 
Programme, the International Trade Commis- 
sion, and the UN Conference on Trade and De- 
velopment, constituted what is known as the 
Integrated Framework (IF). The purpose of the 
IF is to assist increasing participation of the LDCs 
through proper trade strategies and defining 
trade issues as the number-one priority. Accord- 
ingly, the institutions involved take joint respon- 
sibility for providing trade-related assistance to 
the LDCs. 

The World Bank provides assistance to devel- 
oping countries in formulating liberal trade poli- 
cies in the process of development. The bank 
offers advice and technical assistance to aid in 
formulating policy that supports an open trade 
regime. The World Bank conducts research on 
how trade interacts with development and pov- 
erty reduction. 


Esra LaGro 


See also: World Trade Organization. 
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WORLD TRADE ORGANIZATION 


A multilateral trade organization designed to 
promote trade liberalization through periodic 
rounds of trade negotiations and procedures 
to resolve trade disputes among members. 


The World Trade Organization (WTO) was 
launched at the end of the Uruguay Round (1986- 
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1994) of trade negotiations. Before 1994, nations 
pursued trade liberalization through the General 
Agreement on Tariffs and Trade (GATT), which 
was established in 1947 by twenty-three industri- 
alized countries. GATT was never intended to 
serve as the primary vehicle for promoting lib- 
eral trade, as the International Trade Organiza- 
tion (ITO) was supposed to fulfill that function. 
But the U.S. Congress blocked the ITO, which was 
established at the Havana Conference in 1948, be- 
cause it feared a loss of U.S. sovereignty over trade 
issues. In 1995, GATT was incorporated into the 
WTO following ratification of the new structure 
by the member governments. In addition, the 
WTO includes agreements on trade in services, 
agricultural trade, trade-related intellectual prop- 
erty, trade-related investment measures, and 
many other special conventions. As of February 
2005, the WTO included 148 members. 

In joining the WTO, national governments 
agree to abide by rules pertaining to international 
trade negotiated and adopted by the members 
of the WTO. Because the main objective of the 
WTO is to encourage trade liberalization, many 
of the rules concern tariff levels or the use of other 
types of trade barriers. Eight rounds of trade ne- 
gotiations have been completed and a ninth, the 
Doha Round, was launched in 2002. These ne- 
gotiations have led to substantial reductions in 
industrial tariffs, and WTO members have also 
agreed to restrict the use of nontariff trade barri- 
ers, such as import quotas or voluntary export 
restraints, export subsidies, technical standards, 
and many other national regulations that might 
distort international trade. WTO members must 
treat all other members in the same manner 
through the principle of normal trade relations 
(NTR; formerly known as most-favored-nation 
status). It is this principle that ensures that WTO 
trade rules are applied without discrimination by 
the member states. NTR can be partially sus- 
pended in cases of regional economic agreements 
or preferential trade arrangements favoring de- 
veloping countries. 

The WTO has no enforcement powers, so the 
only way to ensure that countries are observing 
the commitments they have made during the 
trade negotiations is to rely on the members them- 
selves to indicate that any violations have taken 
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Antiglobalization activists protest at the World Trade Organization conference in Seattle, Washington, in December 1999. (© Steve Rubin/The 


Image Works) 


place. Complaints that a country has violated its 
commitments under the WTO can lead to the ini- 
tiation of the WTO’s dispute resolution process. 
Dispute resolution panels determine whether a 
violation has occurred and oversee discussions 
aimed at putting an end to the trade dispute. If 
the parties to the dispute find it impossible to 
agree on acceptable policy changes or a satisfac- 
tory level of compensation, the countries harmed 
by the disputed trade barriers are allowed to re- 
taliate by implementing trade barriers of their 
own. These retaliatory barriers would normally 
place the countries implementing them in viola- 
tion of their WTO commitments. Because they are 
employed only as a last resort, after all efforts to 
negotiate a settlement have failed, the WTO does 
not consider them to be a violation of a country’s 
trade obligations. 


E. Wesley E. Peterson 


See also: Trade Organizations. 
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An international conflict, known until World 
War Il as the Great War, that disrupted trade 
and resulted in a peace treaty that led to the 
Great Depression and a second worldwide 
conflict within two decades. 


On June 28, 1914, Archduke Franz Ferdinand, heir 
to the Austro-Hungarian empire, was assasinated 
in Sarajevo by a Serbian. The emperor of Austria, 
Franz Joseph, made a series of demands on the 


Serbian government which included a public 
apology for the act. The Serbs acquiesced in all 
the demands except for one: that the Austrians 
be allowed to conduct an independent investiga- 
tion within the borders of Serbia. The Serbs were 
particularly sensitive to any action that even ap- 
peared to violate their sovereignty recently at- 
tained from the Ottoman empire. 

While negotiations were proceeding between 
Serbia and Austria, the threat of war triggered 
secret alliances. As the Ottoman empire began to 
crumble, Russia assumed the role as the protec- 
tor of the Slavic people throughout eastern Europe 
—a movement known as Pan-Slavism. Conse- 
quently, Russia had an alliance with Serbia. When 
Austria threatened Serbia, the Russian army be- 
gan to mobilize on July 30. Austria had an alli- 
ance with Germany, a country with a large 
mobilized army. Germany had an alliance with 
the Ottoman empire, while Russia had concluded 
a defensive alliance with France. Although U.S. 
secretary of state William Jennings Bryan at- 
tempted to negotiate a peaceful resolution to the 
conflict, the German military insisted on a quick 
strike to capitalize on its preparedness. Diplo- 
macy failed. On August 3, Germany invaded neu- 
tral Belgium on its way to northern France. The 
invasion of Belgium drew Great Britain, as the 
guarantor of Belgium’s neutrality, into the con- 
flict. 

Imperial ambitions also factored into the on- 
set of World War I. During the eighteenth century, 
European nations fought four wars for empire. 
Throughout the nineteenth century, Europeans 
concentrated on the expansion of empire, prima- 
rily throughout Africa, while Europe itself re- 
mained relatively quiet and prosperous. A victory 
of one European nation over another would re- 
sult in a shift in colonial power on a global basis. 
The desire among European countries to domi- 
nate economically through trade also increased the 
risk of war. By the end of the nineteenth and be- 
ginning of the twentieth century, the economic 
power of Great Britain was being challenged by 
Germany, Japan, and the United States. The for- 
mation of the modern state of Germany in 1873 
permitted it to establish an empire of its own while 
dominating trade—primarily in the steel and 
chemical industries. Strong national pride had also 
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developed throughout Europe during the late 
nineteenth century and contributed to a reluctance 
to be dragged into war, especially in France, which 
had suffered a defeat in the Franco-Prussian War 
of 1870 and 1871. 


EFFECT OF WAR ON TRADE 


When the fighting in Europe reached France in 
August 1914, the German strategy that called for 
a quick defeat of the French forces and then a shift 
toward Russia in the east did not occur. The Ger- 
man forces became bogged down in trench war- 
fare for the duration of the war. Meanwhile, on 
the eastern front the Russians engaged the Ger- 
mans but at a high cost in lives. The Russians re- 
treated back across their own border, attempted 
another offensive in 1916 that failed, and finally 
withdrew from the war after the Russian Revolu- 
tion of 1917, just as the United States entered the 
wat. 

The outbreak of war meant that countries 
other than Germany, which already had a stock- 
pile of military equipment and supplies, had to 
mobilize their armies and purchase war matériel. 
Great Britain, Russia, and France turned to the 
United States, where loans were procured prima- 
rily through the banking firm of J.P Morgan. Be- 
tween 1914 and 1917, the firm lent more than $2.1 
billion to Britain and France. In 1914, Charles 
Schwab, the president of Bethlehem Steel, trav- 
eled to London, where he received contracts for 
the manufacture of millions of ammunition shells 
and ten 500-ton submarines. American businesses 
profited from the outbreak of the war. In 1916 
alone, J.P Morgan earned $61 million in profits. 
After the United States entered the war, the gov- 
ernment established the War Industries Board to 
coordinate the production of war matériel with 
private firms. 

On the sea, meanwhile, the German navy 
relied on submarine attacks and mines to offset 
the British superiority in number of vessels and 
to block American arms shipments on the Atlan- 
tic. German submarine warfare began in Septem- 
ber 1914 and targeted the vessels of neutral 
nations no less than British ships. Even ocean lin- 
ers came under attack. The Germans contended 
that passenger ships such as the Lusitania—sunk 
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U.S. businesses profited from the outbreak of World War | and were 
later blamed by many for the country’s entrance into the war. In 
1914, Bethlehem Steel president Charles Schwab traveled to Lon- 
don, where he received contracts for the manufacture of millions of 
ammunition shells and ten 500-ton submarines. (Library of Congress) 


by a German torpedo in May 1915 en route from 
New York, costing 1,198 lives—were transport- 
ing war matériel to Great Britain. After the inter- 
ception of the Zimmermann telegram, sent in 
January 1917 by the German foreign minister to 
his counterpart in Mexico encouraging an attack 
on the southern border of the United States with 
an enticement of reclaiming Texas, Arizona, New 
Mexico, and California after the war, the United 
States declared war on Germany. 

While new recruits were being trained in 
boot camps, American industry shifted into high 
gear as the War Industries Board began coordi- 
nating the production of needed matériel. Of 
primary concern was the transportation of goods 
across the Atlantic Ocean, where German sub- 
marines could attack at any time. The British op- 
posed the idea of using the convoy system, 
claiming that it simply provided a larger target 
for the Germans. American naval commander 
Admiral William Sims insisted on the use of the 
convoy system, believing it would succeed with 
the use of two new technologies: an experimen- 


tal version of the sonar and depth charges. Sub- 
marine warfare became less effective after April 
1917 as the United States moved men and 
matériel across the Atlantic all but unimpeded. 
German forces soon realized that their enemies 
were better equipped and supplied than they 
were and that their cause had become futile. Still, 
they continued to fight. 

President Woodrow Wilson had proposed a 
diplomatic solution to end the conflict even be- 
fore the United States entered the war. Under his 
Fourteen Points, there would be no war-guilt 
clause, no war reparations, self-determination for 
all people, and the creation of an international 
organization to secure the peace in the future. 
When the representatives met at Versailles to fi- 
nalize the peace treaty, Wilson insisted on the 
above-mentioned points, but the Europeans re- 
fused to relinquish their empires by embracing 
the concept of self-determination and insisted on 
a war-guilt clause and war reparations to be paid 
by Germany. The only aspect of Wilson’s proposal 
that was implemented by the Europeans was the 
creation of the League of Nations—ironically, 
Congress rejected this clause of the treaty on the 
grounds that it would require the United States 
to relinquish some of its sovereignty to a supra- 
national organization. 


LEGACY OF THE WAR 


The Treaty of Versailles divided three European 
empires into twelve new countries. One of the 
first acts of these new states was to erect tariff bar- 
riers to protect their domestic industries. Even in 
the United States, where Congress had reduced 
tariff rates through the Sixteenth Amendment 
(personal income tax), Congress increased rates 
during the war to defray the cost of combat. Tar- 
iff barriers and the inability of European nations 
to meet the demands of their own populations 
disrupted long-established trade patterns. The 
United States became the major producer of 
goods for the industrialized world as it rebuilt. 
American farmers, encouraged during the war to 
grow enough to satisfy domestic consumers as well 
as the military and European demands, mortgaged 
their property to purchase additional farmland. 
Agricultural prices remained high throughout the 


war and into the early 1920s, but by 1922 farmers 
were experiencing a decline in prices and had a 
difficult time making their mortgage payments. 
European countries by then had recovered from 
the war and were producing their own crops. Ag- 
ricultural trade declined significantly. The manu- 
facturing sector continued to grow during the 
1920s, but the crash of the stock market in 1929, 
followed by an increase in U.S. interest rates by 
the Federal Reserve and the passage of new leg- 
islation that increased tariffs, the Hawley-Smoot 
Tariff, plunged the already fragile world economy 
into the Great Depression. 

In Germany the economic consequence of the 
war was an inflation rate that forced the ruling 
government out of power and allowed the rise of 
Adolf Hitler in 1933. The German government 
was unable to pay the war reparations demanded 
by the Treaty of Versailles and refused to make 
further payments. Thus the treaty to end the “war 
to end all wars” directly contributed to the out- 
break of another war, as Germany under Hitler 
reacted to the restraints placed on it by develop- 
ing aggressive designs on the rest of Europe. 


Cynthia Clark Northrup 


See also: Great Depression; World War II. 
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WORLD WAR II 


A conflict fought from 1939 to 1945 in Europe, 
Africa, and Asia in which the United States, 
Britain, France, and the Soviet Union opposed 
Germany, Italy, and Japan. 
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Any discussion of trade and World War II must 
include elements that have deep roots in twentieth- 
century history. The first and foremost element 
was the lingering presence of the Great Depres- 
sion. Although Franklin D. Roosevelt was an out- 
standing president with many legacies, the New 
Deal failed to ease unemployment, possibly be- 
cause of its cautious nature and the political diffi- 
culties that Roosevelt faced during his second 
term. From the disastrous fight over expanding 
the membership of the U.S. Supreme Court (the 
infamous Supreme Court Packing Bill) to the re- 
cession of 1937 and the attempted purge of con- 
servative congressional Democrats in the election 
of 1938, the Roosevelt administration lost control 
of the policy agenda. In domestic politics, the New 
Deal was stalled. 

In foreign policy, the Roosevelt administration 
followed a generally isolationist position, ignor- 
ing world developments until 1936. Events might 
arguably have been different had the United States 
joined the League of Nations. In a larger sense, 
twentieth-century history was dedicated to resolv- 
ing, in some fashion, the issues and consequences 
of the Great War, or World War I, as it became 
popularly known after December 7, 1941. 


AMERICAN ISOLATIONISM 


Two major alternatives rested with policy makers. 
First, deep and popular isolationism existed in the 
United States and in Congress, where many mem- 
bers felt that the nation had been wrongly led into 
World War I. Foreign events and policy did not 
seem important to the public in the 1920s, but the 
nation did endorse the Kellogg-Briand Peace Pact 
of 1928, which supposedly outlawed war. 

With the onset of the Great Depression in 
1929, domestic concerns were primary and, de- 
spite the opposition of economists, Congress 
passed the Hawley-Smoot Tariff, creating strong 
protectionism just when freer trade would have 
been a better policy. After his election as presi- 
dent in 1932, Roosevelt abandoned the London 
Conference, which was dedicated to international 
economic issues. Each nation sought its own so- 
lution to the international economic disaster. Af- 
ter all, the rejected administration of Herbert 
Hoover had argued that the origins of the Great 
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Depression rested in Europe and notin the United 
States; therefore, the economy would improve as 
the business cycle crested. In fact, during the 
Roosevelt presidency and until the 1950s many 
policy makers and intellectuals worried about a 
mature economy in which future growth was lim- 
ited because the frontier had been fully explored 
and because of assumed technological maturity. 
Like other concerns, this fear would be dealt with 
as a consequence of the war. 

The second policy possibility rested in the 
shadow of Woodrow Wilson’s Fourteen Points— 
meaning that the concepts of free trade, freedom 
of the seas, national self-determination for Euro- 
pean colonies, and collective security still had ap- 
peal in certain policy quarters despite the ultimate 
failure of the League of Nations. The truly revo- 
lutionary nature of World War II would bring these 
concepts into institutional existence. 

These developments were in the future, how- 
ever. Meanwhile, in the 1930s several tragic de- 
velopments took place. In 1933, the National 
Socialist German Workers Party (later called the 
Nazi Party) won control of Germany and began 
to rearm in order to correct the assumed injus- 
tices of the Treaty of Versailles, which ended the 
Great War. Benito Mussolini, a fascist, came to 
power in Italy early in the 1920s, but he soon 
joined a fatal partnership with Hitler’s Germany. 

From the 1920s to the eve of the attack on Pearl 
Harbor, Japan sought an East Asia Co-prosperity 
Sphere, in which Asians would be liberated from 
European empires. The Japanese army was, how- 
ever, brutal to native populations. The other ma- 
jor presence in international affairs was the Soviet 
Union, having come into existence in 1917 as an- 
other consequence of the Great War. By the 1930s, 
after a civil war, the coup that drove Leon Trotsky 
out of the government, and the horrors of the five- 
year plans, Joseph Stalin was firmly in control. 
Anyone who criticized him was in effect criticiz- 
ing the revolution and might face a labor camp 
or execution. There was, however, a problem with 
Stalinist rule. It was an article of Marxist-Leninist 
faith that the capitalist West was decadent and 
doomed to failure. International communism was 
the future—or so it appeared. At the same time, 
Stalin was looking for diplomatic support from 
the same “doomed” West. 


In 1933, Roosevelt gave diplomatic recogni- 
tion to the Soviet Union in the hope that it might 
help increase trade between the two countries. 
As for Nazi Germany and imperial Japan, 
Roosevelt recognized early on the dangers com- 
ing from the Third Reich; however, many U.S. 
policy makers, because of racist assumptions 
about Japan, tragically underestimated that 
country’s ability to wage a modern war. 

As the presidential election of 1940 ap- 
proached, the Roosevelt administration faced 
many critical issues. Bitter disappointment about 
the Great War discouraged any new diplomatic 
policies. Europe would not be permitted to “trick” 
the United States into another war. But the world 
had changed since that first war, and the United 
States no longer had the same range of policy 
choices as it did between 1914 and 1917. Despite 
the legislation passed since the end of World 
War I aimed at preventing U.S. involvement in 
European conflicts, events increasingly made 
those laws untenable. Military conflicts with wide- 
ranging implications, such as the Spanish civil 
war, broke out in Europe. In Asia, Japan invaded 
China in 1937. Roosevelt was forced to reconsider 
his administration’s stance. Many issues were not 
resolved until the Japanese attack on Pearl Har- 
bor and Hitler’s declaration of war on the United 
States. 

Roosevelt was concerned about the refugees 
streaming out of Europe. As shown by the attacks 
on Jewish sites in what became known as 
Kristallnacht (Night of Broken Glass) in 1938, Hitler 
was clearly moving toward the Final Solution, the 
systematic destruction of European Jewry. This 
policy was linked to a goal of achieving lebensraum 
(living room) for all Germanic peoples in eastern 
and southern Europe. The tragic stories were lim- 
itless; however, among the refugees that fled the 
Nazi fury were many artists and scientists who 
would enrich American culture and science. 
Within this band of scientists were several physi- 
cists, who significantly aided in the creation of 
the atom bomb. Hitler was not really interested 
in atomic research, because he considered it “Jew- 
ish physics” (because many physicists who re- 
searched this field were Jewish). 

These events unfolded in the context of a 
weak economy still plagued by high unemploy- 


ment and limited purchasing power. The atten- 
tion of the Roosevelt administration by necessity 
was increasingly drawn to international events. 
In 1938, Hitler annexed Austria. On September 1, 
1939, Germany invaded Poland after signing a 
nonaggression pact with the Soviet Union. The 
second act of the Great War was under way. 


ECONOMIC ASPECTS OF THE 
U.S. ENTRY INTO THE WAR 


Undoubtedly, most Americans hoped that the 
whole European tragedy would disappear by it- 
self. They were preoccupied by domestic events, 
especially the continuing economic recovery. 
While unemployment remained high, national 
income in 1938 was nearly double that of Ger- 
many, Japan, and Italy. In the key area of auto- 
mobile manufacturing, the United States 
produced 4.8 million automobiles in 1937, while 
Germany created 331,000 and Japan 26,000. The 
U.S. economy was a sleeping giant that was about 
to be awakened. It would take time, given the 
mood of isolationism and the general dislike that 
Roosevelt generated among businessmen. In 1938, 
Japan purchased two-thirds of its oil and 90 per- 
cent of its scrap metal from U.S. suppliers. Simi- 
lar patterns were seen between U.S. and German 
businesses. 

Undoubtedly, Roosevelt pushed to the limit 
the existing legislation and his constitutional pow- 
ers as president. The military defeat of France in 
the summer of 1940 led to the creation of the 
America First Committee, a strident isolationist 
organization. Barely passed by Congress, the Se- 
lective Service Act was the first peacetime draft, 
characterized as a defensive measure. The United 
States traded fifty destroyers for the lease of Brit- 
ish bases in the Caribbean. After these events, 
Roosevelt won re-election in November 1940. 

In 1941, the Lend-Lease Act was passed. It 
authorized the president to provide war matériel 
and goods to Great Britain and other Allied forces 
in their fight against the Axis powers. It also made 
the United States an “arsenal of democracy,” and 
strengthened U.S.-British relations. As German 
submarines (Unterseeboote, or U-boats) attacked 
ships in the North Atlantic, an undeclared naval 
war erupted. Meanwhile, Japan moved into 
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Southeast Asia, attacking European colonies. In 
June 1941, Germany attacked the Soviet Union 
in spite of the existing security pact. Great Britain 
offered to establish an alliance with the Soviet 
Union. On December 7, 1941, Japanese forces at- 
tacked the naval base at Pearl Harbor, and the next 
day the United States declared war on Japan. Ger- 
many declared war on the United States, ending 
the debate over isolationism, national defense, 
and war. The Grand Alliance of the United States, 
Great Britain, and the Soviet Union began to take 
shape. 

The United States did not have a large stand- 
ing army, but for several years the Roosevelt ad- 
ministration had been developing plans for 
military mobilization in which the U.S. economy 
had a significant role. Roosevelt wanted a larger 
navy. Early on, he and his advisers recognized 
the vital importance of air power. In the summer 
of 1941, an administrative report known as the 
“Victory Program” dealt with a possible future 
war in which the United States would of neces- 
sity enter the war and fight in Europe. It assumed 
complete military victory over Germany. July 1, 
1943, was the earliest date for extensive military 
operations. On December 4, 1941, the isolationist 
Chicago Daily Tribune proclaimed that the leaked 
document was Roosevelt's war plan. Three days 
later it was a moot point. 

The second major development with great 
impact on the economy was the mobilization of 
science. The activities of Albert Einstein and his 
colleagues—who feared that Germany was de- 
veloping an atom bomb—brought the progress 
in nuclear science to the attention of the Roosevelt 
administration. The well-known result was the 
Manhattan Project, which received federal funds 
and brought to bear outstanding technical and 
organizational skills to help usher in the atomic 
era. The making of the atom bomb and its deploy- 
ment still generate controversy among historians. 
The Manhattan Project demonstrated the scien- 
tific skill, the organizational knowledge, and a 
united economic effort necessary to develop a 
weapon capable of prevailing in total war. As truly 
revolutionary as the atom bomb project was, simi- 
lar advances in radar, electronics, medicine, and 
other areas meant that the material future of the 
United States would indeed be transformed. 
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Meanwhile, in May 1940, Vannevar Bush 
called together a group of scientists to discuss the 
practical application of these newer scientific 
theories. A month later, with Roosevelt's approval, 
Bush was chosen to be the head of the National 
Defense Research Committee, which had its own 
budget. By December, 126 government contracts 
were awarded to universities and research labo- 
ratories. It was the modest birth of the military- 
industrial complex, a major player in the later 
Cold War and beyond. Improved radar was criti- 
cal, particularly because air power loomed large 
in U.S. plans. Necessity drove the desire for the 
technological edge in any future conflicts. 


THE ATTACK ON PEARL 
HARBOR 


After the attack on the naval base at Pearl Harbor, 
Hitler claimed that the United States was “a de- 
cayed country. And they have their racial prob- 
lem, and the problem of social inequalities. . . . 
American society [is] half Judaized, and the other 
half Negrified. How can one expect a State like 
that to hold together—a country where every- 
thing is built on the dollar.” Hitler’s ignorance of 
the United States was drawn from movies and 
the general popular culture. His racism reinforced 
his ignorance. Other officials in Germany and Ja- 
pan knew better: the U.S. economy made the criti- 
cal difference. 

As historian David M. Kennedy notes, three 
factors that interacted in a complex manner de- 
termined the war’s outcome: time, men, and 
matériel. The World War I experience shaped the 
war plans on both sides. For the Nazis and the 
Japanese, time would mean a “lightning war,” in 
which victory was achieved before their oppo- 
nents could fully mobilize their resources. In 1940, 
however, Germany could not defeat Great Brit- 
ain in the air war over England. And Germany 
failed to take the Soviet Union out of the war. The 
brutal winter and grim determination of Soviet 
troops, increasingly supported by U.S. supplies, 
stopped the Nazis before the gates of Stalingrad. 
Because the Allies followed a Europe First policy, 
Stalin urged a cross-channel attack into France as 
soon as possible. However, the matériel and 
trained manpower were not available. By 1941, 


the Soviet Union had lost 3 million men. They 
fought on, giving the Allies a chance to stockpile 
goods in England and the United States to clear 
the North Atlantic of German submarines. 

In 1917, there was full employment; in 1940, 
there were many unemployed men who could 
readily be absorbed into the armed forces. 
Women could be employed in the emerging war 
industries. And as the war dragged on, rural 
whites and blacks moved to the cities in the 
Southwest and to Detroit, where, despite prob- 
lems in housing and discrimination, they made 
significant contributions to the war effort. Despite 
its massive need for manpower, the armed ser- 
vices maintained segregated units in the army 
and air force. In the navy, blacks often served in 
mess halls, and the Marine Corps had no blacks 
serving in any capacity. The draft boards were 
locally staffed, according to mandates from the 
federal government, but some brought with them 
their local attitudes toward race, so some prob- 
lems in employing nonwhite service personnel 
existed; overall, however, the American public 
joined the war effort in a united spirit. The high 
idealism of the Four Freedoms, defending the 
American way of life, and defeating the racism 
in fascism meant that the social landscape would 
change after the war. The war also changed some 
women’s attitude toward nondomestic work de- 
spite various efforts to return to the norms of the 
1930s in 1945. 


MOBILIZATION OF THE 
U.S. ECONOMY 


General mobilization of the U.S. economy had 
several fascinating characteristics. Roosevelt's ad- 
ministrative style was relaxed; however, problems 
were directly addressed. Production was vast and 
standardized. Managers and engineers often 
solved their own problems, as they were given 
wide scope by the management. While many 
scholars worried about scarcity and economic 
maturity, there was an abundance of matériel. 
There was also a strong sense of urgency brought 
to the public by the Pearl Harbor attack. Economic 
planning was a war necessity, and in a relatively 
short time production energies concentrated on 
a limited range of advanced weapons. 


In the area of war matériel, two examples of 
how the economy responded to the war mobili- 
zation can be seen in the activities of Henry Kai- 
ser and Henry Ford. The men had different values 
and attitudes toward the New Deal and the 
changing international situation in the late 1930s. 
In mobilizing a war economy, nations do things 
differently. For example, Germany in its rearma- 
ment program before 1939 sought quality over 
quantity that supported its military plan of a light- 
ning war. Given the geography and the nature of 
the war, the U.S. economy turned from civilian 
goods to military hardware with the same tech- 
niques of mass production. Kaiser and Ford pro- 
vided the leadership and organizational skills that 
increased production. 

As early as 1939, Kaiser recognized the neces- 
sity of preparing for American participation in any 
future European conflict. By that date, Kaiser had 
experienced massive New Deal construction 
projects such as the Grand Coulee Dam and he 
knew his way around Washington. By 1943, his 
Oakland, California, shipyards were turning out 
ever-increasing numbers of liberty ships, “the 
Model T of the seas.” They were the standard for 
the American and British merchant marine fleets. 
To be sure, the Roosevelt administration was gen- 
erous in its contracts. Roosevelt recognized that a 
de facto coalition with U.S. businessmen who 
wanted a profit was necessary, as was a biparti- 
san foreign policy, to maintain national unity and 
avoid the mistakes that Wilson had made during 
and after World War I. Secretary of War Henry L. 
Stimson, a Republican, told Roosevelt that busi- 
nesses expected a profit. As Stimson wrote in his 
diary, “[Y]ou have got to let business make money 
out of the process, or business won’t work.” 

Ford’s contribution is instructive in this re- 
gard. An isolationist and a dedicated opponent 
of organized labor, Ford ignored the war clouds 
that were gathering. The automobile industry 
continued civilian production well into 1942. Time 
was important. Within eight months after the con- 
struction of Ford’s “Willow Run,” the first airplane 
rolled off the assembly line. War production 
surged ever upward. During the war, the Ford 
Company produced more military equipment 
than Italy did. 

At the end of 1943, while the military engaged 
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in a holding action, the U.S. economy was ready 
for massive offensive thrusts, the second front in 
Europe and increased efforts in the Pacific. In 
Europe, thanks to the war economy, by D-day the 
Allies had a three-to-one advantage in munitions 
in Europe. During the last year and a half of the 
war in the Pacific, each American soldier could 
draw on four tons of supplies; the Japanese sol- 
dier had two pounds. Bloody battles were still 
ahead in Europe and the Pacific. In the spring of 
1942, Dwight D. Eisenhower complained in his 
diary that “not one man in twenty in the govern- 
ment realizes what a grisly, dirty, tough business 
we are in. They think we can buy victory.” 
Though true, a year later, time, men, and matériel 
had swung to the Allied side. As Joseph Stalin 
noted at the Teheran Conference in 1943, “The 
most important things in this war are ma- 
chines. ... The United States... is a country of 
machines.” 

It was often a difficult task, because it was 
not just a matter of economics but of political 
economy. As noted, Roosevelt made generous 
overtures to U.S. businessmen that upset New 
Dealers. Now, however, “Dr. Win-the-War” was 
the major buzzword. And once again, the legacy 
of World War I returned to Washington and a 
multitude of agencies with specific objectives 
came into existence. Often, Roosevelt allowed a 
duplication of effort and overlapping authority, 
which caused confusion. Roosevelt made mis- 
takes, but his temperament and political style 
made him a great war president. For example, 
by 1944 civilian rationing of certain items was 
probably not necessary, but he insisted that the 
rationing system remain in place so that some 
sacrifice be felt by all Americans and because 
other people lost loved ones and family mem- 
bers. While automobiles, electrical appliances, 
and aluminum products were not available, other 
items, such as soft goods and services, remained 
plentiful. As one government report noted in 
1945, “Throughout the war, the people at home 
were subjected to inconveniences, rather than 
sacrifice.” Of course, much of this knowledge was 
hindsight. The issue of guns and butter and the 
fear of a mature economy (or secular stagnation) 
remained in the U.S. economy and with policy 
makers. 
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THE ECONOMY AND 
GOVERNMENT POLICY 


Robert P Patterson offers an interesting illustra- 
tion of how the economy, government policy, and 
the administration contributed to victory. Later 
critics or revisionist historians see his war contri- 
butions as an origin of the military-industrial com- 
plex. At the same time, he was simply a devoted 
public servant who recognized early on that the 
“free security,” created out of geography and 
policy tradition, was not adequate in an increas- 
ingly dangerous world. 

Patterson came from a privileged background, 
graduating from Harvard Law School in 1915. He 
joined the New York National Guard as a private. 
He served in the expeditionary force against 
Pancho Villa. When the United States entered the 
Great War, he went to Officer Candidate School 
and served with distinction as a captain on the 
western front. He was promoted to major and 
discharged in May 1919. 

He married, eventually had four children, and 
lived near West Point. Patterson became a part- 
ner in a successful Wall Street law firm. In 1930, 
Herbert Hoover appointed him to the federal 
bench. Roosevelt elevated him to the U.S. Court 
of Appeals for the Second Circuit. 

A committed foe of isolationism, he offered 
his services well before the United States entered 
the war. In June 1940, he resigned his judgeship 
and joined the War Department, where he de- 
veloped a strong relationship with Stimson. As 
undersecretary of war, Patterson directed the 
army’s multibillion-dollar procurement program. 
In the interest of winning the war, he expedited 
military production by having most contracts go 
to large corporations. Patterson wanted a maxi- 
mum effort, ending the war as early as possible 
with the minimum sacrifice of American lives. 
Volunteerism had limits. National service was the 
ideal. Publicity and persuasion had their place, 
but an alert administration with a strong economy 
of production was Patterson’s ideal. In policy dis- 
putes, he argued for the military to control pro- 
curement. At the same time, he wanted reduced 
paperwork and stressed the need for increased 
war production as soon as possible. He was a critic 
of the deferment system in the selective service 


law because of manpower concerns. His opinions 
provided material for policy struggles within the 
Roosevelt administration. As victory in the war 
shifted toward the Allies, Patterson rejected any 
reduction in the war economy out of a desire to 
defend the civilian economy from postwar 
adjustments. 

There was a certain historical logic to his ideas 
that demonstrated how the U.S. economy and 
government policy changed as a consequence of 
victory in World War II. In 1945, when Stimson re- 
signed as secretary of war, Truman offered 
Patterson a place either on the U.S. Supreme Court 
or in his Cabinet as secretary of war; Patterson’s 
response was that he served at the president's com- 
mand. As secretary of war, Patterson led the fight 
for a single department of the armed forces, for 
universal military training and a national service 
program, and for the development of defensive 
weapons systems. The modern mixed economy 
was emerging. 

On the domestic front, Patterson worked for 
desegregation of the armed forces. One civil rights 
leader argued that Patterson was “one of our 
generation’s noblest and [most] unselfish men.” 
He resigned in 1947 and returned to private law 
practice, but he remained active in public service 
and vocally supported the containment policy of 
the Truman administration. Patterson died in a 
commercial aircraft crash in 1952. 

Patterson’s activities were symptomatic of a 
massive shift in American economic life. While 
some politicians argued for a return to the failed 
policies after World War I, it did not happen. The 
Cold War had a major impact on American life 
and economy. 

Patterson’s ideas and contributions were im- 
portant, but other administrators, such as Donald 
Nelson, a former executive at Sears, Roebuck, 
were also influential. As head of the War Produc- 
tion Board, Nelson had a different administrative 
style, as he was more cautious about the military 
desires regarding the economy. The War Produc- 
tion Board guided the mobilization miracle. On 
the consumer side of the economy, the creation 
of the Office of Price Administration in August 
1941 had modest success against inflation and di- 
rected a civilian rationing program with a mini- 
mum of public discontent. 


Roosevelt had no master plan, but in 1943 he 
appointed James FE Byrnes to head the Office of 
War Mobilization to curb many problems that of- 
ten turned on the balance between volunteerism 
and the federal government’s command of the 
economy. Organized labor was an interesting ex- 
ample of this issue. The New Deal had encour- 
aged organized labor, particularly the Congress 
of Industrial Organizations. The encouragement 
manifested itself in government contracts that 
allowed only union shops. From 1941 to 1943, or- 
ganized labor held to a nonstrike pledge. Always 
a thorn in Roosevelt's side, John L. Lewis led the 
United Mine Workers on several wildcat strikes. 
Regardless of the merits of Lewis’s position, many 
people thought that, with the nation at war, the 
union’s behavior was unpatriotic. The Republi- 
cans and conservative Democrats used that feel- 
ing after the war to pass the Taft-Hartley Act (also 
known as the Labor-Management Relations Act) 
of 1947, which included several provisions aimed 
at dampening activities of organized labor; it was 
passed over the president's veto. 


GROWTH OF THE U.S. 
ECONOMY DURING THE WAR 


Between 1940 and 1945, the gross national prod- 
uct doubled. As in all war situations, for some 
people it was the best of times, as the number of 
middle-class Americans grew; for other people, it 
was the worst of times, as loved ones were in 
harm’s way. How to pay for the war and control 
inflation and maintain a sense of equity for all 
concerned was a major project for the Roosevelt 
administration. Always desirous of fiscal conser- 
vatism, Roosevelt wanted as much as possible for 
current revenues (taxes) to pay for the war. Rev- 
enue acts raised rates in the higher income brack- 
ets and tax exemptions were reduced so that, in 
1941, 4 million citizens paid income taxes, and, 
by 1944, the figure was 42 million. In 1943, Con- 
gress created the system of withholding taxes 
from paychecks. Only 41 percent of the cost of 
the war was paid for with taxes; revenue from 
loans, including $100 million in war bonds, paid 
for the rest. At the war’s end, however, there was 
massive pent up consumer demand. 

The U.S. economy in 1945, of course, was not 
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the same as the one in the late 1930s. For example, 
because of climate, geography, and the political 
structure of Congress, two-thirds of the domestic 
navy and army facilities were in the South. This 
meant that the South, with its Jim Crow system, 
could not maintain a closed society. From Atlanta 
to Los Angeles, a new South—the Sunbelt—was 
about to emerge. While Congress repealed much 
New Deal legislation because of its fear of “social- 
ism” and the “New Deal welfare state,” measures 
to ease the conversion from war to peace met with 
congressional indifference. Without dissent, Con- 
gress passed the Serviceman’s Readjustment Act, 
popularly known as the GI Bill. By offering a wide 
range of benefits, the act stymied a postwar re- 
cession. The returning veterans now had access 
to homeownership, education, and business op- 
portunity. Even the most utopian New Dealer had 
never articulated anything as wide ranging as the 
GI Bill. 

Fear of a mature economy or stationary capi- 
talism haunted some policy makers. The legisla- 
tive result was the Employment Act of 1946, which 
in effect stated that the federal government had 
some sort of political obligation to smooth out or 
tame the wide swings of the business cycle. The 
act created the Council of Economic Advisers to 
provide professional and expert guidance. After 
the end of the war, the economy did not go into a 
depression or even a recession, but international 
events and foreign policy debates dominated the 
attention of both the public and the president. In 
no sense could the United States return to isola- 
tionism. The economy continued to undergird the 
role of the United States as a world power in the 
second half of the twentieth century and beyond. 


Donald K. Pickens 


See also: British Empire; United States. 
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DOCUMENTS 


CODE OF HAMMURABI 
(18TH CENTURY B.c.c.) 


Hammurabi, king of Babylon, was the first known ruler to 
codify the law within his domains during the eighteenth cen- 
tury B.c.£. With previous Sumerian and Semitic laws as the 
basis of the code, Hammurabi addressed business and family 
relations as well as labor, property, and injury. Although fair- 
ness was the goal of the law, some rules allowed for harsh 
punishments such as an eye for an eye and a tooth for a tooth. 
The code allowed merchants to conduct business transactions 
knowing what their remedies were in cases involving theft 
or fraud. The following is an excerpt of the code that focuses 
primarily on business. 


When Anu the Sublime, King of the Anunaki, and Bel, 
the lord of Heaven and earth, who decreed the fate of 
the land, assigned to Marduk, the over-ruling son of 
Ea, God of righteousness, dominion over earthly man, 
and made him great among the Igigi, they called 
Babylon by his illustrious name, made it great on earth, 
and founded an everlasting kingdom in it, whose foun- 
dations are laid so solidly as those of heaven and earth; 
then Anu and Bel called by name me, Hammurabi, the 
exalted prince, who feared God, to bring about the rule 
of righteousness in the land, to destroy the wicked and 
the evil-doers; so that the strong should not harm the 
weak; so that I should rule over the black-headed 
people like Shamash, and enlighten the land, to fur- 
ther the well-being of mankind. 


When Marduk sent me to rule over men, to give the pro- 
tection of right to the land, I did right and righteousness 
in...and brought about the well-being of the oppressed. 


49 

If any one take money from a merchant, and give the 
merchant a field tillable for corn or sesame and order 
him to plant corn or sesame in the field, and to harvest 
the crop; if the cultivator plant corn or sesame in the 
field, at the harvest the corn or sesame that is in the 
field shall belong to the owner of the field and he shall 
pay corn as rent, for the money he received from the 
merchant, and the livelihood of the cultivator shall he 
give to the merchant. 
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50 

If he give a cultivated corn-field or a cultivated sesame- 
field, the corn or sesame in the field shall belong to the 
owner of the field, and he shall return the money to 
the merchant as rent. 


51 

If he have no money to repay, then he shall pay in corn 
or sesame in place of the money as rent for what he re- 
ceived from the merchant, according to the royal tariff. 


52 
If the cultivator do not plant corn or sesame in the field, 
the debtor’s contract is not weakened. 


53 

If any one be too lazy to keep his dam in proper condi- 
tion, and does not so keep it; if then the dam break and 
all the fields be flooded, then shall he in whose dam the 
break occurred be sold for money, and the money shall 
replace the corn which he has caused to be ruined. 


54 

If he be not able to replace the corn, then he and his 
possessions shall be divided among the farmers whose 
corn he has flooded. 


55 

If any one open his ditches to water his crop, but is 
careless, and the water flood the field of his neighbor, 
then he shall pay his neighbor corn for his loss. 


62 

If he do not plant the field that was given over to him 
as a garden, ifit be arable land (for corn or sesame) the 
gardener shall pay the owner the produce of the field 
for the years that he let it lie fallow, according to the 
product of neighboring fields, put the field in arable 
condition and return it to its owner. 


100 

... interest for the money, as much as he has received, 
he shall give a note therefor, and on the day, when they 
settle, pay to the merchant. 


101 

If there are no mercantile arrangements in the place 
whither he went, he shall leave the entire amount of 
money which he received with the broker to give to 
the merchant. 
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102 

If a merchant entrust money to an agent (broker) for 
some investment, and the broker suffer a loss in the 
place to which he goes, he shall make good the capital 
to the merchant. 


103 

If, while on the journey, an enemy take away from him 
anything that he had, the broker shall swear by God 
and be free of obligation. 


104 

Ifa merchant give an agent corn, wool, oil, or any other 
goods to transport, the agent shall give a receipt for 
the amount, and compensate the merchant therefor. 
Then he shall obtain a receipt from the merchant for 
the money that he gives the merchant. 


105 

If the agent is careless, and does not take a receipt for 
the money which he gave the merchant, he can not 
consider the unreceipted money as his own. 


106 

If the agent accept money from the merchant, but have 
a quarrel with the merchant (denying the receipt), then 
shall the merchant swear before God and witnesses that 
he has given this money to the agent, and the agent 
shall pay him three times the sum. 


107 

If the merchant cheat the agent, in that as the latter has 
returned to him all that had been given him, but the 
merchant denies the receipt of what had been returned 
to him, then shall this agent convict the merchant be- 
fore God and the judges, and if he still deny receiving 
what the agent had given him shall pay six times the 
sum to the agent. 


196 
If a man put out the eye of another man, his eye shall 
be put out. [An eye for an eye] 


197 
If he break another man’s bone, his bone shall be broken. 


198 
If he put out the eye of a freed man, or break the bone 
of a freed man, he shall pay one gold mina. 


199 
If he put out the eye of a man’s slave, or break the bone 
of a man’s slave, he shall pay one-half of its value. 


200 
Ifa man knock out the teeth of his equal, his teeth shall 
be knocked out. [A tooth for a tooth] 


(18TH CENTURY 


B.C.E.) 


201 
If he knock out the teeth of a freed man, he shall pay 
one-third of a gold mina. 


202 
If any one strike the body of a man higher in rank than he, 
he shall receive sixty blows with an ox-whip in public. 


237 

If a man hire a sailor and his boat, and provide it with 
corn, clothing, oil and dates, and other things of the 
kind needed for fitting it: if the sailor is careless, the 
boatis wrecked, and its contents ruined, then the sailor 
shall compensate for the boat which was wrecked and 
all in it that he ruined. 


238 
If a sailor wreck any one’s ship, but saves it, he shall 
pay the half of its value in money. 


239 
If a man hire a sailor, he shall pay him six gur of corn 
per year. 


240 

If a merchantman run against a ferryboat, and wreck 
it, the master of the ship that was wrecked shall seek 
justice before God; the master of the merchantman, 
which wrecked the ferryboat, must compensate the 
owner for the boat and all that he ruined. 


280 

If while in a foreign country a man buy a male or fe- 
male slave belonging to another of his own country; if 
when he return home the owner of the male or female 
slave recognize it: if the male or female slave be a na- 
tive of the country, he shall give them back without 
any money. 


281 

If they are from another country, the buyer shall de- 
clare the amount of money paid therefor to the mer- 
chant, and keep the male or female slave. 


Laws of justice which Hammurabi, the wise king, es- 
tablished. A righteous law, and pious statute did he 
teach the land. Hammurabi, the protecting king am I. I 
have not withdrawn myself from the men, whom Bel 
gave to me, the rule over whom Marduk gave to me, I 
was not negligent, but I made them a peaceful abiding- 
place. expounded all great difficulties, I made the light 
shine upon them. With the mighty weapons which 
Zamama and Ishtar entrusted to me, with the keen 
vision with which Ea endowed me, with the wisdom 
that Marduk gave me, I have uprooted the enemy 
above and below (in north and south), subdued the 
earth, brought prosperity to the land, guaranteed 
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security to the inhabitants in their homes; a disturber 
was not permitted. 


The great gods have called me, lam the salvation-bear- 
ing shepherd, whose staff is straight, the good shadow 
that is spread over my city; on my breast I cherish the 
inhabitants of the land of Sumer and Akkad; in my 
shelter I have let them repose in peace; in my deep 
wisdom have I enclosed them. That the strong might 
not injure the weak, in order to protect the widows 
and orphans, I have in Babylon the city where Anu 
and Bel raise high their head, in E-Sagil, the Temple, 
whose foundations stand firm as heaven and earth, in 
order to declare justice in the land, to settle all disputes, 
and heal all injuries, set up these my precious words, 
written upon my memorial stone, before the image of 
me, as king of righteousness. 


Source: Claude Hermann Walter Johns, “The Code of 
Hammurabi,” The Eleventh Edition of the Encyclopaedia 
Britannica (New York: Encyclopedia Britannica, 1910). 


POPE URBAN II INITIATES THE 
FIRST CRUSADE (1095) 


In a speech given at the Council of Clermont in 1095, Pope 
Urban I called for a crusade to rid the holy sites of Jerusalem 
from the control of the fierce forces of the Seljuk Turks, which 
had conquered the region from the Byzantine empire in the 
eleventh century. The pope was motivated by a desire to res- 
cue the Eastern church and arrange for the reunification of 
the Christian faith under his authority as well as his desire 
to halt the constant warfare that plagued Europe. By chan- 
neling the martial tendencies of the numerous princes of 
France toward a common goal of freeing the holy land, the 
strength of the papacy was increased. Crusaders were granted 
a remission of their sins as well as the opportunity to gain 
land and engage in the lucrative trade of the Middle East. 
For the next two centuries spices, perfumes, and silks flowed 
into Europe from the Crusader states. After the failure of the 
Crusades Europeans began looking for alternate routes to 
the Far East, leading to the Age of Exploration and Discov- 
ery. The following version of Pope Urban II's speech is that 
of Robert the Monk of Rheims. 


In the year of our Lord’s Incarnation one thousand and 
ninety-five, a great council was convened within the 
bounds of Gaul, in Auvergne, in the city which is called 
Clermont. Over this Pope Urban II presided, with the 
Roman bishops and cardinals. This council was a fa- 
mous one on account of the concourse of both French 
and German bishops, and of princes as well. Having 
arranged the matters relating to the Church, the lord 
Pope went forth into a certain spacious plain, for no 
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building was large enough to hold all the people. The 
Pope then, with sweet and persuasive eloquence, ad- 
dressed those present in words something like the fol- 
lowing, saying: 


“Oh, race of Franks, race beyond the mountains [the 
Alps], race beloved and chosen by God (as is clear from 
many of your works), set apart from all other nations 
by the situation of your country, as well as by your 
Catholic faith and the honor you render to the holy 
Church: to you our discourse is addressed, and for you 
our exhortations are intended. We wish you to know 
what a serious matter has led us to your country, for it 
is the imminent peril threatening you and all the faith- 
ful that has brought us hither. 

“From the confines of Jerusalem and from the city 
of Constantinople a grievous report has gone forth and 
has been brought repeatedly to our ears; namely, that 
a race from the kingdom of the Persians, an accursed 
race, a race wholly alienated from God, ‘a generation 
that set not their heart aright, and whose spirit was 
not steadfast with God,’ has violently invaded the lands 
of those Christians and has depopulated them by pil- 
lage and fire. They have led away a part of the captives 
into their own country, and a part they have killed by 
cruel tortures. They have either destroyed the churches 
of God or appropriated them for the rites of their own 
religion. They destroy the altars, after having defiled 
them with their uncleanness. . .. The kingdom of the 
Greeks [the Eastern Empire] is now dismembered by 
them and has been deprived of territory so vast in ex- 
tent that it could not be traversed in two months’ time. 


“On whom, therefore, rests the labor of avenging these 
wrongs and of recovering this territory, if not upon 
you—you, upon whom, above all other nations, God 
has conferred remarkable glory in arms, great courage, 
bodily activity, and strength to humble the heads of those 
who resist you? Let the deeds of your ancestors encour- 
age you and incite your minds to manly achievements— 
the glory and greatness of King Charlemagne, and of 
his son Louis [the Pious], and of your other monarchs, 
who have destroyed the kingdoms of the Turks and have 
extended the sway of the holy Church over lands previ- 
ously pagan. Let the holy sepulcher of our Lord and 
Saviour, which is possessed by the unclean nations, es- 
pecially arouse you, and the holy places which are now 
treated with ignominy and irreverently polluted with 
the filth of the unclean. Oh most valiant soldiers and 
descendants of invincible ancestors, do not degenerate, 
but recall the valor of your ancestors. 


“But if you are hindered by love of children, parents, or 
wife, remember what the Lord says in the Gospel, ‘He 
that loveth father or mother more than me is not wor- 
thy of me.’ ‘Every one that hath forsaken houses, or 


996 POPE URBAN II INITIATES THE 


brethren, or sisters, or father, or mother, or wife, or 
children, or lands, for my name’s sake, shall receive an 
hundred-fold, and shall inherit everlasting life.’ Let 
none of your possessions restrain you, nor anxiety for 
your family affairs. For this land which you inhabit, shut 
in onall sides by the seas and surrounded by the moun- 
tain peaks, is too narrow for your large population; nor 
does it abound in wealth; and it furnishes scarcely food 
enough for its cultivators. Hence it is that you murder 
and devour one another, that you wage war, and that 
very many among you perish in civil strife. 


“Let hatred, therefore, depart from among you; let your 
quarrels end; let wars cease; and let all dissensions and 
controversies slumber. Enter upon the road of the Holy 
Sepulcher; wrest that land from the wicked race, and 
subject it to yourselves. That land which, as the Scrip- 
ture says, ‘floweth with milk and honey’ was given by 
God into the power of the children of Israel. Jerusalem 
is the center of the earth; the land is fruitful above all 
others, like another paradise of delights. This spot the 
Redeemer of mankind has made illustrious by His ad- 
vent, has beautified by His sojourn, has consecrated 
by His passion, has redeemed by His death, has glori- 
fied by His burial. 


“This royal city, however, situated at the center of the 
earth, is now held captive by the enemies of Christ and 
is subjected, by those who do not know God, to the 
worship of the heathen. She seeks, therefore, and de- 
sires to be liberated, and ceases not to implore you to 
come to her aid. From you especially she asks succor, 
because, as we have already said, God has conferred 
upon you, above all other nations, great glory in arms. 
Accordingly, undertake this journey eagerly for the 
remission of your sins, with the assurance of the re- 
ward of imperishable glory in the kingdom of heaven.” 


When Pope Urban had skilfully said these and very 
many similar things, he so centered in one purpose the 
desires of all who were present that all cried out, “It is 
the will of God! It is the will of God!” When the vener- 
able Roman pontiff heard that, with eyes uplifted to 
heaven, he gave thanks to God and, commanding si- 
lence with his hand, said: 

“Most beloved brethren, to-day is manifest in you 
what the Lord says in the Gospel. ‘Where two or three 
are gathered together in my name, there am I in the 
midst of them.’ For unless God had been present in 
your spirits, all of you would not have uttered the same 
cry; since, although the cry issued from numerous 
mouths, yet the origin of the cry was one. Therefore I 
say to you that God, who implanted this in your breasts, 
has drawn it forth from you. Let that, then, be your 
war cry in battle, because it is given to you by God. 
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When an armed attack is made upon the enemy, let 
this one cry be raised by all the soldiers of God: ‘It is 
the will of God! It is the will of God!’ 


“And we neither command nor advise that the old or 
feeble, or those incapable of bearing arms, undertake 
this journey. Nor ought women to set out at all with- 
out their husbands, or brothers, or legal guardians. For 
such are more of a hindrance than aid, more of a bur- 
den than an advantage. Let the rich aid the needy; and 
according to their wealth let them take with them ex- 
perienced soldiers. The priests and other clergy, 
whether secular or regular, are not to go without the 
consent of their bishop; for this journey would profit 
them nothing if they went without permission. Also, it 
is not fitting that laymen should enter upon the pil- 
grimage without the blessing of their priests. 


“Whoever, therefore, shall decide upon this holy pil- 
grimage, and shall make his vow to God to that effect, 
and shall offer himself to Him for sacrifice, as a living 
victim, holy and acceptable to God, shall wear the sign 
of the cross of the Lord on his forehead or on his breast. 
When he shall return from his journey, having fulfilled 
his vow, let him place the cross on his back between 
his shoulders. Thus shall ye, indeed, by this twofold 
action, fulfill the precept of the Lord, as He commands 
in the Gospel, ‘He that taketh not his cross, and 
followeth after me, is not worthy of me.’” 


Source: Dana C. Munro, “Urban and the Crusaders,” Trans- 
lations and Reprints from the Original Sources of European His- 
tory, Vols. 1 and 2 (Philadelphia: University of Pennsylvania, 
1895), 5-8. 


PAPAL EDICTS ON USURY (1330) 


Following an end of the division within the Roman Catholic 
Church over allegiance to Innocent II and Anacletus II, the 
pope called a synod in 1139. When the church hierarchy met 
from April 2 through April 17, a number of canons were 
passed including the thirteenth, which prohibited usury— 
defined as charging any interest on money. Forty years later, 
at the Third Lateran Council called by Pope Alexander III, 
another canon was passed that condemned the practice of 
charging interest as usury. This canon declared that those 
who engaged in usury would forfeit communion and a Chris- 
tian burial. 


SECOND LATERAN COUNCIL 
Canon 13 


We condemn that detestable, disgraceful, and insatiable 
rapacity of usurers which has been outlawed by divine 
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and human laws in the Old and New Testaments, and 
we deprive them of all ecclesiastical consolation, com- 
manding that no archbishop, no bishop, no abbot of 
any order, nor anyone in clerical orders, shall, except 
with the utmost caution, dare receive usurers; but dur- 
ing their whole life let them be stigmatized with the 
mark of infamy, and unless they repent let them be 
deprived of Christian burial. 


Source: “Medieval Sourcebook: Tenth Ecumenical Coun- 
cil: Lateran II 1139.” www.fordham.edu/halsall/basis/ 
lateran2.html (accessed March 2004). 


THIRD LATERAN COUNCIL 
Canon 25 


Since almost everywhere the crime of usury has de- 
veloped to such an extent that many, heedless of the 
strict Scriptural prohibition, pass over other professions 
to devote themselves to the business of usury, as if it 
were lawful, we decree that notorious usurers be not 
admitted to the communion of the altar and, if they 
die in that sin, that they shall not receive Christian 
burial. Neither shall anyone accept their offering. He 
who has taken such an offering or given them Chris- 
tian burial, shall be compelled to return what he has 
taken, and till he has satisfied the wishes of the bishop, 
let him remain suspended from this office. 


Source: “Third Lateran Council, 1179 a.v.,” www. geocities 
.con/heartland/valley/8920/churchcouncils/ecum11.htm (ac- 
cessed December 2003). 


PEGOLOTTI’S MERCHANT 
HANDBOOK (c. 1340s) 


During the fourteenth century, a Florentine merchant named 
Francesco Balducci Pegolotti journeyed across Europe and 
the Middle East while working for the House of Bardi in 
Florence. His journeys carried him from Antwerp to London 
and as far south as Cyprus. He documented the methods of 
trade, exotic goods such as ostrich feathers and panthers that 
were exchanged, and the normal cost of goods. His work helped 
other merchants to determine the correct value of items not 
traded on a regular basis. Although he never traveled to 
Constantinople or to areas under Mongol control, he gained 
information about products and customs from these regions 
as well. The following is an excerpt from his text the Practica 
della Mercatura (The Practice of Trade). 


INTRODUCTION 
IN THE NAME OF THE LORD, AMEN! 


This book is called the Book of Descriptions of Coun- 
tries and of measures employed in business, and of other 
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things needful to be known by merchants of different 
parts of the world, and by all who have to do with mer- 
chandize and exchanges; showing also what relation the 
merchandize of one country or of one city bears to that 
of others; and how one kind of goods is better than an- 
other kind; and where the various wares come from, 
and how they may be kept as long as possible. 

The book was compiled by Francis Balducci 
Pegolotti of Florence, who was with the Company of 
the Bardi of Florence, and during the time that he was 
in the service of the said Company, for the good and 
honour and prosperity of the said Company, and for 
his own, and for that of whosoever shall read or tran- 
scribe the said book... 


CHAPTER I 


Information regarding the journey to Cathay, for such 
as will go by Tana and come back with goods. 

In the first place, from Tana [Azov, at the mouth of 
the Don R.] to Gintarchan [Astrakhan, at the mouth of 
the Volga R.] may be twenty-five days with an ox- 
waggon, and from ten to twelve days with a horse- 
waggon. On the road you will find plenty of Moccols 
[Mongols], that is to say, of gens d’armes. And from 
Gittarchan to Sara [Sarai, the Mongol capital a ways 
up the Volga] may be a day by river, and from Sara to 
Saracanco [Sarachik, on the lower reaches of the Ural 
R.], also by river, eight days. You can do this either by 
land or by water; but by water you will be at less charge 
for your merchandize. 

From Saracanco to Organci [Urgench, on the lower 
Amu Darya R.] may be twenty days journey in camel- 
waggon. It will be well for anyone travelling with mer- 
chandize to go to Organci, for in that city there is a 
ready sale for goods. From Organci to Oltrarre [Otrar, 
in today’s Kazakhstan] is thirty-five to forty days in 
camel-waggons. But if when you leave Saracanco you 
go direct to Oltrarre, it is a journey of fifty days only, 
and if you have no merchandize it will be better to go 
this way than to go by Organci. 

From Oltrarre to Armalec [Kuldja, on the Ili R.] is 
forty-five days’ journey with pack-asses, and every day 
you find Moccols. And from Armalec to Camexu 
[Ganchau, in Gansu Province] is seventy days with 
asses, and from Camexu until you come to a river called 
... is forty-five days on horseback; and then you can 
go down the river to Cassai [Qinsai], and there you 
can dispose of the sommi of silver that you have with 
you, for that is a most active place of business. After 
getting to Cassai you carry on with the money which 
you get for the sommi of silver which you sell there; 
and this money is made of paper, and is called balishi. 
And four pieces of this money are worth one sommo of 
silver in the province of Cathay. And from Cassai to 
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Garnalec [Cambalec, Beijing], which is the capital city 
of the country of Cathay, is thirty days’ journey. 


CHAPTER II 


Things needful for merchants who desire to make the 
journey to Cathay above described. 

In the first place, you must let your beard grow 
long and not shave. And at Tana you should furnish 
yourself with a dragoman [translator/guide]. And you 
must not try to save money in the matter of dragomen 
by taking a bad one instead of a good one. For the ad- 
ditional wages of the good one will not cost you so 
much as you will save by having him. And besides the 
dragoman it will be well to take at least two good men 
servants, who are acquainted with the Cumanian 
[Tatar] tongue. And if the merchant likes to take a 
woman with him from Tana, he can do so; if he does 
not like to take one there is no obligation, only if he 
does take one he will be kept much more comfortably 
than if he does not take one. Howbeit, if he do take 
one, it will be well that she be acquainted with the 
Cumanian tongue as well as the men. 

And from Tana travelling to Gittarchan you should 
take with you twenty-five days’ provisions, that is to 
say, flour and salt fish, for as to meat you will find 
enough of it at all the places along the road. And so 
also at all the chief stations noted in going from one 
country to another in the route, according to the num- 
ber of days set down above, you should furnish your- 
self with flour and salt fish; other things you wilt find 
in sufficiency, and especially meat. 

The road you travel from Tana to Cathay is per- 
fectly safe, whether by day or by night, according to 
what the merchants say who have used it. Only if the 
merchant, in going or coming, should die upon the 
road, everything belonging to him will become the 
perquisite of the lord of the country in which he dies, 
and the officers of the lord will take possession of all. 
And in like manner if he die in Cathay. But if his brother 
be with him, or an intimate friend and comrade calling 
himself his brother, then to such an one they will sur- 
render the property of the deceased, and so it will be 
rescued. 

And there is another danger: this is when the lord 
of the country dies, and before the new lord who is to 
have the lordship is proclaimed; during such intervals 
there have sometimes been irregularities practised on 
the Franks, and other foreigners. (They call Franks all 
the Christians of these parts from Romania westward.) 
And neither will the roads be safe to travel until the 
other lord be proclaimed who is to reign in room of 
him who is deceased. 

Cathay is a province which contained a multitude 
of cities and towns. Among others there is one in par- 
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ticular, that is to say the capital city, to which is great 
resort of merchants, and in which there is a vast amount 
of trade; and this city is called Cambalec. And the said 
city hath a circuit of one hundred miles, and is all full 
of people and houses and of dwellers in the said city. 

You may calculate that a merchant with a drago- 
man, and with two men servants, and with goods to 
the value of twenty-five thousand golden florins, 
should spend on his way to Cathay from sixty to eighty 
sommi of silver, and not more if he manage well; and 
for all the road back again from Cathay to Tana, includ- 
ing the expenses of living and the pay of servants, and 
all other charges, the cost will be about five sommi per 
head of pack animals, or something less. And you may 
reckon the sommo to be worth five golden florins. You 
may reckon also that each ox-waggon will require one 
ox, and will carry ten cantars Genoese weight; and the 
camel-waggon will require three camels, and will carry 
thirty cantars Genoese weight; and the horse-waggon 
will require one horse, and will commonly carry six 
and half cantars of silk, at 250 Genoese pounds to the 
cantar [a Genoese pound was apparently about twelve 
ounces]. And a bale of silk may be reckoned at between 
110 and 115 Genoese pounds. 

You may reckon also that from Tana to Sara the road 
is less safe than on any other part of the journey; and 
yet even when this part of the road is at its worst, if 
you are some sixty men in the company you will go as 
safely as if you were in your own house. 

Anyone from Genoa or from Venice, wishing to go 
to the places above-named, and to make the journey 
to Cathay, should carry linens with him, and if he visit 
Organci he will dispose of these well. In Organci he 
should purchase sommi of silver, and with these he 
should proceed without making any further invest- 
ment, unless it be some bales of the very finest stuffs 
which go in small bulk, and cost no more for carriage 
than coarser stuffs would do. 

Merchants who travel this road can ride on horse- 
back or on asses, or mounted in any way that they list 
to be mounted. 

Whatever silver the merchants may carry with 
them as far as Cathay the lord of Cathay will take from 
them and put into his treasury. And to merchants who 
thus bring silver they give that paper money of theirs 
in exchange. This is of yellow paper, stamped with the 
seal of the lord aforesaid. And this money is called 
balishi; and with this money you can readily buy silk 
and all other merchandize that you have a desire to 
buy. And all the people of the country are bound to 
receive it. And yet you shall not pay a higher price for 
your goods because your money is of paper. And of 
the said paper money there are three kinds, one being 
worth more than another, according to the value which 
has been established for each by that lord. 
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And you may reckon that you can buy for one 
sommo of silver nineteen or twenty pounds of Cathay 
silk, when reduced to Genoese weight, and that the 
sommo should weigh eight and a half ounces of Genoa, 
and should be of the alloy of eleven ounces and seven- 
teen deniers to the pound. 

You may reckon also that in Cathay you should 
get three or three and a half pieces of damasked silk 
for a sommo; and from three and a half to five pieces of 
nacchetti of silk and gold, likewise for a sommo of silver. 


CHAPTER III 


Comparison of the weights and measures of Cathay 
and of Tana. 

... At Tana... 

Wax, ladanum, iron, tin, copper, pepper, ginger, all 
coarser spices, cotton, madder, and suet, cheese, flax, 
and oil, honey, and the like, sell by the great pound. 

Silk, saffron, amber wrought in rosaries and the 
like, and all small spices sell by the little pound. 

Vair-skins by the 1000; and 1020 go to the 1000. 

Ermines by the 1000; 1000 to the 1000. 

Foxes, sables, fitches and martens, wolfskins, deer- 
skins, and all cloths of silk or gold, by the piece. 

Common stuffs, and canvasses of every kind sell 
by the picco [approx. twenty-eight in.]. 

Tails are sold by the bundle at twenty to the bundle. 

Ox hides by the hundred in tale, giving a hundred 
and no more. 

Horse and pony hides by the piece. 

Gold and pearls are sold by the saggio [one-sixth of 
an ounce]. Wheat and all other corn and pulse is sold 
at Tana by a measure which they call cascito [one-fifth 
of a cantaro]. Greek wine and all Latin wines are sold 
by the cask as they come. Malmsey and wines of Triglia 
and Candia are sold by the measure. 

Caviar is sold by the fusco, and a fusco is the tail- 
half of the fish’s skin, full of fish’s roe. 


CHAPTER IV 


Charges on merchandize which are paid at Tana on 
things entering the city, nothing being paid on going 
forth thereof. 

Gold, silver, and pearls at Tana pay neither comer- 
chio, nor tamunga, nor any other duties. 

On wine, and ox hides, and tails, and horse-hides, 
the Genoese and Venetians pay four per cent., and all 
other people five per cent. 

[Cost for transit of merchandize at Tana.] 

Silk 5 aspers per pound. 

All other things, at... aspers for 3 cantars. 

At Tana the money current is of sommi and aspers of 
silver. The sommo weighs 45 saggi of Tana, and is of the 
alloy of 11 oz. 17 dwt. of fine silver to the pound. ... 
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CHAPTER VIII 


Detail showing how all goods are sold and bought at 
Constantinople and in Pera, and of the expenses in- 
curred by traders; but especially as regards Pera, be- 
cause most of the business is done there, where the 
merchants are more constantly to be found. For the rest 
of Constantinople belongs to the Greeks, but Pera to 
the Franks, i.e. to the Genoese. And from Constanti- 
nople to Pera, ‘tis five miles by land, but half a mile by 
water. 

Goods are sold at Constantinople in various ways. 

The indigo called Baccaddeo is (sold in packages) of 
acertain weight, and the weight you must know should 
be the cantar. And if the buyer chooses to take it from 
the seller without weighing it, be it more or less than a 
cantar, ‘tis to the profit or loss of the buyer. But they do 
almost always weigh it, and then payment is made ac- 
cording to the exact weight, be it more or less than a 
cantar. And the skin and wrapper are given with it but 
no tare is deducted; nor is garbling allowed nor do they 
allow the indigo to be examined except by a little hole, 
from which a small sample may be extracted. For such 
is use and wont in those parts. 

Wormwood; madder, and the bag goes as madder 
without any allowance for tare. Alum of every kind, and 
even if it be Roch-alum, the sack and cord go as alum. 

Ox hides, buffalo hides, Horse hides: In purchas- 
ing these they are shown to the provers up the hill, i.e. 
in Pera; and if the hides smell damp or wet, then a fit 
allowance is made, and this is the system in Pera and 
in Constantinople, and they are not put in the sun un- 
less they are exceedingly wet indeed. 

Suet in jars; iron of every kind; tin of every kind; 
lead of every kind. Zibibbo or raisins of every kind, and 
the mats go as raisins, with no allowance for tare un- 
less they be raisins of Syria. In that case the baskets or 
hampers are allowed for as tare, and remain with the 
buyer into the bargain. 

Soap of Venice, soap of Ancona, and soap of Apulia 
in wooden cases. They make tare of the cases, and then 
these go to the buyer for nothing. But the soap of 
Cyprus and of Rhodes is in sacks, and the sacks go as 
soap with no tare allowance. 

Broken almonds in bags; the bag goes as almonds; 
only if there be more than one sack and cord it must be 
removed, or deducted, so that the buyer shall not have 
to take more than one sack and cord as almonds, but 
for any beyond that there shall be tare allowed; and 
the cord shall go to the buyer gratis. 

Honey in kegs or skins; tare is allowed for the keg 
or skin, but it remains with the buyer gratis. 

Cotton wool; and the sack goes as cotton without 
tare. Cotton yarn; and the sack is allowed as tare, and 
remains with the buyer for nothing. 
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Rice; and the bag goes as rice, but if it be tied the 
cord is allowed as tare and remains with the seller. Tur- 
key galls of every kind; and if they are in bags you 
weigh bag and all, and do not make tare of the bag. 
Dried figs of Majorca and Spain in hampers. Orpiment, 
and the bag goes as orpiment. Safflower, and you make 
tare of bag and cord, and after that they remain with 
the buyer gratis. 

Henna; and the bag goes as henna, only a tare of 
four per cent. is allowed by custom of trade. Cummin; 
and the bag goes as cummin, and if tied with rope the 
rope is allowed as tare but remains with the buyer gratis. 

Pistachios; and the bag goes with them with no 
allowance for tare, unless there be more bags than one, 
and if there be, then the excess is weighed and allowed 
as tare, and the buyer has the one bag gratis. 

Sulphur; and the bag or barrel in which it is, is al- 
lowed as tare, and goes to the buyer gratis. Senna; and 
the bag is tare and goes to the buyer. Pitch; and the 
mat is allowed for as tare, and goes to the buyer. Morda 
sangue; the bag goes with it and no tare allowed. 

Saltmeat; cheese; flax of Alexandria and of Roma- 
nia; Camlet wool; washed wool of Romania; unwashed 
ditto; washed or unwashed wool of Turkey; chestnuts. 

Round pepper; ginger; barked brazil-wood; lac; 
zedoary [a drug from Southeast Asia]; incense; sugar, 
and powdered sugar of all kinds; aloes of all kinds; 
quicksilver; cassia fistola; salammoniac or lisciadro; cin- 
nabar; cinnamon; galbanum [a gum resin from the 
Middle East]; ladanum of Cyprus; mastic; copper; am- 
ber, big, middling, and small, not wrought; stript coral; 
clean and fine coral, middling and small. 

Raw silk; saffron; clove-stalks and cloves; cubebs; 
lign-aloes; rhubarb; mace; long pepper; galangal [an 
aromatic root imported from India and China]; broken 
camphor; nutmegs; spike [spike lavender; ?spikenard]; 
cardamoms; scam-mony; pounding pearls; manna; 
borax; gum Arabic; dragon’s blood; camel's bay; turbit 
[a drug from the East Indies]; silk-gauze; sweet-meats; 
gold wire; dressed silk; wrought amber in beads, etc. 

Buckrams of Erzingan and Cyprus. 

Silk velvets; damasks; maramati; gold cloth of ev- 
ery kind; nachetti and nacchi of every kind; and all cloths 
of silk and gold except gauzes. 

Common stuffs and canvasses of all kinds, except 
those of Champagne; also French and North-country 
broad cloths. 

Undressed vairs, and vair bellies and backs; 
Slavonian squirrels; martins and fitches; goat skins and 
ram skins; dates, filberts, walnuts; salted sturgeon tails; 
salt; oil of Venice; oil of the March; oil of Apulia, of 
Gaeta, etc.; wheat and barley; wine of Greece, of Turpia 
in Calabria, of Patti in Sicily, of Patti in Apulia, of 
Cutrone in Calabria, of the March, of Crete, of Roma- 
nia; country wine. 
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(And don’t forget that if you treat the custom-house 
officers with respect, and make them something of a 
present in goods or money, as well as their clerks and 
dragomen, they will behave with great civility, and al- 
ways be ready to appraise your wares below their real 
value.)... 


Source: Henry Yule and Henri Cordier, trans. and ed., 
Cathay and the Way Thither, Being a Collection of Medieval No- 
tices of China, Vol. 3 (London: Printed for the Hakluyt Soci- 
ety, 1916), 143-171. 


CANON LAW CONCERNING USURY 
USED TO BREAK CONTRACTS 
(1369) 


After the pope declared the charging of interest as usury, 
punishable by prohibition to participate in communion and 
to have a Christian burial, many merchants, especially in 
the Italian city-states of Venice, Genoa, and Florence, at- 
tempted to circumvent this proscription by charging com- 
mission or other fees. The pope countered this by declaring 
that these fees were also unacceptable. Still the merchants 
persisted. 


Genoa, October 22, 1369 

Against those alleging that exchange and insurance 
contracts (cambia es assecuramenta), no matter for whom 
they are made, in or without writing, are illegal or 
usurious. 

The magnificent and powerful lord, Lord Gabriele 
Adorno, by the grace of God Doge of Genoa and De- 
fender of the People and Imperial Vicar, in the pres- 
ence, with the will, advice, and consent of his Council 
of the Twelve Aldermen of the city of Genoa, as well as 
the said Council... 

Calling attention to the fact and considering the 
indebted persons are often unwilling, because of their 
malice, to satisfy their creditors in making payment of 
their debts and introduce many obstacles and hin- 
drances, especially by alleging that the contract or loan 
in regard to which they are being sued and for which 
they are being prosecuted was illegal and usurious and 
that according to the Scriptures such a contract may 
not canonically be sought or demanded of them; and 
[considering that such debtors] have recourse, and have 
had recourse on previous occasions, to ecclesiastical 
courts and magistrates in regard to this in order to in- 
terpose delays and dilatory cavils; 

Decided and decreed and directed that if there is 
any person of any condition who has obligated himself 
or who should obligate himself by an instrument to- 
ward any other person, whatever, in or without writ- 


JOURNAL OF THE FIRST 


ing, in regard to any merchandise and in any commer- 
cial contract whatever, especially by way of exchange 
or insurance; and if he alleges that such a contract is 
usurious or illegal and because of this has recourse to 
the vicar of the Lord Archbishop or to another magis- 
trate of the city or of the district, ecclesiastic or lay; if he 
petitions or objects that the said instrument or contract, 
be it made in or without writing, and in regard to any 
merchandise, [is illegal]; and if he alleges that the pay- 
ment, in whole or in part, of the said debt of the said 
instrument and contract ought not to be made because 
of the fact that the said debtor or another in the latter’s 
name says and alleges that the said contract was illegal 
and usurious or made against the canonical sanctions; 

Since they [the doge and the alderman] consider 
that if instruments of exchange and other trade con- 
tracts, in or without writing, could not be enforced be- 
cause of the impediments of this kind, this would result 
in great loss and inconvenience to the Genoese citizens 
and merchants, who ordinarily make such contracts, 
and that otherwise no trade could be carried on nor 
ships be sent on their voyages: 

Let such a person who brings forward the said ex- 
ception as mentioned above against the aforesaid in- 
struments and against any contracts made in regard to 
the aforesaid trade be condemned and be understood 
to be condemned in true justice [to pay] s.10 Genoese 
in every pound of the entire amount the payment of 
which was refused. And let this penalty be applied and 
be understood to be applied by force of the present 
decree to the works of the harbor and of the wharf. 
And the Lord Podesta of Genoa and the sindicatores of 
the Commune now in charge, or who will be in charge 
at the time, and the other magistrates who will be re- 
quested to use remedies of law in regard to this, are 
bound to collect this [fine], even through personal de- 
tention, admitting no exception or defense... . 

The above was drawn from the public acts of the 
ducal chancery of the Commune of Genoa. 


We, the People. 
Antonio de Credenza, notary and chancellor 


Source: Robert S. Lopez and Irving W. Raymond, trans., 
Medieval Trade in the Mediterranean World: Illustrative Docu- 
ments Translated with Introductions and Notes (New York: Co- 
lumbia University Press, 1909), 276-277. 


JOURNAL OF THE FIRST VOYAGE 
OF COLUMBUS (1492) 


After the failure of the Crusades and the domination of the 
Middle East by the Turks, Europeans began exploring alter- 
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native routes to the Far East. The most popular theory of 
exploration was around the tip of South Africa. Christopher 
Columbus proposed a different route to Marco Polo's Cathay. 
He tried unsuccessfully to persuade the leaders of Venice, 
Genoa, and Portugal to sponsor his idea of sailing west to 
reach the east, but it was the Spanish monarchs Ferdinand 
and Isabella who finally provided three ships and their crews 
for his adventure. Although Columbus did not discover a 
new route to the Far East, his voyage resulted in an exchange 
of goods previously unparalleled in human history. Below 
are excerpts from Columbus's diary of his first voyage. 


Prologue: to the King and Queen of Spain 


Because, O most Christian, and very high, very excel- 
lent, and puissant Princes, King and Queen of the 
Spains and of the islands of the Sea, our Lords, in this 
present year of 1492, after your Highnesses had given 
an end to the war with the Moors who reigned in Eu- 
rope, and had finished it in the very great city of 
Granada, where in this present year, on the second day 
of the month of January, by force of arms, I saw the 
royal banners of your Highnesses placed on the tow- 
ers of Alhambra, which is the fortress of that city, and I 
saw the Moorish King come forth from the gates of the 
city and kiss the royal hands of your Highnesses, and 
of the Prince my Lord, and presently in that same 
month, acting on the information that I had given to 
your Highnesses touching the lands of India, and re- 
specting a Prince who is called Gran Can, which means 
in our language King of Kings, how he and his ances- 
tors had sent to Rome many times to ask for learned 
men of our holy faith to teach him, and how the Holy 
Father had never complied, insomuch that many 
people believing in idolatries were lost by receiving 
doctrine of perdition: Your Highnesses, as Catholic 
Christians and Princes who love the holy Christian 
faith, and the propagation of it and who are enemies 
to the sect of Mohama and to all idolatries and her- 
esies, resolved to send me, Cristobal Colon [Christo- 
pher Columbus], to the said Parts of India to see the 
said princes, and the cities and lands, and their dispo- 
sition, with a view that they might be converted to our 
holy faith; and ordered that I should not go by land to 
the eastward, as had been customary, but that Ishould 
go by way of the west, whither up to this day, we do 
not know for certain that anyone has gone. 


Thus, after having turned out all the Jews from all your 
kingdoms and lordships, in the same month of Janu- 
ary, your Highnesses gave orders to me that with a 
sufficient fleet I should go to the said parts of India, 
and for this they made great concessions to me, and 
ennobled me, so that henceforward I should be called 
Don, and should be Chief Admiral of the Ocean Sea, 
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perpetual Viceroy and Governor of all the islands and 
continents that I should discover and gain, and that I 
might hereafter discover and gain in the Ocean Sea, 
and that my eldest son should succeed and so on from 
generation to generation for ever. 


I left the city of Granada on the 12th of May, in the 
same year of 1492, being Saturday, and came to the 
town of Palos, which is a seaport; where I equipped 
three vessels well suited for such service; and departed 
from that port, well supplied with provisions and with 
many sailors, on the 3d day of August of the same year, 
being Friday, half an hour before sunrise, taking the 
route to the islands of Canaria, belonging to your 
Highnesses, which are in the said Ocean Sea, that I 
might thence take my departure for navigating until I 
should arrive at the Indies, and give the letters of your 
Highnesses to those princes, so as to comply with my 
orders. As part of my duty I thought it well to write an 
account of all the voyage very punctually, noting from 
day to day all that I should do and see, and that should 
happen, as will be seen further on. Also, Lords Princes, 
I resolved to describe each night what passed in the 
day, and to note each day how I navigated at night. I 
propose to construct a new chart for navigating, on 
which I shall delineate all the sea and lands of the 
Ocean in their proper positions under their bearings; 
and further, I propose to prepare a book, and to put 
down all as it were in a picture, by latitude from the 
equator, and western longitude. Above all, Ishall have 
accomplished much, for I shall forget sleep, and shall 
work at the business of navigation, that so the service 
may be performed; all of which will entail great labour. 


Monday, 12th of November . .. The Admiral says that, 
on the previous Sunday, the 11th of November, it 
seemed good to take some persons from amongst those 
at Rio de Mares to bring to the Sovereigns, that they 
might learn our language, so as to be able to tell us what 
there is in their lands. Returning, they would be the 
mouthpiece of the Christians, and would adopt our 
customs and the things of the faith. I saw and knew 
(says the Admiral) that these people are without any 
religion, not idolaters, but very gentle, not knowing 
what is evil, nor the sins of murder and theft, being with- 
out arms, and so timid that a hundred would fly before 
one Spaniard, although they joke with them. They, how- 
ever, believe and know that there is a God in heaven, 
and say that we have come from heaven. At any prayer 
that we say, they repeat, and make the sign of the cross. 
Thus your Highnesses should resolve to make them 
Christians, for I believe that, if the work was begun, ina 
little time a multitude of nations would be converted to 
our faith, with the acquisition of great lordships, peoples, 
and riches for Spain. Without doubt, there is in these 
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lands a vast quantity of gold, and the Indians I have on 
board do not speak without reason when they say that 
in these islands there are places where they dig out gold, 
and wear it on their necks, ears, arms, and legs, the rings 
being very large. There are also precious stones, pearls, 
and an infinity of spices. ... 


Here also there is a great quantity of cotton, and I be- 
lieve it would have a good sale here without sending it 
to Spain, but to the great cities of the Grand Can, which 
will be discovered without doubt, and many others 
ruled over by other lords, who will be pleased to serve 
your Highnesses, and whither will be brought other 
commodities of Spain and of the Eastern lands; but 
these are to the west as regards us. ... 


Tuesday, 27th of November .. . The Admiral also says— 
“How great the benefit that is to be derived from this 
country would be, I cannot say. It is certain that where 
there are such lands there must be an infinite number 
of things that would be profitable. But I did not remain 
long in one port, because I wished to see as much of 
the country as possible, in order to make a report upon 
it to your Highnesses, and besides, I do not know the 
language, and these people neither understand me nor 
any other in my company, while the Indians I have on 
board often misunderstand. Moreover, I have not been 
able to see much of the natives, because they often take 
to flight. But now, if our Lord pleases, I will see as much 
as possible, and will proceed by little and little, learn- 
ing and comprehending; and I will make some of my 
followers learn the language. For I have perceived that 
there is only one language up to this point. After they 
understand the advantages, I shall labour to make all 
these people Christians. They will become so readily, 
because they have no religion or idolatry, and your 
Highnesses will send orders to build a city and fortress, 
and to convert the people. I assure your Highnesses 
that it does not appear to me that there can be a more 
fertile country nora better climate under the sun, with 
abundant supplies of water. . . . It will please God that 
your Highnesses should send learned men out here, 
they will see the truth of all I have said. I have related 
already how good a place Rio de Mares would be fora 
town and fortress, and this is perfectly true; but it bears 
no comparison with this place, nor with the Mar de 
Nuestra Senora. For here there must be a large popu- 
lation, and very valuable productions, which I hope to 
discover before I return to Castille. I say that if 
Christendom will find profit among these people, how 
much more will Spain, to whom the whole country 
should be subject. Your Highnesses ought not to con- 
sent that any stranger should trade here, or put his foot 
in the country, except Catholic Christians, for this was 
the beginning and end of the undertaking; namely, the 


increase and glory of the Christian religion, and that 
no other should come to these parts who was not a 
good Christian.” 


Source: Milton Viorst, The Great Documents of Western Civi- 
lization (New York: Barnes and Noble, 1965): 160-163. 


TREATY OF TORDESILLAS (1494) 


The Treaty of Tordesillas, signed in 1494, divided the New 
World into two regions controlled by Spain and Portugal. 
One year after Christopher Columbus discovered the New 
World, the Spanish monarchs asked for and received a papal 
bull by Pope Alexander VI that gave all territory from 100 
leagues west of the Cape Verde Islands from the North to the 
South Pole to Spain and all of Africa and India to Portugal. 
Portugal objected and the following treaty adjusted the de- 
marcation line to 370 leagues west of the Cape Verde Islands, 
a shift that allowed Portugal to claim Brazil. 


Treaty between Spain and Portugal 
concluded at Tordesillas, June 7, 1494 


Ratification by Spain, July 2, 1494. 
Ratification by Portugal, September 5, 1494. 


Don Ferdinand and Dona Isabella, by the grace of God 
king and queen of Castile, Leon, Aragon, Sicily, 
Granada, Toledo, Valencia, Galiciaj Majorca Seville, 
Sardinia, Cordova, Corsica, Murcia, Jaen, Algarve, 
Algeciras, Gibraltar, and the Canary Islands, count and 
countess of Barcelona, lord and lady of Biscay and 
Molina, duke and duchess of Athens and Neopatras, 
count and countess of Roussillon and Cerdagne, mar- 
quis and marchioness of Oristano and Gociano, to- 
gether with the Prince Don John, our very dear and 
very beloved first-born son, heir of our aforesaid king- 
doms and lordships. 

Whereas by Don Enrique Enriques, our chief stew- 
ard, Don Gutierre deCardenas, chief commissary of 
Leon, our chief auditor, and Doctor Rodrigo 
Maldonado, all members of our council, it was treated, 
adjusted, and agreed for us and in our name and by 
virtue of our power with the most serene Don John, by 
the grace of God, king of Portugal and of the Algarves 
on this side and beyond the sea in Africa, lord of 
Guinea, our very dear and very beloved brother, and 
with Ruy de Sousa, lord of Sagres and Berenguel, Dom 
Joao de Sousa, his son, chief inspector of weights and 
measures of the said Most Serene King our brother, and 
Ayres de Almada, magistrate of the civil cases in his 
court and member of his desembargo, all members of 
the council of the aforesaid Most Serene King our 
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brother, [and acting] in his name and by virtue of his 
power, his ambassadors, who came to us in regard to 
the controversy over what part belongs to us and what 
part to the said Most Serene King our brother, of that 
which up to this seventh day of the present month of 
June, the date of this instrument, is discovered in the 
ocean sea, in which said agreement our aforesaid repre- 
sentatives promised among other things that within a 
certain term specified in it we should sanction, confirm, 
swear to, ratify, and approve the above-mentioned 
agreement in person: we, wishing to fulfill and fulfill- 
ing all that which was thus adjusted, agreed upon, and 
authorized in our name in regard to the above-men- 
tioned, ordered the said instrument of the aforesaid 
agreement and treaty to be brought before us that we 
might see and examine it, the tenor of which, word for 
word, is as follows: 

In the name of God Almighty, Father, Son, and 
Holy Ghost, three truly separate and distinct persons 
and only one divine essence. Be it manifest and known 
to all who shall see this public instrument, that at the 
village of Tordesillas, on the seventh day of the month 
of June, in the year of the nativity of our Lord Jesus 
Christ 1494, in the presence of us, the secretaries, clerks, 
and notaries public subscribed below, there being 
present the honorable Don Enrique Enriques, chief 
steward of the very exalted and very mighty princes, 
the lord and lady Don Ferdinand and Dona Isabella, 
by the grace of God king and queen of Castile, Leon, 
Aragon, Sicily, Granada, etc., Don Gutierre de 
Cardenas, chief auditor of the said lords, the king and 
queen, and Doctor Rodrigo Maldonado, all members 
of the council of the said lords, the king and queen of 
Castile, Leon, Aragon, Sicily, Granada, etc., their quali- 
fied representatives of the one part, and the honorable 
Ruy de Sousa, lord of Sagres and Berenguel, Dom Juan 
de Sousa, his son, chief inspector of weights and mea- 
sures of the very exalted and very excellent lord Dom 
John, by the grace of God king of Portugal and of the 
Algarves on this side and beyond the sea in Africa, lord 
of Guinea, and Ayres de Almada, magistrate of civil 
cases in his court and member of his desembargo, all 
of the council of the said lord King of Portugal, and his 
qualified ambassadors and representatives, as was 
proved by both the said parties by means of the letters 
of authorization and procurations from the said lords 
their constituents, the tenor of which, word for word, 
is as follows: 

[Here follow the full powers granted by Ferdinand 
and Isabella to Don Enrique Enriques, Don Gutierre de 
Cardenas, and Dr. Rodrigo Maldonado on June 5, 1494; 
and the full powers granted by John II to Ruy de Sousa, 
Joao de Sousa, and Ayres Almada on March 8, 1494.] 

Thereupon it was declared by the above-mentioned 
representatives of the aforesaid King and Queen of 
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Castile, Leon, Aragon, Sicily, Granada, etc., and of the 
aforesaid King of Portugal and the Algarves, etc.: 


[1.] That, whereas a certain controversy exists between 
the said lords, their constituents, as to what lands, of 
all those discovered in the ocean sea up to the present 
day, the date of this treaty, pertain to each one of the 
said parts respectively; therefore, for the sake of peace 
and concord, and for the preservation of the relation- 
ship and love of the said King of Portugal for the said 
King and Queen of Castile, Aragon, etc., it being the 
pleasure of their Highnesses, they, their said represen- 
tatives, acting in their name and by virtue of their pow- 
ers herein described, covenanted and agreed that a 
boundary or straight line be determined and drawn 
north and south, from pole to pole, on the said ocean 
sea, from the Arctic to the Antarctic pole. 

This boundary or line shall be drawn straight, as 
aforesaid, at a distance of three hundred and seventy 
leagues west of the Cape Verde Islands, being calculated 
by degrees, or by any other manner as may be consid- 
ered the best and readiest, provided the distance shall 
be no greater than above said. And all lands, both is- 
lands and main lands, found and discovered already, or 
to be found and discovered hereafter, by the said King 
of Portugal and by his vessels on this side of the said 
line and bound determined as above, toward the east, 
in either north or south latitude, on the eastern side of 
the said bound provided the said bound is not crossed, 
shall belong to, and remain in the possession of, and 
pertain forever to, the said King of Portugal and his suc- 
cessors. And all other lands, both islands and mainlands, 
found or to be found hereafter, discovered or to be dis- 
covered hereafter, which have been discovered or shall 
be discovered by the said King and Queen of Castile, 
Aragon, etc., and by their vessels, on the western side of 
the said bound, determined as above, after having 
passed the said bound toward the west, in either its north 
or south latitude, shall belong to, and remain in the pos- 
session of, and pertain forever to, the said King and 
Queen of Castile, Leon, etc., and to their successors. 


[2.] Item, the said representatives promise and affirm 
by virtue of the powers aforesaid, that from this date 
no ships shall be despatched—namely as follows: the 
said King and Queen of Castile, Leon, Aragon, etc., for 
this part of the bound, and its eastern side, on this side 
the said bound, which pertains to the said King of Por- 
tugal and the Algarves, etc.; nor the said King of Portu- 
gal to the other part of the said bound which pertains 
to the said King and Queen of Castile, Aragon, etc. for 
the purpose of discovering and seeking any mainlands 
or islands, or for the purpose of trade, barter, or con- 
quest of any kind. But should it come to pass that the 
said ships of the said King and Queen of Castile, Leon, 
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Aragon, etc., on sailing thus on this side of the said 
bound, should discover any mainlands or islands in 
the region pertaining, as abovesaid, to the said King of 
Portugal, such mainlands or islands shall pertain to and 
belong forever to the said King of Portugal and his heirs, 
and their Highnesses shall order them to be surren- 
dered to him immediately. And if the said ships of the 
said King of Portugal discover any islands and main- 
lands in the regions of the said King and Queen of 
Castile, Leon, Aragon, etc., all such lands shall belong 
to and remain forever in the possession of the said King 
and Queen of Castile, Leon, Aragon, etc., and their 
heirs, and the said King of Portugal shall cause such 
lands to be surrendered immediately. 


[3.] Item, in order that the said line or bound of the 
said division may be made straight and as nearly as 
possible the said distance of three hundred and sev- 
enty leagues west of the Cape Verde Islands, as here- 
inbefore stated, the said representatives of both the said 
parties agree and assent that within the ten months 
immediately following the date of this treaty their said 
constituent lords shall despatch two or four caravels, 
namely, one or two by each one of them, a greater or 
less number, as they may mutually consider necessary. 
These vessels shall meet at the Grand Canary Island 
during this time, and each one of the said parties shall 
send certain persons in them, to wit, pilots, astrologers, 
sailors, and any others they may deem desirable. But 
there must be as many on one side as on the other, and 
certain of the said pilots, astrologers, sailors, and oth- 
ers of those sent by the said King and Queen of Castile, 
Aragon, etc., and who are experienced, shall embark 
in the ships of the said King of Portugal and the 
Algarves; in like manner certain of the said persons sent 
by the said King of Portugal shall embark in the ship or 
ships of the said King and Queen of Castile, Aragon, 
etc.; alike number in each case, so that they may jointly 
study and examine to better advantage the sea, courses, 
winds, and the degrees of the sun or of north latitude, 
and lay out the leagues aforesaid, in order that, in de- 
termining the line and boundary, all sent and empow- 
ered by both the said parties in the said vessels, shall 
jointly concur. These said vessels shall continue their 
course together to the said Cape Verde Islands, from 
whence they shall lay a direct course to the west, to 
the distance of the said three hundred and seventy 
degrees, measured as the said persons shall agree, and 
measured without prejudice to the said parties. When 
this point is reached, such point will constitute the place 
and mark for measuring degrees of the sun or of north 
latitude either by daily runs measured in leagues, or 
in any other manner that shall mutually be deemed 
better. This said line shall be drawn north and south as 
aforesaid, from the said Arctic pole to the said Antarc- 


tic pole. And when this line has been determined as 
abovesaid, those sent by each of the aforesaid parties, 
to whom each one of the said parties must delegate his 
own authority and power, to determine the said mark 
and bound, shall draw up a writing concerning it and 
affix thereto their signatures. And when determined 
by the mutual consent of all of them, this line shall be 
considered as a perpetual mark and bound, in such 
wise that the said parties, or either of them, or their 
future successors, shall be unable to deny it, or erase 
or remove it, at any time or in any manner whatso- 
ever. And should, perchance, the said line and bound 
from pole to pole, as aforesaid, intersect any island or 
mainland, at the first point of such intersection of such 
island or mainland by the said line, some kind of mark 
or tower shall be erected, and a succession of similar 
marks shall be erected in a straight line from such mark 
or tower, in a line identical with the above-mentioned 
bound. These marks shall separate those portions of 
such land belonging to each one of the said parties; 
and the subjects of the said parties shall not dare, on 
either side, to enter the territory of the other, by cross- 
ing the said mark or bound in such island or mainland. 


[4.] Item, inasmuch as the said ships of the said King 
and Queen of Castile, Leon, Aragon, etc., sailing as 
before declared, from their kingdoms and seigniories 
to their said possessions on the other side of the said 
line, must cross the seas on this side of the line, per- 
taining to the said King of Portugal, it is therefore con- 
certed and agreed that the said ships of the said King 
and Queen of Castile, Leon, Aragon, etc., shall, at any 
time and without any hindrance, sail in either direc- 
tion, freely, securely, and peacefully, over the said seas 
of the said King of Portugal, and within the said line. 
And whenever their Highnesses and their successors 
wish to do so, and deem it expedient, their said ships 
may take their courses and routes direct from their 
kingdoms to any region within their line and bound to 
which they desire to despatch expeditions of discov- 
ery, conquest, and trade. 

They shall take their courses direct to the desired 
region and for any purpose desired therein, and shall 
not leave their course, unless compelled to do so by 
contrary weather. They shall do this provided that, 
before crossing the said line, they shall not seize or take 
possession of anything discovered in his said region 
by the said King of Portugal; and should their said ships 
find anything before crossing the said line, as afore- 
said, it shall belong to the said King of Portugal, and 
their Highnesses shall order it surrendered immedi- 
ately. And since it is possible that the ships and sub- 
jects of the said King and Queen of Castile, Leon, etc., 
or those acting in their name, may discover before the 
twentieth day of this present month of June, following 
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the date of this treaty, some islands and mainlands 
within the said line, drawn straight from pole to pole, 
that is to say, inside the said three hundred and sev- 
enty leagues west of the Cape Verde Islands, as afore- 
said, it is hereby agreed and determined, in order to 
remove all doubt, that all such islands and mainlands 
found and discovered in any manner whatsoever up 
to the said twentieth day of this said month of June, 
although found by ships and subjects of the said King 
and Queen of Castile, Aragon, etc., shall pertain to and 
remain forever in the possession of the said King of 
Portugal and the Algarves, and of his successors and 
kingdoms, provided that they lie within the first two 
hundred and fifty leagues of the said three hundred 
and seventy leagues reckoned west of the Cape Verde 
Islands to the above-mentioned line—in whatsoever 
part, even to the said poles, of the said two hundred 
and fifty leagues they may be found, determining a 
boundary or straight line from pole to pole, where the 
said two hundred and fifty leagues end. Likewise all 
the islands and mainlands found and discovered up 
to the said twentieth day of this present month of June 
by the ships and subjects of the said King and Queen 
of Castile, Aragon, etc., or in any other manner, within 
the other one hundred and twenty leagues that still 
remain of the said three hundred and seventy leagues 
where the said bound that is to be drawn from pole to 
pole, as aforesaid, must be determined, and in what- 
ever part of the said one hundred and twenty leagues, 
even to the said poles,—they that are found up to the 
said day shall pertain to and remain forever in the pos- 
session of the said King and Queen of Castile, Aragon, 
etc., and of their successors and kingdoms; just as what- 
ever is or shall be found on the other side of the said 
three hundred and seventy leagues pertaining to their 
Highnesses, as aforesaid, is and must be theirs, al- 
though the said one hundred and twenty leagues are 
within the said bound of the said three hundred and 
seventy leagues pertaining to the said King of Portu- 
gal, the Algarves, etc., as aforesaid. 

And if, up to the said twentieth day of this said 
month of June, no lands are discovered by the said 
ships of their Highnesses within the said one hundred 
and twenty leagues, and are discovered after the expi- 
ration of that time, then they shall pertain to the said 
King of Portugal as is set forth in the above. 

The said Don Enrique Enriques, chief steward, Don 
Gutierre de Cardenas, chief auditor, and Doctor 
Rodrigo Maldonado, representatives of the said very 
exalted and very mighty princes, the lord and lady, the 
king and queen of Castile, Leon, Aragon, Sicily, 
Granada, etc., by virtue of their said power, which is 
incorporated above, and the said Ruy de Sousa, Dom 
Joao de Sousa, his son, and Arias de Almadana, repre- 
sentatives and ambassadors of the said very exalted 
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and very excellent prince, the lord king of Portugal and 
of the Algarves on this side and beyond the sea in Af- 
rica, lord of Guinea, by virtue of their said power, which 
is incorporated above, promised, and affirmed, in the 
name of their said constituents, saying that they and 
their successors and kingdoms and lordships, forever 
and ever, would keep, observe, and fulfill, really and 
effectively, renouncing all fraud, evasion, deceit, false- 
hood, and pretense, everything set forth in this treaty, 
and each part and parcel of it; and they desired and 
authorized that everything set forth in this said agree- 
ment and every part and parcel of it be observed, ful- 
filled, and performed as everything which is set forth 
in the treaty of peace concluded and ratified between 
the said lord and lady, the king and queen of Castile, 
Aragon, etc., and the lord Dom Alfonso, king of Portu- 
gal (may he rest in glory) and the said king, the present 
ruler of Portugal, his son, then prince in the former year 
of 1479, must be observed, fulfilled, and performed, 
and under those same penalties, bonds, securities, and 
obligations, in accordance with and in the manner set 
forth in the said treaty of peace. Also they bound them- 
selves [by the promise] that neither the said parties nor 
any of them nor their successors forever should vio- 
late or oppose that which is abovesaid and specified, 
nor any part or parcel of it, directly or indirectly, or in 
any other manner at any time, or in any manner what- 
soever, premeditated or not premeditated, or that may 
or can be, under the penalties set forth in the said agree- 
ment of the said peace; and whether the fine be paid 
or not paid, or graciously remitted, that this obligation, 
agreement, and treaty shall continue in force and re- 
main firm, stable, and valid forever and ever. 

That thus they will keep, observe, perform, and 
pay everything, the said representatives, acting in the 
name of their said constituents, pledged the property, 
movable and real, patrimonial and fiscal, of each of their 
respective parties, and of their subjects and vassals, 
possessed and to be possessed. They renounced all laws 
and rights of which the said parties or either of them 
might take advantage to violate or oppose the forego- 
ing or any part of it; and for the greater security and 
stability of the aforesaid, they swore before God and 
the Blessed Mary and upon the sign of the Cross, on 
which they placed their right hands, and upon the 
words of the Holy Gospels, wheresoever they are writ- 
ten at greatest length, and on the consciences of their 
said constituents, that they, jointly and severally, will 
keep, observe, and fulfill all the aforesaid and each part 
and parcel of it, really and effectively, renouncing all 
fraud, evasion, deceit, falsehood, and pretense, and that 
they will not contradict it at any time or in any man- 
ner. And under the same oath they swore not to seek 
absolution or release from it from our most Holy Fa- 
ther or from any other legate or prelate who could give 
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it to them. And even though, proprio motu, it should 
be given to them, they will not make use of it; rather, 
by this present agreement, they, acting in the said name, 
entreat our most Holy Father that his Holiness be 
pleased to confirm and approve this said agreement, 
according to what is set forth therein; and that he or- 
der his bulls in regard to it to be issued to the parties or 
to whichever of the parties may solicit them, with the 
tenor of this agreement incorporated therein, and that 
he lay his censures upon those who shall violate or 
oppose it at any time whatsoever. Likewise, the said 
representatives, acting in the said names, bound them- 
selves under the same penalty and oath, that within 
the one hundred days next following, reckoned from 
the day of the date of this agreement, the parties would 
mutually exchange the approbation and ratification of 
this said agreement, written on parchment, signed with 
the names of the said lords, their constituents, and 
sealed with their hanging leaden seals; and that the 
instrument which the said lords, the king and queen 
of Castile, Aragon, etc., should have to issue, must be 
signed, agreed to, and sanctioned by the very noble 
and most illustrious lord, Prince Don Juan, their son. 
Of all the foregoing they authorized two copies, both 
of the same tenor exactly, which they signed with their 
names and executed before the undersigned secretar- 
ies and notaries public, one for each party. And which- 
ever copy is produced, it shall be as valid as if both the 
copies which were made and executed in the said town 
of Tordesillas, on the said day, month, and year afore- 
said, should be produced. The chief deputy, Don 
Enrique, Ruy de Sousa, Dom Juan de Sousa, Doctor 
Rodrigo Maldonado, Licentiate Ayres. Witnesses who 
were present and who saw the said representatives and 
ambassadors sign their names here and execute the 
aforesaid, and take the said oath: The deputy Pedro de 
Leon and the deputy Fernando de Torres, residents of 
the town of Valladolid, the deputy Fernando de 
Gamarra, deputy of Zagra and Cenete, contino of the 
house of the said king and queen, our lords, and Joao 
Suares de Sequeira, Ruy Leme, and Duarte Pacheco, 
continos of the house of the said King of Portugal sum- 
moned for that purpose. And I, Fernando Alvarez de 
Toledo, secretary of the king and queen, our lords, 
member of their council, and their scrivener of the high 
court of justice, and notary public in their court and 
throughout their realms and lordships, witnessed all 
the aforesaid, together with the said witnesses and with 
Estevan Vaez, secretary of the said King of Portugal, 
who by the authority given him by the said king and 
queen, our lords, to certify to this act in their kingdoms, 
also witnessed the abovesaid; and at the request and 
with the authorization of all the said representatives 
and ambassadors, who in my presence and his here 
signed their names, I caused this public instrument of 
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agreement to be written. It is written on these six leaves 
of paper, in entire sheets, written on both sides, together 
with this leaf, which contains the names of the afore- 
said persons and my sign; and the bottom of every page 
is marked with the notarial mark of my name and that 
of the said Estevan Vaez. And in witness I here make 
my sign, which is thus. In testimony of truth: Fernando 
Alvarez. And I, the said Estevan Vaez (who by the au- 
thority given me by the said lords, the king and queen 
of Castile, and of Leon, to make it public throughout 
their kingdoms and lordships, together with the said 
Fernando Alvarez, at the request and summons of the 
said ambassadors and representatives witnessed ev- 
erything), in testimony and assurance thereof signed 
it here with my public sign, which is thus. 

The said deed of treaty, agreement, and concord, 
above incorporated, having been examined and under- 
stood by us and by the said Prince Don John, our son, 
we approve, commend, confirm, execute, and ratify it, 
and we promise to keep, observe, and fulfill all the 
abovesaid that is set forth therein, and every part and 
parcel of it, really and effectively. We renounce all fraud, 
evasion, falsehood, and pretense, and we shall not vio- 
late or oppose it, or any part of it, at any time or in any 
manner whatsoever. For greater security, we and the 
said prince Don John, our son, swear before God and 
Holy Mary, and by the words of the Holy Gospels, 
wheresoever they are written at greatest length, and 
upon the sign of the Cross upon which we actually 
placed our right hands, in the presence of the said Ruy 
de Sousa, Dom Joao de Sousa, and Licentiate Ayres de 
Almada, ambassadors and representatives of the said 
Most Serene King of Portugal, our brother, thus to keep, 
observe, and fulfill it, and every part and parcel of it, 
so far as it is incumbent upon us, really and effectively, 
as is abovesaid, for ourselves and for our heirs and suc- 
cessors, and for our said kingdoms and lordships, and 
the subjects and natives of them, under the penalties 
and obligations, bonds and abjurements set forth in the 
said contract of agreement and concord above written. 
In attestation and corroboration whereof, we sign our 
name to this our letter and order it to be sealed with 
our leaden seal hanging by threads of colored silk. 
Given in the town of Arevalo, on the second day of the 
month of July, in the year of the nativity of our Lord 
Jesus Christ, 1494. 


I, THE KING. I, THE QUEEN. I, THE PRINCE. 


I, FERNANDO ALVAREZ de Toledo, secretary of the 
king and of the queen, our lords, have caused it to be 
written by their mandate. 


Source: Frances Gardiner Davenport, European Treaties 
Bearing on the History of the United States to 1648 (Washing- 
ton, DC: Carnegie Institution of Washington, 1967), 84-100. 
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TETZEL’S INSTRUCTIONS ON 
SELLING INDULGENCES (1517) 


In 1517 Pope Leo X authorized the sale of indulgences for the 
remission of sins and avoidance of the pain of purgatory in 
exchange for money with which to build St. Peter’s Basilica. 
The Archbishop of Mainz, who owed a large debt to the Fugger 
banking family for the purchase of his ecclesiastical office, 
agreed to the scheme although such remissions had formerly 
been granted on the basis of good works. Individuals could 
also pay for the remission of sins for dead relatives. The fol- 
lowing excerpt contains the instructions given by a Domini- 
can monk named Tetzel, who was charged with the sale of the 
indulgences, to those men who would be selling them across 
Europe. Martin Luther reacted to the sale of indulgences by 
posting his ninety-five theses, an act that sparked the Refor- 
mation and eventually the colonization of the New World by 
various religious groups. 


The first grace is the complete remission of all sins; and 
nothing greater than this can be named, since man, who 
lives in sin and forfeits the favor of God, obtains com- 
plete remission by these means and once more enjoys 
God's Favor; moreover, through this remission of sins 
the punishment which one is obliged to undergo in 
purgatory on account of the affront to the Divine Maj- 
esty is all remitted, and the pains of purgatory com- 
pletely blotted out. And although nothing is precious 
enough to be given in exchange for such a grace—in 
order that Christian believers may be the more easily 
induced to procure the same, we establish the follow- 
ing rules, to wit: ... 


Respecting, now, the contribution to the chest, for the 
building of the said church of the chief of the apostles 
(St. Peter’s), the penitentiaries and confessors, after they 
have explained to those making confession the full re- 
mission and privileges, shall ask of them for how much 
money or other temporal goods they would conscien- 
tiously pay for the said most complete remission and 
privileges; and this shall be done in order that hereaf- 
ter they may be brought the more easily to contribute. 
And because the conditions and occupations of men 
are so manifold and diverse that we cannot consider 
them individually, and impose specific rates accord- 
ingly, we have therefore concluded that the rates 
should be determined according to the recognized 
classes of persons. 


Kings and queens and their offspring, archbishops and 
bishops, and other great rulers, provided they seek the 
places where the cross is raised, or otherwise present 
themselves, shall pay at least five and twenty Rhenish 
guilders in gold. Abbots and the great prelates of ca- 
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thedral churches, counts, barons, and others of the 
higher nobility, together with their consorts, shall pay 
for each letter of indulgence ten such guilders. Other 
lesser prelates and nobles, as also the rectors of cel- 
ebrated places, and all others who, either from perma- 
nent incomes or merchandise, or otherwise, enjoy a 
total yearly revenue of five hundred gold guilders, shall 
pay six such guilders. Other citizens and tradespeople 
and artisans, who have individual incomes and fami- 
lies of their own, shall pay one such guilder; those of 
less means, only a half. ... 


All other persons are confided to the discretion of the 
confessors and penitentiaries, who should have ever 
in view the advancement of this building, and should 
urge their penitents to a free contribution, but should 
let no one go away without some portion of grace, be- 
cause the happiness of Christian believers is here con- 
cerned not less than the interests of the building. And 
those that have no money shall supply their contribu- 
tion with prayer and fasting; for the kingdom of heaven 
should be open to the poor not less than to the rich. 

It is, furthermore, not necessary that the persons 
who place their contributions in the chest for the dead 
should be contrite in heart and have orally confessed, 
since this grace is based simply on the state of grace in 
which the dead departed, and on the contribution of 
the living, as is evident in the text of the bull. More- 
over preachers shall exert themselves to give this grace 
the widest publicity, since through the same, help will 
surely come to departed souls, and the construction of 
the church of St. Peter will be abundantly promoted at 
the same time. ... 


Source: Milton Viorst, The Great Documents of Western Civi- 
lization (New York: Barnes and Noble, 1965): 82-84. 


CHARTER TO SIR WALTER 
RALEIGH (1584) 


During the reign of Elizabeth I, Sir Walter Raleigh received 
the first charter to establish an English colony in the New 
World. Situated at Roanoke, an island among the Outer Banks 
of North Carolina’s barrier islands, the colony survived the 
first few years of its existence with few difficulties. The first 
colonists who arrived in 1585 returned to England the fol- 
lowing year. In 1587 a second expedition, led by John White, 
established the colony of Roanoke. Although later colonies 
were established for profit or religious purposes, the colony 
was well provisioned to establish a community in this bar- 
ren wilderness. When White returned to England for sup- 
plies he was detained by the impending war with Spain and 
upon his return in 1591 the colony had vanished. The next 
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voyage to the New World was in search of gold along the 
coast of Virginia. Trade and promises of wealth continued to 
attract many newcomers to the shores of North America from 
that time on. 


ELIZABETH by the Grace of God of England, Fraunce 
and Ireland Queene, defender of the faith, &c. To all 
people to whome these presents shall come, greeting. 


Knowe yee that of our especial grace, certaine science, 
and meere motion, we haue given and graunted, and 
by these presents for us, our heires and successors, we 
giue and graunt to our trustie and welbeloued seruant 
Walter Ralegh, Esquire, and to his heires assignee for 
euer, free libertie and licence from time to time, and at 
all times for ever hereafter, to discover, search, finde 
out, and view such remote, heathen and barbarous 
lands, countries, and territories, not actually possessed 
of any Christian Prince, nor inhabited by Christian 
People, as to him, his heires and assignee, and to every 
or any of them shall seeme good, and the same to haue, 
horde, occupie and enjoy to him, his heires and as- 
signee for euer, with all prerogatives, commodities, ju- 
risdictions, royalties, privileges, franchises, and 
preheminences, thereto or thereabouts both by sea and 
land, whatsoever we by our letters patents may graunt, 
and as we or any of our noble progenitors haue here- 
tofore graunted to any person or persons, bodies 
politique or corporate: and the said Walter Ralegh, his 
heires and assignee, and all such as from time to time, 
by licence of us, our heires and successors, shall goe or 
trauaile thither to inhabite or remaine, there to build 
and fortifie, at the discretion of the said Walter Ralegh, 
his heires and assignee, the statutes or acte of Parlia- 
ment made against fugitives, or against such as shall 
depart, romaine or continue out of our Realme of En- 
gland without licence, or any other statute, acte, lawe, 
or any ordinance whatsoever to the contrary in anywise 
notwithstanding. 


And we do likewise by these presents, of our especial 
grace, meere motion, and certain knowledge, for us, 
our heires and successors, giue and graunt full 
authoritie, libertie and power to the said Walter Ralegh, 
his heires and assignee, and every of them, that he and 
they, and euery or any of them, shall and may at all 
and euery time, and times hereafter, haue, take, and 
leade in the saide voyage, and trauaile thitherward, or 
to inhabit there with him, or them, and euery or any of 
them, such and so many of our subjects as shall will- 
ingly accompanie him or them, and euery or any of 
them to whom also we doe by these presents, giue full 
libertie and authority in that behalfe, and also to hare, 
take, and employ, and vse suflicient shipping and fur- 
niture for the Transportations and Nauigations in that 
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behalfe, so that none of the same persons or any of 
them, be such as hereafter shall be restrained by us, 
our heires, or successors. 


And further that the said Walter Ralegh, his heires and 
assignee, and euery of them, shall haue holde, occupie, 
and enioye to him, his heires and assignee, and euery 
of them for euer, all the soile of all such lands, territo- 
ries, and Countreis, so to bee discovered and possessed 
as aforesaide, and of all such Cities, castles, townes, 
villages, and places in the same, with the right, royal- 
ties, franchises, and iurisdictions, as well marine as 
other within the saide lances, or Countreis, or the seas 
thereunto adioyning, to be had, or used, with full 
power to dispose thereof, and of euery part in fee- 
simple or otherwise, according to the order of the lawes 
of England, as neere as the same conveniently may bee, 
at his, and their will and pleasure, to any persons then 
being, or that shall romaine within the allegiance of 
us, our heires, and successors: resewing always to us 
our heires, and successors, for all services, duties, and 
demaundes, the lift part of all the oare of golde and 
siluer, that from time to time, and at all times after such 
discouerie, subduing and possessing, shal be there got- 
ten and obtained: All which lances, Countreis, and ter- 
ritories, shall for ever be holden of the said Walter 
Ralegh, his heires and assignee, of us, our heirs and 
successors, by homage, and by the said paiment of the 
said fift part, resewed onely for all services. 


And moreover, we doe by these presents, for us, our 
heires and successors, giue and graunt licence to the 
said Walter Ralegh, his heirs, and assignee, and euery 
of them, that he, and they, and euery or any of them, 
shall and may from time to time, and at all times for 
euer hereafter, for his and their defence, encounter and 
expulse, repell and resist as well by sea as by lance, 
and by all other wayes whatsoever, all, and every such 
person and persons whatsoever, as without the 
especiall liking and licence of the saide Walter Ralegh, 
and of his heires and assignee, shall attempt to inhabite 
within the said Countreis, or any of them, or within 
the space of two hundreth leagues neere to the place 
or places within such Countreis as aforesaide (if they 
shall not bee before planted or inhabited within the 
limits as aforesaide with the subjects of any Christian 
Prince being in amitie with us) where the saide Walter 
Ralegh, his heires, or assignee, or any of them, or his, 
or their or any of their associates or company, shall 
within nine yeeres (next ensuing) make their dwell- 
ings or abidings, or that shall enterprise or attempt at 
any time hereafter unlawfully to annoy, either by sea 
or lance, the saide Walter Ralegh, his heirs or assignee 
or any of them, or his or their, or any of his or their 
companies giuing, and graunting by these presents 
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further power and authoritie, to the said Walter Ralegh, 
his heirs and assignee, and euery of them from time to 
time, and at all times for euer hereafter, to take and 
surprise by all maner of meanes whatsoever, all and 
euery those person or persons, with their shipper, ves- 
sels, and other goods and furniture, which without the 
licence of the saide Walter Ralegh, or his heires, or as- 
signee, as aforesaide, shalbe founde trafiquing into any 
harbour or harbors, creeke, or creekes, within the lim- 
its aforesaide, (the subjects of our Realms and Domin- 
ions, and all other persons in amitie with us, trading to 
the Newfound land for fishing as heretofore they haue 
commonly used, or being driven by force of a tempest, 
or shipwracke onely excepted:) and those persons, and 
euery of them, with their shippes, vessels, goods and 
furniture to deteine and possesse as of good and lawfull 
prize, according to the discretion of him the saide 
Walter Ralegh, his heires, and assignee, and euery, or 
any of them. And for uniting in more perfect league 
and amitie, of such Countreis, lances, and territories 
so to bee possessed and inhabited as aforesaide with 
our Realmes of Englande, and Ireland, and the better 
incouragement of men to these enterprises: we do by 
these presents, graunt and declare that all such 
Countreis, so hereafter to be possessed and inhabited 
as is aforesaide, from thencefoorth shall bee of the al- 
legiance of vs. our heires and successours. And wee 
doe graunt to the saide Walter Ralegh, his heires, and 
assignee, and to all, and euery of them, and to all and 
euery other person, and persons being of our alle- 
giance, whose names shall be noted or entred in some 
of our Courtes of recorde within our Realme of 
Englande, that with the assent of the saide Walter 
Ralegh, his heires or assignes, shall in his journeis for 
discouerie, or in the iourneis for conquest, hereafter 
trauelle to such lands, countreis and territories, as 
aforesaide, and to their, and to euery of their heires, 
that they, and every or any of them, being either borne 
within our saide Realmes of Englande, or Irelande or 
in any other place within our allegiance, and which 
hereafter shall be inhiabiting within any the lands, 
Countreis, and territories, with such licence (as 
aforesaide) shall and may haue all the priviledges of 
free Denizens, and persons native of England, and 
within our allegiance in such like ample manor and 
fourme, as if they were borne and personally resident 
within our saide Realme of England, any lawe, 
custome, or vsage to the contrary notwithstanding 


And for asmuch as upon the finding out, discovering, 
or inhabiting of such remote lands, countreis, and ter- 
ritories as aforesaid, it shal be necessary for the safetie 
of al men, that shal aduenture them selues in those 
murnies or voyages, to determine to live together in 
Christian peace, and ciuil quietnes ech with other, 
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whereby euery one may with snore pleasure and profit 
enjoy that whereunto they shall attaine with great 
Paine and perill, we for vs. our heires and successors, 
are likewise pleased and contented, and by these pre- 
sents do giue and graunt to the said Walter Ralegh, his 
heires and assignee for ever, that he and they, and euery 
or any of them, shall and may from time to time for 
euer hereafter, within the said mentioned remote lances 
and Countreis in the way by the seas thither, and from 
thence, inane full and meere power and authoritie to 
correct, punish, pardon, gouerne, and rule by their and 
euery or any of their good discretions and pollicies, as 
well in causes capital, or criminal!, as ciuil, both ma- 
rine and other all such our subjects as shall from time 
to time aduenture themselves in the said iournies or 
voyages, or that shall at any time hereafter inhabite 
any such lances, countreis, or territories as aforesaide, 
or shall abide within 200. leagues of any of the saide 
place or places, where the saide Walter Ralegh, his 
heires or assignee, or any of them, or any of his or their 
associates or companies, shall inhabits within 6. yeeres 
next ensuing the date hereof, according to such stat- 
utes, lawes and ordinances, as shall bee by him the 
saide Walter Ralegh his heires and assignee, and euery 
or any of them deuised, or established, for the better 
government of the said people as aforesaid. So always 
as the said statutes, lawes, and ordinances may be as 
neere as conveniently may be, agreeable to the forme 
of the lawes, statutes, governement, or pollicie of En- 
gland, and also so as they be not against the true Chris- 
tian faith, nowe professed in the Church of England, 
nor in any wise to withdraws any of the subjects or 
people of those lances or places from the allegiance of 
vs. our heires and successours, as their immediate 
Soueraigne vnder God. 


And further, wee doe bv these presents for vs. our 
heires and successors, giue and graunt full power and 
authoritie to our trustie and welbeloued counsailer 
sir William Cicill knight, Lorde Burghley, our high 
Treasourer of England, and to the Lorde Treasourer 
of England, for vs, our heires and successors for the 
time being, and to the priuie Counsell, of vs, our heirs 
and successours, or any foure or more of them for the 
time being, that thee, they, or any fours or more of 
them, shall and may from time to time, and at all times 
hereafter, under his or their handes or scales by vertue 
of these presents, authorise and licence the saide 
Walter Ralegh, his heires and assignee. and euery or 
any of them by him, and by themselves, or by their, 
of any of their sufficient Atturnies, deputies, officers, 
ministers, factors, and servants, to imbarke and trans- 
port out of our Realme of England and Ireland, and 
the Dominions thereof all, or any of his, or their goods, 
and all or any the goods of his and their associate and 
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companies, and euery or any of them, with such other 
necessaries and commodities of any our Realmes, as 
to the saide Lorde Treasourer, or foure or more of the 
priuie Counsaile, of vs. our heires and successors for 
the time being (as aforesaide) shal be from time to time 
by his or their wisdomes, or discretions thought meete 
and convenient, for the better reliefe and supportation 
of him the saide Walter Ralegh, his heires, and as- 
signee, and euery or any of them, and of his or their 
or any of their associate and companies, any acte, stat- 
ute, lawe, or other thing to the contrary in any wise 
notwithstanding. 


Provided alwayes, and our will and pleasure is, and 
wee do hereby declare to all Christian kings, princes 
and states, that if the saide Walter Ralegh, his heires or 
assignee, or any of them, or any other lay their licence 
or appointment, shall at any time or times hereafter, 
robbe or spoile by sea or by lance, or do any acte of 
unjust or unlawful hostilitie, to any of the subjects of 
vs. our heires or successors, or to any of the subjects of 
any the kings, princes, rulers, governors, or estates, 
being then in perfect league and amitie with vs, our 
heires and successors, and that upon such injury, or 
upon lust complaint of any such prince, ruler, 
governoir, or estate, or their subjects, wee, our heires 
and successours, shall make open proclamation within 
any the Fortes of our Realme of England, that the saide 
Walter Ralegh, his heires and assignee, and adherents, 
or any to whome these our letters patents may extende, 
shall within the termes to be Emitted, by such procla- 
mation, make full restitution, and satisfaction of all such 
injuries done, so as both we and the said princes, or 
other so complayning, may holde vs and themselves 
fully contented. And that if the saide Walter Ralegh, 
his heires and assignee, shall not make or cause to be 
made satisfaction accordingly, within such time so to 
be limitted, that then it shall be lawfull to vs our heires 
and successors, to put the saide Walter Ralegh, his 
heires and assignee and adherents, and all the inhabit- 
ants of the said places to be discovered (as is aforesaide) 
or any of them out of our allegiance and protection, 
and that from and after such time of putting out of pro- 
tection the said Walter Ralegh, his heires, assignee and 
adherents, and others so to be put out, and the said 
places within their habitation, possession and rule, shal 
be out of our allegeance and protection, and free for all 
princes and others, to pursue with hostilitie, as being 
not our subjects, nor by vs any way to be avouched, 
maintained or defended, nor to be holden as any of 
ours, nor to our protection or dominion, or allegiance 
any way belonging, for that expresse mention of the 
cleer yeerely value of tile certaintie of the premisses, 
or any part thereof, or of any other gift, or grant by vs. 
or any our progenitors, or predecessors to the said 
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Walter Ralegh, before this time made in these presents 
be not expressed, or any other grant, ordinance, provi- 
sion, proclamation, or restraint to the contrarye thereof, 
before this time giuen, ordained, or provided, or any 
other thing, cause, or matter whatsoever, in any wise 
notwithstanding. In witness whereof, we haue caused 
these our letters to be made patents. Witnesse our 
selues, at Westminster, the 25 day of March, in the sixe 
and twentieth yeere of our Raigne. 


Source: The Federal and State Constitutions Colonial Charters, 
and Other Organic Laws of the States, Territories, and Colonies 
Now or Heretofore Forming the United States of America. Com- 
piled and Edited Under the Act of Congress of June 30, 1906 by 
Francis Newton Thorpe (Washington, DC: Government Print- 
ing Office, 1909). 


BRITISH EAST INDIA COMPANY 
CHARTER (1600) 


Queen Elizabeth I granted the following charter to the Brit- 
ish East India Company in 1600. The original purpose of the 
company was to compete against the Dutch in the East Indies, 
but after the British were defeated by the Dutch in 1623 at 
Amboina, the English focused on developing trade with In- 
dia. Throughout the seventeenth century, the primary item 
exported from India to England was textiles. By 1708, the 
British East India Company controlled trade in Madras, 
Bombay, and Calcutta. However, over the next five decades 
the British had to compete increasingly with the French for 
Indian goods. During the Seven Years’ War, also known as 
the French and Indian War, Robert Clive achieved victory 
over the French forces and in 1765 the British controlled all 
of Bengal. The British Parliament then decided to consoli- 
date control over India, especially after the onset of the Ameri- 
can Revolution. Through the Regulating Act of 1773, 
Parliament named Warren Hastings the governor-general of 
India. Then Parliament passed the East India Act of 1784, 
which transferred control of British political activities to the 
government. Although the British East India Company con- 
tinued to exist, its monopoly effectively ended in 1833. After 
the 1857-1858 Sepoy Mutiny, the government assumed di- 
rect control over all of India, both political and commercial 
affairs, and the company was dissolved. 


ELIZABETH, by the Grace of God, Queen of England, 
France, and Ireland, Defender of the Faith & c. To all 
our officers, ministers, and subjects, and to all other 
people, as well within this our realm of England as else- 
where, under our obedience and jurisdiction, or oth- 
erwise, unto whom these our Letters Patents shall be 
seen, showed, or read, greeting. Whereas our most dear 
and loving Cousin, George, Earl of Cumberland, and 
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our well-beloved subjects, Sir John Hart, of London, 
and others [here follow 214 other names which are 
omitted] have of our certain knowledge been petition- 
ers unto us, for our Royal assent and licence to be 
granted unto them, that they, at their own adventures, 
costs, and charges, as well for the honour of this our 
realm of England, as for the increase of our navigation, 
and advancement of trade of merchandize, within our 
said realms and the dominions of the same, might ad- 
venture and set forth one or more voyages, with con- 
venient number of ships and pinnaces, by way of traffic 
and merchandize to the East Indies, in the countries 
and parts of Asia and Africa and to as many of the is- 
lands, ports and cities, towns and places, thereabouts, 
as where trade and traffic may by all likelihood be dis- 
covered, established or had; divers of which countries, 
and. many of the islands, cities and ports, thereof, have 
long since been discovered by others of our subjects, 
albeit not frequented in trade of merchandize. 

Knowye, therefore, that we, Greatly tendering the 
honour of our nation, the wealth of our people, and 
the encouragement of them, and others of our loving 
subjects in their good enterprizes, for the increase of 
our navigation, and the advancement of our lawful traf- 
fick to the benefit of our Commonwealth, have of our 
special grace, certain knowledge, and mere motion, 
given and granted and by these presents, for us, our 
heirs and successors do give and grant unto our said 
loving subjects before in these presents expressly 
named, that they and every of them from henceforth 
be, and shall be one body corporate and politick, in 
deed and in name, by the name of the Governor and 
Company of Merchants of London, trading into the 
East Indies, and them by the name of the Governor 
and Company of Merchants of London, trading to the 
East Indies, one body and corporate and politick, in 
deed and in name, really and fully for us our heirs and 
successors we do order, make, ordain, constitute, es- 
tablish and declare, by these presents, and that by the 
same name of Governor and company of merchants of 
London, trading into the East Indies, they shall have 
succession, and that they and their successors, by the 
name of the Governor and Company of Merchants of 
London, trading into the East Indies, be and shall be, 
at all times hereafter, persons able and capable in law, 
and a body corporate and politick and capable in law 
to have, purchase, receive, possess, enjoy and retain 
lands, rents, privileges, liberties, jurisdictions, fran- 
chises and hereditaments of whatsoever kind, nature, 
and quality so ever they be, to them and their 
successors. 

And also to give, grant, demise, alien, assign and 
dispose lands, tenements and hereditaments, and to 
do and execute all and singular other things, by the 
same name that to them shall or may appertain to do. 
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And that they and their successors, by the name of the 
Governor and Company Merchants of London, trad- 
ing into the East Indies, may pleat and be impleaded, 
answer and be answered, defend and be defended, in 
whatsoever courts and places, and before whatsoever 
judges and justices, and other persons and officers, in 
all and singular actions, pleas, suits, quarrels, causes, 
an demands whatsoever, of whatsoever kind, nature 
or sort, in such a manner and form, as any other, our 
liege people of this realm of England, being persons 
able and capable in law, may or can have, purchase, 
receive, possess, enjoy, retain, give, grant, demise, alien, 
assign, dispose, plead and be impleaded, answer and 
be answered, defend and be defended, release and be 
released, do permit and execute... . 

And that also it shall and may be lawful, to and for 
them, or the more part of them, being so assembled, 
and that shall then and there be present, in any such 
place or place whereof the Governor or his deputy for 
the time being, to be one, to make, ordain, and consti- 
tute such, and so many reasonable laws, constitutions, 
orders and ordinances, as to them, or the greater part 
of them, being then and there present, shall seem nec- 
essary and convenient, for the good government of the 
same Company, and of all factors, masters, mariners 
and other officers, employed or to be employed in any 
of their voyages, and for the better advancement and 
continuance of the said trade and traffick, and the same 
laws, constitutions, orders and ordinance, so made, to 
put in use and execute accordingly, ands at their plea- 
sure to revoke or alter the same, or any of them as 
Octatian shall require; and that the said Governor and 
Company, so often as they shall make, ordain or estab- 
lish any such laws, constitutions, orders or ordinances, 
in form aforesaid, shall and may lawfully impose, or- 
dain, limit and provide such pains, punishments and 
penalties, by imprisonment of Body, or by Fines and 
Amerciaments, or by all or any of them upon and 
against all Offenders, contrary to such laws, constitu- 
tions, orders and ordinances, or any of them as to the 
said Governor and Company for the time being, or the 
greater part of them, then and there being present, the 
said Governor, or his deputy, being always one shall 
seem necessary, requisite and convenient, for the ob- 
servation of the same laws, constitutions, orders and 
ordinances; and the same fine and amerciaments shall 
and may levy, take and have, to the use of the said 
Governor and Company, and their successors, with- 
out the impediment of us, our heirs or successors, or of 
any the officers or ministers of us, our heirs or succes- 
sors, and without any account thereof, to us, our heirs 
or successors, to be rendered or made; all and singular 
which laws Constitutions, orders and ordinances, so 
as aforesaid to be made, we will to be duly observed 
and kept, under the pain and penalties therein to be 
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contained; so always as the said laws, orders, constitu- 
tions, ordinances, imprisonments, fines and amercia- 
ments be reasonable, and not contrary or repugnant 
to the laws, statutes or customs of this our realm. 


Source: Panchanandas Mukherii, ed., Indian Constitutional 
Documents (1600-1918), Vol. 1 (Calcutta: Thacker, Spink, 1918), 
1-20. 


SIR EDWIN SANDYS’S REPORT 
FROM THE COMMITTEE ON FREE 
TRADE (1604) 


Sir Edwin Sandys, British statesman and one of the founders 
of the London (Virginia) Company, was an active member of 
Parliament and treasurer of the company. He promoted trade 
and commerce under the reigns of Elizabeth land James I. In 
the following excerpt of his report on the committee on free 
trade, Sandys argues for free trade and the association and 
protection of groups of merchants engaged in a particular 
trade. 


Die Lunae, 21 Maii 1604 


SIR Edwyn Sandys maketh a large report of the travel 
and proceeding of the committee in the two bills for 
free trade; viz. 


B. For all merchants to have free liberty of trade into all 
countries, as is used in all other nations. 


B. For the enlargement of trade for his Majesty’s sub- 
jects into foreign countries. 


The effect of this report, together with the further pro- 
ceeding of the bill, I received afterwards, penned by 
himself, and entitled, ‘Instructions touching the Bill for 
Free Trade,’ as followeth: 


The most weighty reasons for the enlargement of trade 
were these: 


All free subjects are born inheritable, as to their land, 
so also to the free Natural right, exercise of their in- 
dustry, in those trades whereto they apply themselves, 
and whereby they are to live. Merchandise, being the 
chief and richest of all other, and of greater extent and 
importance than all the rest, it is against the natural 
right and liberty of the subjects of England to restrain 
it into the hands of some few, as now itis; for although 
there may be now some five or six thousand persons, 
counting children and prentices, free of the several 
companies of the merchants, in the whole; yet appar- 
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entit is, that the governors of these companies, by their 
monopolizing orders, have so handled the matter, as 
that the mass of the whole trade of all the realm is in 
the hands of some two hundred persons at the most, 
the rest serving for a show only, and reaping small 
benefit. 


The example of all other nations generally in the 
world, who avoid in Examples of themselves and hate 
in us this monopolizing way of traffic; for it cannot 
be nations, otherwise counted than a monopoly, when 
so large a commodity is restrained into the hands of 
so few, in proportion, to the prejudice of all other, who, 
by law and natural right, might have interest therein. 
And whereas some allege, that there are like compa- 
nies in other countries; as of the East Indies in Lisbon, 
the House of Contraction there, the Fontego at Venice, 
the Travesana at Nuremberg; these allegations are ei- 
ther untrue, or unproper. There are places of assem- 
bly for merchants, and to consult for good orders in 
all other countries, but without restraint of trading 
from any man; and how traffic, by this freedom, doth 
flourish in other countries, and principally in the Low 
Countries, far more than in ours, is apparent to all 
the world. 


The increase of the wealth generally of all the land, by 
the ready vent of Wealth, all the commodities to the 
merchants at higher rate; for where many buyers are, 
ware grows dearer; and they that buy dear at home, 
must sell dear abroad. This also will make our people 
more industrious. 


The more equal distribution of the wealth of the land, 
which is a great Equal nourishment in a man’s body; 
the contrary whereof is inconvenient in all estates, and 
oftentimes breaks out into mischief; when too much 
fulness doth puff up some by presumption, and too 
much emptiness leaves the rest in perpetual discon- 
tent, the mother of desire of innovations and troubles; 
and this is the proper fruit of monopolies. Example may 
be in London, and the rest of the realm: the custom 
and impost of London come to a hundred and ten thou- 
sand pound a year, and of the rest of the whole realm 
but to seventeen thousand pound. 


The increase of shipping, and especially of mariners, 
in all ports in England. How greatly the mariners of 
the realm have decayed in all places of latter times, and 
with how great danger of the state in these late wars, is 
known to them who have been employed in that kind 
of service; who do also attribute the cause thereof to 
this restraint of trade; free traffic being the breeder and 
maintainer of ships and mariners, as by memorable 
example in the Low Countries may be seen. 
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And as there will be greater opportunity abroad, so also 
much greater necessity at home; for what else shall 
become of gentlemen’s younger sons, who cannot live 
by arms, when there is no wars, and learning prefer- 
ments are common to all, and mean? So that nothing 
remains fit for them, save only merchandise (and such 
is the use of other politic nations) unless they turn serv- 
ing men, which is a poor inheritance. 


The general reasons to continue the restraint of trade, 
and the answer to them, were these: 


It is a taint to the king and state that these restrained 
companies should be called or counted monopolies; 
and by this Act we insist and strengthen the complaint 
of the haven towns and other nations against the state, 
for suffering such companies. 


The same reason doth justify all the monopolies that 
ever were. It is no touch to the state, if abuses creep in; 
but if reformation, desired by Parliament, be denied. 
But surely this taint doth no ways attaint his Majesty, 
who hath declared himself a just enemy to all these 
unjust monopolies. 


These companies are not monopolies; for a monopoly 
is when liberty of selling, due to all men by right, is 
restrained to one, with prejudice of all others. 


These companies keep up the price of our commodi- 
ties abroad by avoiding an over Glut of our Commodi- 
ties in Places whereto they trade: And this experience 
doth witness; for our cloth is of late years much dearer 
than in former times; whereas contrariwise, when trade 
is free, many sellers will make ware cheap, and of less 
estimation. 


This Act is against trading in a joint stock together, 
which in long and dangerous voyages (as to Musca, 
and especially the East Indies) is necessary; for in that 
voyage one alone will not adventure; besides the mer- 
chants must keep some port there amongst the infidels. 


It is true, that it is fit to trade to the East Indies with a 
joint stock, and so Answer do the Hollanders; this Act 
therefore doth not forbid men to trade in a joint stock, 
if they list, and see it fit; only forbiddeth to constrain 
men to trade so against their wills; which heretofore in 
other trades, and, at this day in the Muscovy trade doth 
turn to the great damage both of the commonwealth 
and of the particular persons so constrained to trade. 
The Muscovy Company, consisting of eightscore, or 
thereabouts, have fifteen directors, who manage the 
whole trade; these limit to every man the proportion 
of stock, which he shall trade for, make one purse and 
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stock of all, and consign it into the hands of one agent 
at Musco, and so again, at their return, to one agent at 
London, who sell all, and give such account as they 
please. This is a strong and a shameful monopoly; a 
monopoly in a monopoly; both abroad and at home; a 
whole company by this means is become as one man, 
who alone hath the uttering of all the commodities of 
so great a country. The inconveniences, which have 
ensued thereof, are three apparent: 


First, by this means they vent less of our commodities; 
for, by reason of the one agent, they vent all through 
his hands; by which means the Hollanders have come 
in between us; who, trading thither in several with our 
own English commodities (which are most proper for 
that country) utter much more than our own mer- 
chants, and make quicker return; which hath occa- 
sioned many Englishmen to join in trade with the 
Hollanders, to the detriment of the King’s Majesty in 
his customs. And by this means that trade is like ut- 
terly to decay; for the Hollanders have grown in short 
time from two ships to above twenty. This spring they 
are gone to Muscovy with near thirty ships, and our 
men but with seven. The like fell out in the Turkey 
Company, when they constrained men to a joint stock; 
since the breaking of which combination, there go four 
ships for one. 


Secondly, in their return with Muscovy commodities, 
they greatly prejudice the commonwealth and state. 
Example in cordage, which they bring home in such 
scarcity, and sell so dearly, as that they have raised it in 
short time from twenty to thirty shillings; yea, to sell 
their ware dear, they have contracted with the buyer 
not to bring any more of that commodity within three 
years after. 


Thirdly, this is hurtful to all the young merchants of 
their own company, who cannot forbear their stock so 
long as now they do, and desire to employ their own 
industry in managing it, and having oftentimes been 
all damnified by the breaking of that general factor. 


In divers places, as namely in Turkey and Muscovy, the 
merchants are Public charges, at charge of sending pre- 
sents, maintaining ambassadors, consuls, and agents, 
which are otherwise also necessary for the service of 
his Majesty, and of the state; these charges are now 
defrayed by these companies. 


This is true; and the same mischief were likely to en- 
sue again; for it is said that the same policy is now in 
speech in their company. But the times being well al- 
tered from war to peace, this mischief would be but 
short, and other merchants soon grow to take their 
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places, if they should, as (being rich) they may, forsake 
them. But it were to be trusted, that this stomachness, 
being to their own loss, would not long continue; how- 
soever it doth not stand with the dignity of Parliament, 
either to fear or favour the forwardness of any subject. 


If all men may be merchants, the sons of strangers 
denized will, in time, eat out the natural merchants of 
this kingdom. 


If the sons of strangers become natural English, why 
should they not reap a subject’s part? And more they 
cannot reap. If any further mischief should grow, it 
might at all times, by a new Act, be easily remedied. 
All men may If trade be free for all men, then all may 
become merchants, and under that pretext any man 
may go out of the realm; which will be good news for 
the Papists. 


This conceit is weak; for so it may be said that all men 
may become mariners, and so quit the kingdom; and it 
is provided by express words of the bill that they may 
not go out of the realm, but for their present traffic. 


This Act is against London, and the wealth thereof, 
which is necessary to be upheld being the head city of 
the kingdom. 


Nay, it is for London, unless we will confine London 
into some two hundred men’s purses; the rest of the 
City of London, together with the whole realm, sue 
mainly for this bill; and they cry, they are undone if it 
should be crossed. 


Answer. Nothing can be more clear, than that if trans- 
port and return of merchandise will increase by this 
Act, also the king’s customs, which depend thereon, 
must withal increase. And if this bill may pass if the 
king be pleased to let his customs to farm, to give 5,000£. 
a year more than, communibus annis, hath been made 
these last years. The deceiving of the king is now when, 
for want of this freedom, men are enforced to purchase 
the vent of their commodities out of creeks, because 
they cannot be admitted to public trade, whereas oth- 
erwise they should have no reason to hazard their 
whole estate, for the saving of so reasonable a duty. As 
for faults in officers, they may as well happen in Lon- 
don, as in any other place. 


During freedom of trade small ships would be em- 
ployed to vent our decay of great commodities, and so 
our great ships, being the guard of the land would ships 
decay. It is war, more than traffic, that maintaineth great 
ships; and therefore, if any decay grow, it will be chiefly 
by peace, which the wisdom of the state will have a 
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regard of; but for as much as depends of traffic, no 
doubt the number of smaller ships will grow by this 
freedom, and especially mariners, whereof the want is 
greatest, and of whom the smallest vessels are the 
proper nurseries. But that the great ships will decay 
doth not necessarily follow; for the main trade of all 
the white cloth, and much of other kind, is shipped 
from the port of London, and will be still, it being the 
fittest port of the kingdom for Germany and the Low 
Countries, where the Merchants Adventurers’ trade 
only lieth; who shall have little cause to alter their ship- 
ping. Then for the Levant sea, Muscovy, and East 
Indies, whither we trade with great ships, the employ- 
ing of them will be still requisite in the merchant's dis- 
cretion; for otherwise both the commodity of the 
returned will be less, and the adventure too great in so 
rich lading, not to provide for more than ordinary as- 
surance against the common hazard at sea. 


Other particular reasons there are for restraint of trade 
in favour of certain company. 


The Company of Merchants Adventurers is very an- 
cient, and they have Merchants heretofore been great 
credit to the kings, for borrowing money in the Low 
Adventurers, Countries and Germany. 


Source: Great Britain. Parliament. House of Commons. 
Journal, volume 1, 1547-1625. 


ENGLISH TRADE IN JAPAN (1615) 


During the early seventeenth century the Spanish, Portu- 
guese, Dutch, and English competed for control of trade with 
countries in the Far East from China to Japan. Below are 
excerpts from the journal of Richard Cocks, a merchant in an 
English factory in Japan, which describes some of the items 
traded as well as problems encountered with merchants from 
other countries. 


August 1 [1615]... And I thought good to note down 
that the China Capt., Andrea Dittis, came and told me 
how his brother Whaw at Langasaque desired to have 
it under my handwriting touching procuring trade into 
China. For, as he sayeth, they have laid out 3,000 taies! 
already to make way, and make reckoning it will cost 
them 5,000 taies more, in all 8,000 taies (I say eight thou- 
sand taies); which, if in case they procure us free trade 
into China, we are to pay them the said eight thou- 
sand taies back, with what else shall be thought fitting. 
But if they do not procure us free trade into China, the 
loss to stand upon themselves. 


I forgot to note down how Jorge Durois wrote me how 
a great Holland ship was cast away on the coast of 
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Lucan in the Phillippinas, out of the which the coun- 
try people saved 5 great pieces of ordnance, and that 
most part of the men were cast away in the ship, and 
those which escaped per swimming were taken pris- 
oners and sent to Manila... 


August 6... Capt. Speck! came late to the English house 
and Sir Matias with him and desired my company to 
go and see a piece of ordnance cast; which I did, but 
marvelled at their workmanship. For they carried the 
metal in ladles above 20 yards from the place where 
the mould stood, and so put it in ladleful after ladle; 
and yet made as formal ordinance as we do in 
Christendom, both of brass and iron. Captain Speck 
told me neither workmanship nor stuff did not stand 
him in half the price it cost them in Christendom. 


Captain Speck told me he received a bark’s lading of 
copper this day from Sackay and that his bark departed 
from thence three days after Mr. Eaton was departed 
from thence. God send him hither in safety... 


August 18. I went to Cochi to visit Capt. Adams and 
see our junk work. Went forward and carried him a 
bottle Spanish wine, two hens, one duck, a piece of 
pork, eight loaves bread and six millans and returned 
to Firando to dinner, having invited Albaro Monues 
who told me the Dutch mariners used him ill yester- 
day in words, calling him Cornu do, he being a mar- 
ried man. Whereupon grew some quarrel, for which 4 
or 5 Dutch mariners were ducked at yard arm and each 
one 40 strips at capstan. 


Also the China Capt. returned in our bark, the wind 
being still contrary, and, having given order along the 
coast to send our pilots if our ship came in sight, he 
went to Langasaque and stayed half a day, and bringeth 
word that his brother told him that the common re- 
port amongst both Spaniards and Portingals was that 
now they took the English to be their enemies, as well 
as the Hollanders, and therefore would take all our 
ships which traded into these parts of the world, etc. 
But I remember the old proverb, that ‘God sends a 
cursed cow short horns’. 


I find on a sudden that Mr. Wickham grows very sul- 
len humorous and, as I am informed, giveth out that 
he is not the Company’s servant, but at will, and there- 
fore will rather seek out for his return for England in 
some shipping from Langasaque to Siam or Pattania. I 
think the reason is that he hath fingered 5 or 6 cattis of 
good ambereris in the Liqueas, and thinketh to make 
an India voyage for himself, and to return Capt. or 
General for the Company at his pleasure. Once truly I, 
and I think all the rest of the English in these parts, 
desire rather his room than company. He is turbulent. 
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August 19.—Taccamon Dono sent me a present of 8 
hens. And I wrote a letter to Capt. Adams how the 
China Capt.’s brother had lent us 325 gantes of shark 
oil, and therefore wished him to send a man to An- 
drea, our host, to buy 400 or 500 gantes oil at 10 tais 
per hundredgantes, as he informed us there was 
enough to be had, to the intent we may pay what we 
owe and have to serve our turn. And I delivered fifty 
taies plate bars to Mr. Nealson to lay out about charge 
of junk. 


And Mr. Nealson paid Yaiemon Dono, our junk car- 
penter, forty 8 taies in plate of bars, and is in full pay- 
ment for 170 planks for the junk at 4 mas per piece; the 
rest, being 20 taies, was paid per him before. 


August 20.—I received a letter from Capt. Adams from 
Cochi, dated this day, how a bark with Spaniards from 
Langasaque put into that road and came from Mallial 
in shipping. The[y] say Don Lues de Fashardo did fight 
with 20 sail of Hollanders bound for the East Indies, 
and hath sunk or taken 12 of them, and the rest es- 
caped by flight. Also the[y] say the King of Spain hath 
wars with the Turk, and that this news is come from 
Madrid in 6 months per way of New Spain. 


And, after all, the Spaniards came to the English house, 
viz., Miguel de Salinas, Captain Medina, and a German 
called Marcus, with Alferis Tuerto and Lues Martin, and 
Albaro Monues accompanied them. They used many 
complementos and told me of Don Lues Fachardos dis- 
comfiting the Holland fleet going for the East Indies, 
but after such a divers sort that I can scarce believe it to 
be true; as also that 4 sail of English ships were passed 
the Straits of Magilanus into the South Sea... 


August 25.—I delivered one hundred rials of eight to Mr. 
Nealson to employ in stuffs with Dutch mariners who, 
as it should seem, have met with some prize per way; 
otherways they could not afford to sell so good cheap... 


August 29.—I wrote a letter to Capt. Adams how his 
scrivano told me our carpenters said they would not 
work a stroke on the junk except I gave them a bill of 
my hand to pay them as they were paid the last year: 
which I think is a trampo [= trap] of the Dutch to get 
our carpenters from us to serve their own turns, they 
now pretending to set out their rotten junk for to carry 
provision to the Moluccas. So I willed Capt. Adams to 
content them with a bill or what else so our business 
may go forward... 


Source: Diary of Richard Cocks, Cape Merchant in the English 
Factory in Japan, 1615-22, ed. E.M. Thompson, Vol. 1, Hakluyt 
Soc., LXVI, 1883, pp. 29, 33-34, 41-43, 45-46. 
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DUTCH EAST INDIA COMPANY 
CHARTER (1621) 


The Dutch East India Company formed in 1602 but did not 
receive its charter from the States-General of the Netherlands 
until 1621. Under the terms of the charter, the company was 
given a monopoly over all trade east of the Cape of Good 
Hope and west of the Strait of Magellan. Any other Dutch 
traders had to receive permission from the company to sail in 
these waters or their ships and goods would be confiscated. 
The Dutch East India Company established its headquarters 
at Batavia in 1619 and from there it exercised control over 
the spice trade. Although the British and the Portuguese at- 
tempted to gain footholds in the region, the Dutch forced them 
out of Indonesia, Malaya, and Ceylon (present-day Sri 
Lanka). Corruption within the company led to its dissolu- 
tion in the late eighteenth century, at which time all areas 
under its control became part of the Dutch empire. The Brit- 
ish conquered the colony established by the company at the 
Cape of Good Hope in 1814. 


JUNE 3, 1621 


The States-General of the United Netherlands, to 
all who shall see these Presents, or hear them read, 
Greeting. 

Be it known, that we knowing the prosperity of 
these countries, and the welfare of their inhabitants 
depends principally on navigation and trade, which 
in all former times by the said Countries were carried 
on happily, and with a great blessing to all countries 
and kingdoms; and desiring that the aforesaid inhab- 
itants should not only be preserved in their former 
navigation, traffic, and trade, but also that their trade 
may be encreased as much as possible in special con- 
formity to the treaties, alliances, leagues and covenants 
for traffic and navigation formerly made with other 
princes, republics and people, which we give them to 
understand must be in. all parts punctually kept and 
adhered to: And we find by experience, that without 
the common help, assistance, and interposition of a 
General Company, the people designed from hence for 
those parts cannot be profitably protected and 
mantained in their great risque from pirates, extortion 
and otherwise, which will happen in so very long a 
voyage. We have, therefore, and for several other im- 
portant reasons and considerations as thereunto mov- 
ing, with mature deliberation of counsel, and for highly 
necessary causes, found it good, that the navigation, 
trade, and commerce, in the parts of the West-Indies, 
and Africa, and other places hereafter described, should 
not henceforth be carried on any otherwise than by 
the common united strength of the merchants and in- 
habitants of these countries; and for that end there shall 
be erected one General Company, which we out of spe- 
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cial regard to their common well-being, and to keep 
and preserve the inhabitants of those places in good 
trade and welfare, will maintain and strengthen with 
our Help, Favour and assistance as far as the present 
state and condition of this Country will admit: and 
moreover furnish them with a proper Charter, and with 
the following Priveleges and Exemptions, to wit, That 
for the Term of four and twenty Years, none of the Na- 
tives or Inhabitants of these countries shall be permit- 
ted to sail to or from the said lands, or to traffic on the 
coast and countries of Africa from the Tropic of Cancer to 
the Cape of Good Hope, nor in the countries of America, 
or the West-Indies, beginning at the fourth end of Terra 
Nova, by the streights of Magellan, La Maire, or any other 
streights and passages situated thereabouts to the 
straights of Anian, as well on the north sea as the south 
sea, nor on any islands situated on the one side or the 
other, or between both; nor in the western or southern 
countries reaching, lying, and between both the me- 
ridians, from the Cape of Good Hope, in the East, to 
the east end of New Guinea, in the West, inclusive, but 
in the Name of this United Company of these United 
Netherlands. And whoever shall presume without the 
consent of this Company, to sail or to traffic in any of 
the Places within the aforesaid Limits granted to this 
Company, he shall forfeit the ships and the goods 
which shall be found for sale upon the aforesaid coasts 
and lands; the which being actually seized by the afore- 
said Company, shall be by them kept for their own 
Benefit and Behoof. And in case such ships or goods 
shall be sold either in other countries or havens they 
may touch at, the owners and partners must be fined 
for the value of those ships and goods: Except only, 
that they who before the date of this charter, shall have 
sailed or been sent out of these or any other countries, 
to any of the aforesaid coasts, shall be able to continue 
their trade for the sale of their goods, and cosine back 
again, or otherwise, until the expiration of this charter, 
if they have had any before, and not longer: Provided, 
that after the first of July sixteen hundred and twenty 
one, the day and time of this charters commencing, no 
person shall be able to send any ships or goods to the 
places comprehended in this charter, although that 
before the date hereof, this Company was not finally 
incorporated: But shall provide therein as is becom- 
ing, against those who knowingly by fraud endeavour 
to frustrate our intention herein for the public good: 
Provided that the salt trade at Ponte del Re may be con- 
tinued according to the conditions and instructions by 
us already given, or that may be given respecting it, 
any thing in this charter to the contrary notwithstand- 
ing. 

II. That, moreover, the aforesaid Company may, 
in our name and authority, within the limits herein 
before prescribed, make contracts, engagements and 
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alliances with the princes and natives of the countries 
comprehended therein, and also build any forts and 
fortifications there, to appoint and discharge Gover- 
nors, people for war, and officers of justice, and other 
public officers, for the preservation of the places, keep- 
ing good order, police and justice, and in like manner 
for the promoting of trade; and again, others in their 
place to put, as they from the situation of their affairs 
shall see fit: Moreover, they must advance the peo- 
pling of those fruitful and unsettled parts, and do all 
that the service of those countries, and the profit and 
increase of trade shall require: and the Company shall 
successively communicate and transmit to us such 
contracts and alliances as they shall have made with 
the aforesaid princes and nations; and likewise the 
situation of the fortresses, fortifications, and settle- 
ments by them taken. 

III. Saving, that they having chosen a governor 
in chief, and prepared instructions for him, they shall 
be approved, and a commission given by us, And that 
further, such governor in chief, as well as other 
deputy governors, commanders, and officers, shall 
be held to take an oath of allegiance to us and also to 
the Company. 

IV. And if the aforesaid Company in and of the 
aforesaid places shall be cheated under the appearance 
of friendship, or badly treated, or shall suffer loss in 
trusting their money or Goods, without having resti- 
tution, or receiving payment for them, they may use 
the best methods in their power, according to the situ- 
ation of their affairs, to obtain satisfaction. 

V. And if it should be necessary for the establish- 
ment, security and defence of this trade, to take any 
troops with them, we will, according to the constitu- 
tion of this country, and the situation of affairs furnish 
the said Company with such troops, provided they be 
paid and supported by the Company. 

VI. Which troops, besides the oath already taken 
to us and to his excellency, shall swear to obey the com- 
mands of the said Company, and to endeavour to pro- 
mote their interest to the utmost of their ability. 

VII. That the provosts of the Company on shore 
may apprehend any of the military, that have inlisted 
in the service of the aforesaid company, and may con- 
fine them on board the ships in whatever city, place, or 
jurisdiction they may be found; provided, the provosts 
first inform the officers and magistrates of the cities 
and places where this happens. 

VII. That we will not take any ships, ordnance, or 
ammunition belonging to the company, for the use of 
this country, without the consent of the said company. 

IX. We have moreover incorporated this company, 
and favoured them with privileges, and we give them 
a charter besides this, that they may pass freely with 
all their ships and goods without paying any toll to the 
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United Provinces; and that they themselves may use 
their liberty in the same manner as the free inhabit- 
ants of the cities of this country enjoy their freedom, 
notwithstanding any person who is not free may be a 
member of this company. 

X. That all the goods of this company during the 
eight next ensuing years, be carried out of this country 
to the parts of the West Indies and Africa, and other 
places comprehended within the aforesaid limits, and 
those which they shall bring into this country, shall be 
from outward and home convoys; provided, that if at 
the expiration of the aforesaid eight years, the state and 
situation of these Countries will not admit of this 
Freedom’s continuing for a longer time, the said goods, 
and the merchandises coming from the places men- 
tioned in this Charter, and exported again out of these 
countries, and the outward convoys and licenses, dur- 
ing the whole time of this Charter, shall not be rated 
higher by us than they have formerly been rated, un- 
less we should be again engaged in a war, in which 
case, all the aforesaid goods and merchandises will not 
be rated higher by us than they were in the last list in 
time of war. 

XI. And that this company may be strengthened 
by a good government, to the greatest profit and satis- 
faction of all concerned, we have ordained, that the 
said government shall be vested in five chambers of 
managers; one at Amsterdam,—this shall have the 
management of four-ninths parts; one chamber in 
Zealand, for two-ninth parts; one chamber at the 
Maeze, for one-ninth part; one chamber in North Hol- 
land, for one-ninth-part; and the fifth chamber in 
Friesland, with the city and country, for one-ninth part; 
upon the condition entered in the record of our reso- 
lutions, and the Act past respecting it. And the Prov- 
inces in which there are no chambers shall be 
accommodated with so many managers, divided 
among the respective chambers, as their hundred thou- 
sand guilders in this company shall entitle them to. 

XII. That the chamber of Amsterdam shall consist 
of twenty managers; the chamber of Zealand of twelve; 
the chambers of Maeze and of the North Part, each of 
fourteen, and the chamber of Friesland, with the city 
and country, also of fourteen managers; if it shall here- 
after appear, that this work cannot be carried on with- 
out a greater number of persons; in that case, more may 
be added, with the knowledge of nineteen, and our 
approbation, but not otherwise. 

XIII. And the States of the respective United Prov- 
inces are authorized, to lay before their High 
Mightinesses’ ordinary deputies, or before the magis- 
trates of the cities of these Provinces, any order for reg- 
istering the members, together with the election of 
managers, if they find they can do it according to the 
constitution of their Provinces. Moreover, that no per- 
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son m the chamber of Amsterdam shall be chosen a 
manager who has not of his own in the fields of the 
company, the sum of five thousand guilders; and the 
Chamber of Zealand four thousand Builders, and the 
chamber of Maeze, of the North Part, and of Friesland, 
with the city and country. the like sum of four thou- 
sand guilders. 

XIV. That the first managers shall serve for the term 
of six years, and then one-third part of the number of 
managers shall be changed by lot; and two years after 
a like third part, and the two next following years, the 
last third part; and so on successively the oldest in the 
service shall be dismissed; and in the place of those 
who go off, or of any that shall die, or for any other 
reason be dismissed, three others shall be nominated 
by the managers, both remaining and going oaf, to- 
gether with the principal adventures in person, and at 
their cost, from which the aforesaid Provinces, the 
deputies, or the magistrates, shall make a new election 
of a manager, and successively supply the vacant 
places; and it shall be held before the principal adven- 
turers, who have as great a concern as the respective 
managers. 

XV. That the accounts of the furniture and outfit of 
the vessels, with their dependencies, shall be made up 
three months after the departure of the vessels, and 
one month after, copies shall be sent to us, and to the 
respective chambers: and the state of the returns, and 
their sales, shall the chambers (as often as we see good, 
or they are required thereto by the chambers) send to 
us and to one another. 

XVI. That every six years they shall make a gen- 
eral account of all outfits and returns, together with all 
the gains and losses of the company; to wit, one of their 
business, and one of the war, each separate; which ac- 
counts shall be made public by an advertisement, to 
the end that every one who is interested may, upon 
hearing of it, attend; and if by the expiration of the sev- 
enth year, the accounts are not made out in manner 
aforesaid, the managers shall forfeit their commissions, 
which shall be appropriated to the use of the poor, and 
they themselves be held to render their account as be- 
fore, till such time and under such penalty as shall be 
fixed by us respecting offenders. And notwithstand- 
ing there shall be a dividend made of the profits of the 
business, so long as we find that term per Cent shall 
have been gained. 

XVII. No one shall, during the continuance of this 
charter, withdraw his capital, or sum advanced from 
this company; nor shall any new members be admit- 
ted. If at the expiration of four and twenty years it shall 
be found good to continue this company, or to erect a 
new one, a final account and estimate shall be made 
by the nineteen, with our knowledge, of all that be- 
longs to the company, and also of all their expences, 
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and any one, after the aforesaid settlement and esti- 
mate, may withdraw his money, or continue it in the 
new company, in whole or in part, in the same propor- 
tion as in this; And the new company shall in such case 
take the remainder, and pay the members which do 
not think fit to continue in the company their share, at 
such times as the nineteen, with our knowledge and 
approbation, shall think proper. 

XVIIL That so often as it shall be necessary to have 
a general meeting of the aforesaid chambers, it shall be 
by nineteen persons, of whom eight shall come from 
the chamber of Amsterdam; from Zealand, four; from 
the Maeze, two; from North Holland, two; from 
Friesland, and the city and country, two, provided, that 
the nineteen persons, or so many more as we shall at 
any time think fit, shall be deputed by US for the pur- 
pose of helping to direct the aforesaid meeting of the 
company. 

XIX. By which general meeting of the aforesaid 
chambers, all the business of this Company which shall 
come before them shall be managed and finally settled, 
provided, that in case of resolving upon a war, our 
approbation shall be asked. 

XX. The aforesaid general meeting being sum- 
moned, it shall meet to resolve when they shall fit out, 
and how many vessels they will send to each place, 
the company in general observing that no particular 
chamber shall undertake any thing in opposition to the 
foregoing resolution, but shall be held to carry the same 
effectually into execution. And if any chamber shall be 
found not following the common resolution, or con- 
travening it, we have authorized, and by these presents 
do authorize, the said meeting, immediately to cause 
reparation to be made of every defect or contraven- 
tion, wherein we, being desired, will assist them. 

XXI. The said general meeting shall be held the first 
six years in the city of Amsterdam, and two years there- 
after in Zealand. and so on from time to time in the 
aforesaid two places. 

XXII. The managers to whom the affairs of the com- 
pany shall be committed, who shall go from home to 
attend the aforesaid meeting or otherwise, shall have 
for their expences and wages, four guilders a day, be- 
sides boat and carriage hire; Provided, that those who 
go from one city to another, to the chambers as manag- 
ers and governors, shall receive no wages or travelling 
charges, at the cost of the company. 

XXIII. And if it should happen that in the afore- 
said general meeting, any weighty matter should come 
before them wherein they cannot agree, or in case the 
vote are equally divided, the same shall be left to our 
decision; and whatever shall be determined upon shall 
be carried into execution. 

XXIV. And all the inhabitants of these countries, 
and also of other countries, shall be notified by public 
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advertisements within one month after the date hereof, 
that they may be admitted into this Company, during 
five months from the first of July this year, sixteen hun- 
dred and twenty one, and that they must pay the 
money they put into the Stock in three payments; to 
wit, one third part at the expiration of the aforesaid 
five months, and the other two-thirds parts within 
three next succeeding years. In case the aforesaid gen- 
eral meeting shall find it necessary to prolong the time 
the members shall be notified by an advertisement. 

XXV. The ships returning from a voyage shall come 
to the place they sailed from; and if by stress of weather. 
the vessels which sailed out from one part shall arrive 
in another; as those from Amsterdam, or North Hol- 
land, in Zealand, or in the Maeze; or from Zealand, in 
Holland; or those from Friesland, with the city and 
country, in another part; each chamber shall neverthe- 
less have the direction and management of the vessels 
and goods it sent out, and shall send and transport the 
goods to the places from whence the vessels sailed, ei- 
ther in the same or other vessels: Provided, that the 
managers of that chamber shall be held in person to 
find the place where the vessels and goods are arrived, 
and not appoint factors to do this business; but in case 
they shall not be in a situation for travelling, they shall 
commit this business to the chamber of the place where 
the vessels arrived. 

XXVI. If any chamber has got any goods or returns 
from the places included within the Limits of this char- 
ter, with which another is not provided, it shall be held 
to send such goods to the chamber which is unpro- 
vided, on its request, according to the situation of the 
case, and if they have sold them, to send to another 
chamber for more. And in like manner, if the manag- 
ers of the respective chambers have need of any per- 
sons for fitting out the vessels, or otherwise, from the 
cities where there are chambers or managers, they shall 
require and employ the managers, of this company, 
without making use of a factor. 

XXVII. And if any of the Provinces think fit to ap- 
point an agent to collect the money from the inhabit- 
ants, and to make a fund in any chamber, and for paying 
dividends, the chamber shall be obliged to give such 
agent access, that he may obtain information of the state 
of the disbursements and receipts, and of the debts; 
provided, that the money brought in by such agent 
amount to fifty thousand builders or upwards. 

XXVIII. The managers shall have for commissions 
one per cent. On the outfits and returns, besides the 
Prince’s; and an half per cent. On gold and silver: which 
commission shall be divided; to the Chamber of 
Amsterdam, four-ninth parts; the Chamber of Zealand, 
two-ninth parts; the Maeze, one-ninth part; North 
Holland, one-ninth part, and Friesland, with the city 
and country, a like ninth part. 
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XXIX. Provided that they shall not receive commis- 
sions on the ordnance and the ships more than once. 
They shall, moreover, have no commissions on the 
ships, ordnance, and other things with which we shall 
strengthen the Company; nor on the money which 
they shall collect for the Company, nor on the profits 
they receive from the goods, nor shall they charge the 
Company with any expenses of traveling or provisions 
for those to whom they shall commits the providing a 
cargo, and purchasing goods necessary for it. 

XXX. The book-keepers and cashiers shall have a 
salary paid them by the managers out of their com- 
missions. 

XXXI. The manager shall not deliver or sell to the 
Company, in whole or in part, any of their own ships, 
merchandise or goods; nor buy or cause to be bought, 
of the said Company, directly or indirectly, any goods 
or merchandize nor have any portion or part therein 
on forfeiture of one year’s commissions for the use of 
the poor, and the loss of Office. 

XXXII. The managers shall give notice by adver- 
tisement, as often as they have a fresh importation of 
goods and merchandize, to the end that every one may 
have seasonable knowledge of it, before they proceed 
to a final sale. 

XXXII. And if it happens that in either Chamber, 
an of the managers shall get into such a situation, that 
he cannot make good what was entrusted to him dur- 
ing his administration, and in consequence thereof any 
loss shall happen, such Chamber shall be liable for the 
damage, and shall also be specially bound for their 
administration, which shall also be the case with all the 
members, who, on account of goods purchased, or oth- 
erwise, shall become debtors to the Company, and so 
shall be reckoned all cases relating to their stock and 
what may be due to the Company. 

XXXIV. The managers of the respective chambers 
shall be responsible for their respective cashiers and 
book-keepers. 

XXXV. That all the goods of this Company which 
shall be sold by weight shall be sold by one weight, to 
wit, that of Amsterdam; and that all such goods shall 
be put on board ship, or in store without paving any 
excise, import or weigh-money; provided that they 
being sold; shall not be delivered in any other way than 
by weight; and provided that the impost and weigh- 
money shall be paid as often as they are alienated, in 
the same manner as other goods subject to weigh- 
money. 

XXXVI. That the persons or goods of the manag- 
ers shall not be arrested, attached or encumbered, in 
order to obtain from them an account of the adminis- 
tration of the Company, nor for the payment of the 
wages of those who are in the service of the Company, 
but those who shall pretend to take the same upon 
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them, shall be bound to refer the matter to their ordi- 
nary judges. 

XXXVII. So when any ship shall return from a voy- 
age, the generals or commanders of the fleets, shall be 
obliged to come and report to us the success of the voy- 
age of such ship or ships, within ten days after their 
arrival, and shall deliver and leave with us a report in 
writing, if the case requires it. 

XXXVIIIL. And if it happens (which we by no means 
expect) that any person will, in any manner, hurt or 
hinder the navigation, business, trade, or traffic of this 
Company, contrary to the common right, and the con- 
tents of the aforesaid treaties, leagues, and covenants, 
they shall defend it against them, and regulate it by 
the instructions we have given concerning it. 

XXXIX. We have moreover promised and do prom- 
ise, that we will defend this Company against every 
person in free navigation and traffic, and assist them 
with a million of Builders, to be paid in five years, 
whereof the first two hundred thousand guilders shall 
be paid them when the first payment shall be made by 
the members; Provided that we, with half the afore- 
said million of Builders, shall receive and bear profit 
and risque in the same manner as the other members 
of this Company shall. 

XL. And if by a violent and continued interrup- 
tion of the aforesaid navigation and traffic, the busi- 
ness within the limits of their Company shall be 
brought to an open war, we will, if the situation of this 
country willin any wise admit of it, give them for their 
assistance sixteen ships of war, the least one hundred 
and fifty lasts burthen; with four good well sailing 
yachts, the least, forty lasts burthen, which shall be 
properly mounted and provided in all respects, both 
with brass and other cannon, and a proper quantity of 
ammunition, together with double suits of running and 
standing rigging, sails, cables, anchors, and other things 
thereto belonging, such as are proper to be provided 
and used in all great expeditions; upon condition, that 
they shall be manned, victualled, and supported at the 
expense of the Company, and that the Company shall 
be obliged to add thereto sixteen like ships of war, and 
four yachts, mounted and provided as above, to be used 
in like manner for the defence of trade and all exploits 
of war: Provided that all the ships of war and merchant- 
men (that shall be with those provided and manned as 
aforesaid) shall be under an admiral appointed by us 
according to the previous advise of the aforesaid Gen- 
eral Company, and shall obey our commands, together 
with the resolutions of the Company, if it shall be nec- 
essary, in the same manner as in time of war; so not- 
withstanding that the merchantmen shall not 
unnecessarily hazard their lading. 

XLI. And if it should happen that this country 
should be remarkably eased of its burthens, and that 
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this Company should be laid under the grievous 
burthen of a war, we have further promised, and do 
promise, to encrease the aforesaid subsidy in such a 
manner as the situation of these countries will admit, 
and the affairs of the Company shall require. 

XLII. We have moreover ordained, that in case of 
a war, all the prizes which shall be taken from enemies 
and pirates within the aforesaid limits, by the Com- 
pany or their assistants; also the goods which shall be 
seized by virtue of our proclamation, after deducting 
all expenses and the damage which the Company shall 
suffer in taking each prize, together with the just part 
of his excellency the admiral, agreeable to our resolu- 
tion of the first of April sixteen hundred and two; and 
the tenth part for the officers, sailors and soldiers, who 
have taken the prize, shall await the disposal of the 
managers of the aforesaid Company; Provided that the 
account of them shall be kept separate and apart from 
the account of trade and commerce; and that the nett 
proceeds of the said prizes shall be employed in fit- 
ting our ships, paying the troops, fortifications, garri- 
sons, and like matters of war and defence by sea and 
land; but there shall be no distribution unless the said 
nett proceeds shall amount to so much that a notable 
share may be distributed without weakening the said 
defence, and after paying the expenses of the war, 
which shall be done separate and apart from the dis- 
tributions on account of Trade: And the distribution 
shall be made one-tenth part for the use of the United 
Netherlands, and the remainder for the members of 
this Company, in exact proportion to the capital they 
have advanced. 

XLHI. Provided nevertheless, that all the prizes 
and goods, taken by virtue of our proclamation, shall 
be brought in, and the right laid before the judicature 
of the counsellors of the admirality for the part to 
which they are brought, that they may take cognizance 
of them, and determine the legality or illegality of the 
said prizes: the process of the administration of the 
goods brought in by the Company remaining never- 
theless pending, and that under a proper inventory; 
and saving a revision of what may be done by the sen- 
tence of the admirality, agreeable to the instruction 
given the admiralty in that behalf. Provided that the 
vendue-masters and other officers of the Admiralty 
shall not have or pretend to any right to the prizes 
taken by this Company, and shall not be employed 
respecting them. 

XLIV. The managers of this Company shall sol- 
emnly promise and swear, that they will act well and 
faithfully in their administration, and make good and 
just accounts of their trade: That they in all things will 
consult the greatest profit of the Company, and as much 
as possible prevent their meeting with losses: That they 
will not give the principal members any greater ad- 
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vantage in the payments or distribution of money than 
the least: That they, in getting in and receiving out- 
standing debts, will not favour one more than another: 
that they for their own account will take, and, during 
the continuance of their administration, will continue 
to take such sum of money as by their charter is allot- 
ted to them; and moreover, that they will, as far as con- 
cerns them, to the utmost of their power, observe and 
keep, and cause to be observed and kept, all and every 
the particulars and articles herein contained. 

XLV. All which privileges, freedoms and exemp- 
tions, together with the assistance herein before men- 
tioned, in all their particulars and articles, we have, with 
full knowledge of the business, given, granted, prom- 
ised and agreed to the aforesaid Company; giving, 
granting, agreeing and promising moreover that they 
shall enjoy them peaceably and freely; ordaining that 
the same shall be observed and kept by all the magis- 
trates, officers and subjects of the United Netherlands, 
without doing anything contrary thereto directly or 
indirectly, either within or out of these Netherlands, 
on penalty of being punished both in life and goods as 
obstacles to the common welfare of this country, and 
transgressors of our ordinance: promising moreover 
that we will maintain and establish the Company in 
the things contained in this charter, in all treaties of 
peace, alliances and agreements with the neighboring 
princes, kingdoms and countries, without doing any- 
thing, or suffering any thing to be done which will 
weaken their establishment. Charging and expressly 
commanding all governors, justices, officers, magis- 
trates and inhabitants of the aforesaid United Nether- 
lands, that they permit the aforesaid Company and 
managers peaceably and freely to enjoy the full effect 
of this charter, agreement, and privilege, without any 
contradiction or impeachment to the-contrary. And that 
none may pretend ignorance hereof, we command that 
the contents of this charter shall be notified by publi- 
cation, or an advertisement, where, and in such man- 
ner, as is proper; for we have found it necessary for the 
service of this country. 

Given under our Great Seal, and the Signature and 
Seal of our Recorder, at the Hague, on the third day of 
the month of June, in the year sixteen hundred and 
twenty one. 


Was countersigned 

J. MAGNUS, Secr. 

Underneath was written, 

The ordinance of the High and Mighty Lords the States 
General. 

It was subscribed, 

C. AERSSEN. 

And has a Seal pendant, of red Wax, and a string of 
white silk. 
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Source: The Federal and State Constitutions Colonial Charters, 
and Other Organic Laws of the States, Territories, and Colonies 
Now or Heretofore Forming the United States of America. Com- 
piled and edited under the Act of Congress of June 30, 1906, by 
Francis Newton Thorpe (Washington, DC: U.S. Government 
Printing Office, 1909). 


SIR THOMAS CULPEPPER’S TRACT 
AGAINST USURY (1621) 


During the early fifteenth century the British and the Dutch 
competed with each other for trade throughout Europe and 
the far-flung regions of the world. In this tract, written by 
Sir Thomas Culpepper, the author argues that the Dutch have 
an unfair advantage in that the highest interest rate allowed 
by law was six percent whereas the English financial insti- 
tutions could charge as high as ten percent. The higher rate 
of interest inhibited trade and created an opportunity for the 
Dutch to out-trade the merchants of England. 


To LEAVE the proofs of the unlawfulness of usury to 
divines, wherein a number, as well Protestants as Pa- 
pists, have learnedly written; here is only set down 
some arguments to show how great the hurt is it doth 
to this kingdom which hath no gold nor silver mines, 
but plenty of commodities, and many and great ad- 
vantages of trade to which the high rate of usury is a 
great prejudice and decay. 


For proof, how much the high rate of usury decays 
trade: we see that generally all merchants, when they 
have gotten any great wealth, leave trading and fall to 
usury, the gain thereof being so easy, certain, and great; 
whereas in other countries, where usury is at a lower 
rate, and thereby lands dearer to purchase, they con- 
tinue merchants from generation to generation to en- 
rich themselves and the State. 


Neither are they rich tradesmen only that give over 
trading, but a number of beginners are undone or dis- 
couraged by the high rate of usury, their industry serv- 
ing but to enrich others, and beggar themselves. 


We also see many trades themselves much decayed, 
because they will not afford so great a gain as ten in 
the hundred; whereas if the rate of usury were not 
higher here than in other countries, they had still sub- 
sisted and flourished, and perhaps with as much ad- 
vantage to the public, as those that do bring more to 
the private adventurers. 


Yet are not those the greatest hindrances the high rate 
of money brings to trade; our greatest disadvantage is 
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that other nations, especially our industrious neigh- 
bours the Dutch, are therein wiser than we; for with 
them, and so in most countries with whom we hold 
commerce, there is not any use for money tolerated 
above the rate of six in the hundred. Whereby it must 
of necessity come to pass, though they have no other 
advantages of industry and frugality, that they must 
out-trade us; for if they make return of ten per centum, 
they almost double the use allowed, and so make a very 
gainful trade. But with us, where ten in the hundred is 
so current, it is otherwise; for if we make not above 
ten, we are losers, and consequently the same trade 
being with them and us equally good for the public, is 
to the private adventurers loss-full with us, with them 
very gainful. And where the good of the public and 
private men’s go not together, the public is seldom 
greatly advanced. 


And as they out-trade, so they may afford to undersell 
us in the fruits of the earth, which are equally natural 
to our and their lands, as to our great shame we see 
our neighbours the Dutch do, even in our own coun- 
try; for in most commodities the earth brings forth, the 
stock employed in planting and managing of them 
makes a great (in many the greatest) part of their price; 
and consequently, their stock with them being rated at 
six in the hundred, they may with great gain undersell 
us, our stock with us being rated at ten. 


And as they may out-trade us and undersell us, so are 
all contributions to the war, works of piety, and glory 
of the state, cheaper to them than to us; for the use for 
money going with us near double the rate it doth in 
other countries, the giving the same sum must needs 
be double the charge to us, itis to them. Amongst other 
things which the King with so much wisdom delivered 
to the House of Parliament, he committed to their con- 
sideration the balancing of trade and commerce, 
wherein there is nothing of greater consequence than 
the rate of usury, which holds no proportion with us 
and other nations, to our disadvantage, as by experi- 
ence we see and feel. 


Neither is the high rate of usury less hurtful to com- 
merce within the land, the gain by usury being so easy, 
certain, and extreme great, as they are not only mer- 
chants and tradesmen, but landed men, farmers, and 
men of profession that grow lazy in their professions, 
and become usurers; for the rate of usury is the mea- 
sure by which all men trade, purchase, build, plant, or 
any other ways bargain. 


It hath been the wisdom and care of former Parliaments 
to provide for the preservation of wood and timber; 
for which there is nothing more available than the call- 


SIR THOMAS CULPEPPER’S TRACT AGAINST USURY 


ing down of the high rate of usury; for as the rate of 
money now goeth, no man can let his timber stand, 
nor his wood grow to such year’s growth as is best for 
the commonwealth, but it will be very loss-full to him, 
the stock of the woods, after they are worth forty or 
fifty shillings the acre, growing faster at ten in the hun- 
dred than the woods themselves do. And for shipping, 
which is the strength and safety of this land, I have 
heard divers merchants of good credit say, that if they 
would build a ship, and let it to any other to employ, 
they cannot make of their money that way, counting 
all charges, tear and wear, above ten or twelve in the 
hundred, which can be no gainful trade, money itself 
going at ten in the hundred. But in the Low Countries, 
where money goeth at six, the building of ships, and 
hiring them to others is a gainful trade; and so the stock 
of rich men and the industry of beginners are well 
joined for the public. 


And yet that which is above all the rest the greatest sin 
against the land is that it makes the land itself of small 
value, nearer the rate of new-found lands, than of any 
other country, where laws, government, and peace, 
have so long flourished. For the high rate of usury 
makes land sell so cheap; and the cheap sale of land is 
the cause men seek no more by industry and cost to 
improve them; and this is plain both by example and 
demonstration, for we see in other countries, where 
the use of money is of a low rate, lands are generally 
sold for 3, 4, in some for 5 years’ purchase. And we 
know by the rule of bargaining that if the rate of use 
were not greater here than in other countries, lands 
were then as good a pennyworth, at twenty years’ 
purchase, as they are now at sixteen. For lands being 
the best assurance and securest inheritance will still 
bear a rate above money. Now if lands were at thirty 
years’ purchase, or near it, there were no so cheap pur- 
chase as the amendment of our own lands, for it would 
be much cheaper to make one acre of land, now worth 
five shillings by the year, to be worth ten shillings, or 
being worth ten to be worth twenty shillings, and so 
in proportion, than to purchase another acre worth five 
or ten shillings. And in every acre thus purchased to 
the owner, by the amendment of his own, there were 
another purchased to the commonwealth. .. . Then 
would all the wet lands in this kingdom soon be 
drained, the barren lands mended by marl, sleech, 
lime, chalk, sea-sand, and other means, which for their 
profit, men’s industry would find out. We see with how 
great industry and charge our neighbours, the Dutch, 
do drain and maintain their lands against the sea which 
floweth higher above them, than it doth above the low- 
est parts of our drowned lands. I will admit a great 
deal to their industry, but I should very unwillingly 
grant that they are so much more ingenious and in- 
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dustrious than we, as that all the odds were therein. 
Certainly, the main cause of it is that with us money is 
dear, and land cheap, with them lands dear, and money 
cheap; and consequently the improvement of their 
lands at so great a charge with them is gainful to the 
owners, which with us would be loss-full; for usury 
going at ten in the hundred, if a man borrow five 
pounds, and bestow it on an acre of ground, the 
amendment stands him in ten shillings the year; and 
being amended, the land is not worth above fifteen 
years’ purchase. But if the use of money went at no 
more with us than in other places, then five pound 
bestowed upon an acre of ground would stand a man 
but in five or six shillings a year, and the acre of land 
so amended would be worth, as hath been shewed, 
six and twenty or thirty years’ purchase. Whereby it 
appeareth that as the rate of use now goeth, no man 
(but where the land lieth extraordinarily happily for 
it) can amend his land, but to his own loss; whereas if 
money were let as it is in other countries, he might 
bestow more than double so much as now he may, and 
yet be a great gainer thereby; and consequently, as was 
before remembered, should to his own benefit pur- 
chase land to the commonwealth. 


Neither would such purchase of land to the common- 
wealth be the benefit to the landed men only; the ben- 
efit would be as much to the poor labourers of the land. 
For now when corn and other fruits of the land which 
grow by labour are cheap, the plough and mattock are 
cast into the hedge, there is little work for poor men, 
and that at alow rate, whereas if the mendment of their 
own lands were the cheapest purchase to the owner, if 
there were many more people than there are, they 
should readily set awork, at better rates than they now 
are, and none that had their health and limbs could be 
poor, but by their extremest laziness. 


And as the high rate of usury doth imbase land, so it is 
as great a hindrance to discoveries, plantations, and all 
good undertakings, making it near double as charge- 
able to the adventurers (money being at ten in the hun- 
dred), as it is in other countries, where the use of money 
is so much lower. ... 


The objections likely to be made against the calling 
down of money are first, that general objection of ig- 
norance against all changes, be they never so neces- 
sary and apparently good, that it hath been so a long 
time, and been well enough; what will become of the 
alteration, we cannot tell, why then should we make 
any change? 


Secondly, that as in bodies natural, so in politic, great 
and sudden changes are most commonly dangerous. 
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Thirdly, that money will be suddenly called in, and so 
all borrowers greatly prejudiced. 


Fourthly, that money will be harder to come by, and 
thereby commerce greatly hindered. 


Lastly, that much money of foreigners, by reason of the 
high rate of usury, is brought over here to be managed 
at interest, which would be carried away again, if the 
rate of usury should be called down. 


Source: Sir Thomas Culpepper, A Tract against Usurie (pre- 
sented to the High Court of Parliament, London, 1621). 


SIR THOMAS ROE’S SPEECH ON 
THE DECAY OF TRADE (1641) 


After having served as the British ambassador to the Mughal 
empire, during which time he negotiated protection for En- 
glish merchants in Surat, Sir Thomas Roe became an expert 
on commerce and trade. In the following excerpt from a speech 
before Parliament, Roe discusses the impact of the drainage 
of specie on the British economy as well as remedies to pre- 
vent it. He also explores the ramifications of expanding the 
cloth trade from wool to cotton, a commodity available to the 
British from India. 


Sir Thomas Roe’s Speech in Parliament, wherein he 
sheweth the cause of the decay of coin and trade in 
this land, especially of merchants’ trade. And also 
propoundeth a way to the House, how they may be 
increased. 


Printed in the year, 1641. 


IT is a general opinion, that the trade of England was 
never greater, and it may be true, that if it be so, yet it 
will not absolutely conclude, that the kingdom doth 
increase in riches, for the trade may be very abundant, 
and yet, by consumption and importance [ = import- 
ing] of more than is expected [ = exported], the stock 
may waste. 


The balance would be a true solution of the question, 
if it could be rightly had; but, by reason it must be made 
up by a medium of the Books of Rates, it will be very 
uncertain. 


Therefore we must seek another rule that is more sen- 
sible, upon which we may all judge, and that may be 
by the plenty or scarcity of money; for it is a true rule, 
if money increase, the kingdom doth gain by trade; if 
it be scarce, it loseth. 
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Let us therefore consider: first, whether our gold and 
silver be not decreased, and then by what means it is 
drained; and lastly, how it may be prevented, and what 
remedies are applicable to effect it. 


It is out of doubt our gold is gone to travel without 
licence, that is visible beyond seas, and every receiver 
of sums of money must find it privately; and I fear the 
same of silver, for observing the species of late coining, 
many half-crowns were stamped which are no more 
to be seen, and by this measure, I conclude the king- 
dom grows poor. 


The causes of this decay of money may be many: it 
may be stolen out for profit, going much higher be- 
yond seas, especially in France and Holland. 


Much coin hath been drawn away, without doubt, by 
the French, who have brought in wares of little bulk, 
perhaps without custom, but of dear price, and, hav- 
ing turned it into gold, have returned without invest- 
ing any part thereof; and such petty merchants cannot 
be reached by the Statute of Employments. 


Another cause of scarcity of coin may be the over-strict 
rule of the uncurrentness of any good coin, and that it 
must be sold here as bullion; in that case, what stranger 
will bring in money? Whereas, if every good species 
be current, according to this assay and weight in pro- 
portion to our coin, or rather a little higher, it will draw, 
namely, money by degrees into England, as lower 
grounds do water from higher, though they see not the 
channels; and we see France, Holland, and Germany 
admit all good coins, though foreign, far and above 
their intrinsic value. 


But I will end this search by proposing some general 
remedies; for I do now but make essays, and give occa- 
sion to more subtle and particular disquisitions: 


1. To the first leak of stealing away coin, I would make 
it felony by an act; for, ifa man may justly suffer death 
for robbing of a private man, I see no injustice nor cru- 
elty to inflict the same punishment upon him that robs 
a kingdom. 


2. That the neighbour princes and states do cry up our 
money, and so entice it from us. This, in my judgement, 
ought to be provided for by our treaties, which was 
the old way, especially of commerce, by agreeing and 
publishing of placarts, according to a true par; for that 
prince, that will make a treaty of commerce, doth it for 
the use of the commodity; which, certainly, I would 
deny any prince, that would not consent to keep mon- 
ies even, by their true values; at least, that would set a 
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higher price upon our money than the King hath done; 
and if our coin did either keep beyond the seas the 
English value, or were bullion and uncurrent, the 
stranger should have as little of our money as we have 
of theirs. 


Ishall not doubt to offend any but the Mint, which may 
be recompensed to his Majesty, in his Customs, if 
money be plentiful; for all goods will follow money. If 
I did propose the currentness of all goods, and great 
species of foreign coins, for their true intrinsic value, 
according to the par with ours; and ifI say a little higher, 
according to occasions, keeping our own coin pure and 
constant to be cried down as much under according to 
occasions, I think it will be a policy both reasonable 
and profitable, by experience tried in other states. 


Isaid at first, it was a general opinion, that trade never 
flourished more than now, and it may be so; but we 
must consider this be not accidental, and changeable 
and depending more upon the iniquity or misery of 
the times, than upon our own foundation and indus- 
try; and, if that be so, then it is no sure ground for a 
state to rely upon; for if the causes change, the effects 
will follow. 


Now it is true that our great trade depends upon the 
troubles of our neighbours, and we enjoy almost the 
trade of Christendom; but, if a peace happen betwixt 
France, Spain, and the United Provinces, all these will 
share what we now possess alone; and therefore we 
must provide for that day, for nothing stands secure 
but upon its own foundation. 


To make, then, our own trade secure, we must consider 
our own staple commodities, whereof wool is the 
chiefest, and seek the way to both, to keep up the price 
at home, and the estimation of all commodities made 
of that, and to be vented abroad. 


Some other helps we have, as tin, lead, and such like; 
but I dare confidently affirm that nothing exported, of 
our own growth, hath balanced our riotous consump- 
tion at home, but those foreign commodities, which I 
call naturalized, that is, that surplus of our East India 
trade, which being brought home in greater quantities 
than are spent within the kingdom, are exported again, 
and become in value and use as natural commodities; 
and therefore, by the way, I hold it absolutely neces- 
sary to maintain that trade by a regulation with the 
Dutch, of which more reason shall be given when that 
particular shall be taken into consideration. 


We have yet another great help which is our own, and 
wants only our industry, to gather the harvest; which is 
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our fishing and erecting of busses, both for the enrich- 
ing of our kingdom, and the breeding of mariners; and 
this by private industry, though to private loss, is beaten 
out already, and shall be offered to the Commonwealth, 
if they please to accept of it; and to give you one only 
encouragement, I do avow that before the Dutch were 
lately interrupted by the Dunkirkers, by their industry 
and our fish, they made as great returns between Danzig 
and Naples, as the value of all our cloth, which is one 
million yearly; and this, in a due place, I desire should 
have its due weight and consideration. 


We have one help more, if we knew how to use it, that 
is, by the new drained lands in the fens, most fit for 
flax and hemp, to make all sorts of linen for the body, 
for the house, and sails for ships. That is a Dutch and 
French trade: but, in Holland, one acre of ground is 
rented at three pounds, which if the Hollanders may 
have in the fens for ten or twelve shillings, it will be 
easy to draw the manufacture into England, which will 
set infinite people at work, and we may be able to serve 
other nations with that, which we buy dear from them; 
and then the state and kingdom will be happy and rich, 
when the King’s Customs shall depend upon com- 
modities exported, and those able to return all things 
which we want, and then our money must stay within 
our kingdom, and all the trade return in money; to 
encourage you to this, I give you one example: 


That if the several sorts of calicoes made of cotton wools, 
in the Mogul’s and Dan’s dominions, doth clothe from 
head to foot all Asia, a part of Europe, Egypt, much of 
Africa, and the Eastern Islands, as far as Sumatra; which 
makes that prince, without mines, the richest prince in 
the world; and, by his Majesty’s grace and privileges 
granted to the Dutch, lam confident we may make and 
undersell, in all linen cloth, all the nations in Europe. 


But I have now wandered far from my theme, which 
was the decay of trade, and of the woollen commodity. 


I must first, therefore, present to your consideration 
the causes thereof, in my observations, whereof some 
are internal, and some external. 


The internal have proceeded from our own false mak- 
ing, and stretching, and such like practices, whereby, 
indeed, our cloth is discredited; I speak by experience, 
from Danzig and Holland, northward to Constantino- 
ple, as I will instance in due time. 


This false lucre of our own, and the interruption in the 
dyeing and dressing projected and not overcome, gave 
the first wound, though, could it have been corn 
passed, it had doubled the value of our commodity. 
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This hath caused the Dutch, Silesians, and Venetians 
to attempt the making of cloth, and now, by experi- 
ence, as Iam informed, the half is not vented, that was 
in the latter age. 


Another internal cause hath risen from such imposi- 
tions as have made our cloth too dear abroad, and, con- 
sequently, taught others to provide for themselves. 


Another internal cause hath sprung from pressures 
upon tender consciences, in that many of our clothiers 
and others have forsaken the kingdom, and carried 
their arts with them, to the inexpressible detriment of 
the Commonwealth. 


The external causes have been the want of perfection, 
and countenance to our merchants, established 
abroad in factories by the state, and by the treaties; 
whereby the capitulations have not been kept, nor 
assured to them, neither in Prussia, nor in the Sound, 
nor Hamburg, nor Holland, nor in the East; and this I 
dare say, that Laban never changed Jacob’s wages so 
often, as the Hollanders have forced our merchants 
to change their residences, and the very course of this 
trade, by laws and tricks, for their own advantage, of 
which the Merchant Adventurers will more fully in- 
form you. 


Another external cause is lamentable, a report of the 
increase of pirates, and the insecurity of the Medi- 
terranean seas; whereby Bristol and the Western 
ports, that cannot have so great shipping as Lon- 
don, are beaten out of trade and fishing; and, if once 
those thieves shall find the way to [the] Bank[s] and 
Newfoundland, they will undo the west parts of 
England. 


I will trouble you with a consideration, very consider- 
able in our government, whether, indeed, London doth 
not monopolize all trade. In my opinion, it is no good 
state of a body to have a fat head, thin guts, and lean 
members. 


But, to bring something before you of remedy, I say 
thus, for my first ground, that, if our cloth be not vented, 
as in former years, let us embrace some other way, to 
spend and vent our wools. Cloth is a heavy and hot 
wearing, and serves but one cold corner of the world. 
But if we embrace the New Draperies, and encourage 
the Walloons and others, by privileges and naturaliza- 
tions, we shall employ all the wool we have, set more 
people to work, than by cloth, and a pound of wool, in 
those stuffs, true made, will outsell two pounds in cloth; 
and thus we may supply France, Italy, Spain, Barbary, 
and some parts of Asia, by such light and fine stuffs as 
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will fit those warmer regions, and yet have sufficient 
for the cold climates, to be spent and adventured in 
true made cloth, by the reputation both of our nation 
and commodity. 


But, in this course, I must observe that these strang- 
ers, So fit to be nourished, and being Protestants, may 
have privileges to use their own rights in religion, so 
as they be not scandalous, as the Dutch and French 
had granted to them by Queen Elizabeth; and cer- 
tainly, the settling of religion secure in England, the 
fear whereof made many weak minds to waver and 
abandon this country, is, and will be, a great means to 
resettle both the great and lesser manufactures of 
woollen commodities. 


Another consideration for a ground of trade ought to 
be the nature of it, with whom, and for what we trade, 
and which trade is most principally to be nourished; 
which, out of doubt, are the northern trades, which 
are the root of all others, because the materials, brought 
from those parts, as from Sweden, Muscovy, Norway, 
Prussia, and Livonia, are fundamental, and of absolute 
necessity; for, from these trades, get we the materials 
of shipping, as pitch, tar, cordage, masts, and such like, 
which enables us to make all the southern trades them- 
selves of less use, being only wine, fruit, oranges, and 
curiosities for sauces, or effeminacy; but, by these, we 
sail to the East Indies, and may erect a Company of the 
West Indies, for the golden fleece which shall be pre- 
pared for you, whensoever you are ready for so great 
a consultation. 


The right way to nourish these northern trades is, by 
his Majesty’s favour, to press the King of Denmark to 
justice, not to insist on his intolerable taxes, newly im- 
posed upon trade, in the passage of the Sound; in ex- 
ample whereof, the Elector of Brandenburg, joined 
with the King of Poland, hath likewise more than 
trebled the ancient and capitulated duties; which, if 
that they shall continue, I pronounce all the commerce 
of the Baltic Sea so overburthened, that the Eastland 
Company cannot subsist, nor, without them, and the 
Muscovy Company, the navigation; but that the ma- 
terials for shipping will be doubled, which will eat 
out all trades. I have given you but essays, and struck 
little sparks of fire before you; my intention is but to 
provoke the wit and ability of others; I have drawn 
you a map, wherein you cannot see things clearly and 
distinctly; only I introduce matter before you, and 
now I have done, when I have shewed you the way 
how to enlarge and bring every particular thing into 
debate. 


Source: Harleian Miscellany, IV, pp. 412-416. 
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ON THE WORKINGS OF AN 
EXCHANGE (1655) 


John Marius wrote the following tract on the workings of an 
exchange. Written in 1655, before the creation of the London 
Exchange, he describes the use of bills of exchange, how they 
work, how many people are needed, and the delivery of the 
bills of exchange. This information was foreign to most En- 
glishmen at the time but helped stimulate the acceptance of 
such financial instruments. 


Exchange excellent and necessary 


EXCHANGE is by some held to be the most mysteri- 
ous part of the art of merchandising and traffic, being 
grounded upon custom and experience. And the ne- 
cessity and commodiousness of exchanges is seen in 
that it hath found a general allowance in all countries 
time out of mind, and yet is maintained with the gen- 
eral consent of all, for it prevents the danger and ad- 
venture of carriage of monies from one city or country 
to another. And this is done only by two or three lines 
written on a small piece of paper. 


Inland and Outland Bills all alike 


And by this it appeareth, that a bill of exchange which 
shall be made for monies taken up at Edinburgh, York, 
Bristol, Exon, Plymouth, Dover, or any other part of 
England or Scotland, and payable at London, is in all 
things as effectual and binding as any bill of exchange 
made beyond the seas, and payable here in England, 
which we use to call an outland bill, and the other an 
inland bill, both the inland and the outland being made 
for monies taken up by exchange. And exchange of 
monies being a thing which may be done as well from 
one town to another, as from one country, kingdom, or 
nation to another, it must needs be that the bills of ex- 
change which shall be made as well at one part as at 
another (I mean inland and outland) ought to be es- 
teemed of equal worth, and the custom of merchants 
on both equally observed. 


Four Persons to make an Exchange, and how called 


Ordinarily there are four persons requisite to be em- 
ployed in the taking up or remitting any parcel of 
money by exchange, (besides the broker which doth 
procure the parcel) as namely, two at the place where 
the money is taken up, and two at the place where the 
money is payable. 1. The party which doth deliver the 
money by exchange, whom we use to call the deliv- 
erer, or the giver, (and the French le banquier) because 
there are which do keep a stock of money only to ne- 
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gotiate by exchange, (as our usurers do money to de- 
liver at interest) although these bankers will as well 
take up as deliver monies by exchange, according as 
they see it most advantageous unto them, by the rise 
or fall of the price of monies by exchange. 2. The taker 
or party which doth receive or take up money by ex- 
change, and this party we usually call the drawer, be- 
cause he may be said to be the chief occasion of the 
draft of those monies from one place to another by vir- 
tue of his bill of exchange. 3. The party which is to re- 
pay the money, or he upon whom the bill is drawn, or 
to whom the bill of exchange is directed. And fourthly, 
the party to whom the money is made payable, or he 
to whom the bill is sent to get accepted, and to receive 
the money when due according to the bill. So that by 
setting down these four parties and what use there is 
of them in exchange of monies, it is apparent that there 
must be a correspondency and familiar acquaintance 
held between the party which doth deliver monies by 
exchange, and he to whom the same is made payable, 
and the party which doth take up monies by exchange, 
and he on whom the bill is drawn. 


Three Persons to make an Exchange 


But sometimes there are but three persons needful in 
the doing a parcel of money by exchange, as first, the 
taker; secondly, the deliverer; and thirdly, the party on 
whom the bill is drawn. First, the taker, he makes and 
subscribes a bill of exchange for so much money by him 
received of the deliverer; secondly, the deliverer, he 
orders the bill to be made payable to himself or assigns 
for the value of himself; and thirdly, the party that is to 
pay the bill, for the taker he directs the bill to his friend 
or servant to pay the same. Now this way of exchange 
is very useful, according as occasion may be: for sup- 
pose I were to go from London to Plymouth, there to 
employ some monies in the buying of some commod- 
ity, I deliver my monies here in London to somebody 
who giveth me his bill of exchange on his friend, fac- 
tor, or servant at Plymouth payable to myself, so I carry 
the bill along with me, and receive my money myself 
by virtue thereof at Plymouth. 


Another way wherein only three persons are needful 
in the negotiation of monies by exchange; namely, 1. 
the drawer; 2. the party on whom it is drawn; 3. the 
party to whom it is payable. 1. The drawer, having 
monies in his hands belonging to the party to whom 
he orders the bill to be paid, doth make a bill of ex- 
change himself, confessing the value received in his 
own hands, 2. charging it on his friend or factor, 3. pay- 
able to the party to whom he was indebted. There is 
yet one way more, wherein monies may be remitted 
by exchange only with the help of three persons. 1. the 
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taker; 2. the deliverer; 3. the party to whom payable; 
as thus: if I were at Dartmouth, or Exon, and intended 
to come to London, I would take up monies by ex- 
change at Dartmouth or Exon, and subscribe bills of 
exchange for the same, confessing the value received 
of the deliverer, directed or drawn on myself, payable 
to whom the deliverer should appoint in London. 


Two persons to make an exchange 


Likewise a parcel of money may be done by exchange 
between two persons. First, the drawer, and secondly, 
the party on whom it is drawn. The drawer he makes a 
bill of exchange payable to himself, or order for the 
value in himself, and subscribes the bill, and directs it 
to the party that oweth him money, and is to pay it by 
exchange, by which bill (when the party on whom it is 
drawn hath accepted it) he becometh debtor to the 
drawer, and he, before the bill falls due, doth negotiate 
the parcel with another man, and so draws in the 
money at the place where he liveth, and makes only 
an assignment on the bill, payable to him of whom he 
hath received the value. The usefulness of framing bills 
of exchange after these several forms before mentioned 
will be found out according as each man’s occasion shall 
present in his trade and commerce by exchange, which 
is so necessary, as that there is scarce a merchant but at 
sometime or other, one way or other, doth either re- 
ceive or pay monies by bill of exchange. 


Upon what the Exchange is valued 


Now most countries using several kinds of monies, 
different in value one from another, the exchange is 
valued or rated upon some one certain, most consider- 
able species or sort of money for each country or town, 
as followeth: 


The exchange of monies from London to Antwerp, 
Amsterdam, Middelburg, Lille, and Rotterdam, is usu- 
ally accounted and valued on the pound sterling of 205. 
English money, that is to say, to pay after the rate of so 
many shillings, and so many pence Flemish money for 
every pound sterling. The exchange from London to 
Hamburg is on the pound sterling to pay so many shil- 
lings, and so many pence Hamburg money per pound 
sterling, which differeth something from the Flemish 
money. The exchange from London for Paris and Rouen 
is valued on the French Crown, that is, to pay so many 
pence, and so many parts of a penny sterling for every 
French Crown. The exchange from London to Venice 
is made on the ducat, so many pence and parts of a 
penny sterling for every ducat. And the exchange from 
London to Leghorn is made on the doller or piece of 
eight, to pay so many pence and parts of a penny ster- 
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ling for every doller. And these are the most usual 
places, for which there is a price current of exchange at 
London at present... . 


Usance for Venice, Hamburg, etc. 


Note also, that usance from Venice to London is three 
months from the date of the bill of exchange, and from 
Hamburg to London, and so from London to Hamburg 
bills of exchange are usually made payable at two 
months after the date of the bills, and accordingly the 
price current of exchange from London to Hamburg is 
valued and set down at two months from the date; the 
price current from London to Venice and Leghorn at 
three months, and for Antwerp, Amsterdam, 
Middelburg, Lille, Rotterdam, Paris, and Rouen at one 
month, or single usance; and so we call one month us- 
ance, two months double usance, three months treble 
usance. 


No three days for acceptance 


When any bill of exchange is sent unto you from be- 
yond the seas, or from any inland town, to cause to be 
accepted, I would advise you presently to present the 
bill, so soon as possibly you can, to the party to whom 
it is directed, and request him to accept the same. If he 
refuse to accept it, you may presently cause a protest 
to be made for non-acceptance, and send it away with 
the next conveyance; for (according to the custom of 
merchants in London) there is not any three days re- 
spite to be allowed for acceptance before you can pro- 
test, but so soon as the bill hath been presented and 
acceptance refused, presently you may protest the very 
same day.... 


No such man to be found 


If your bill of exchange be directed (suppose) to 
Nathaniel Q, merchant in London, and that you shall 
have enquired on the Royal Exchange, and other parts 
of the city for such a merchant, and shall not be able to 
find him out, or anybody that knoweth him, or that 
indeed there be not any such man of that name in Lon- 
don, then you must carry your bill to a notary public, 
and he must protest thereupon in due form. 


Nobody at home 


If when a bill of exchange is sent you to get accepted, 
and there be nobody at home at the house or place of 
abode of the party on whom the bill is drawn. Or if 
when your bill is due you cannot meet with the party 
at home, nor anybody else on his behalf to pay the 
money, you must cause protest to be made, either for 
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non-acceptance, or for non-payment, at his dwelling 
house, or lodging, in his absence, which is as effec- 
tual, according to the known law of merchants, and 
the rules of equity, (being made in seasonable time) 
as if the same had been made speaking to him in per- 
son, for you cannot be bound (it being beyond your 
power) to make the party on whom the bill is drawn 
to abide at home, but in reason he is bound to attend 
his own business at seasonable hours, and it concerns 
him to keep a good correspondency with his own 
friends, especially in matters of bills of exchange, 
whereof he cannot be ignorant. 


Source: John Marius, Advice Concerning Bills of Exchange, 
2nd ed. (London, 1655), pp. I-II, 16-17, 60-61, 136-138. 


EXCERPTS FROM THE NAVIGATION 
ACTS OF 1660 AND 1663 


During the first half of the seventeenth century, the British 
and the Dutch competed to establish control over interna- 
tional trade, especially from the Far East, the Spice Islands, 
and India. Monopolies had been granted to both the British 
and Dutch East India Companies by their respective govern- 
ments. During the rule of Oliver Cromwell, a period during 
which a monarch did not rule England, Parliament passed 
the Navigation Act of 1651, an act which was later recon- 
firmed under the reign of Charles II in 1661 after the resto- 
ration of the monarchy. This navigation act required that all 
trade be carried in English ships with at least three-fourths 
of the crew being English. Certain raw materials such as 
sugar, tobacco, cotton, and indigo from British colonies in 
the Americas, Africa, and Asia had to be shipped directly to 
England. This act promoted the development of English ship- 
ping and trade and eventually helped establish British domi- 
nation of the seas. 

In 1663, Parliament passed another navigation act that 
expanded on the previous act and included a provision that 
required that all goods shipped to the American colonies be 
shipped through English ports. Certain manufacturing in- 
dustries, such as iron, felt hats, and wool, were reserved for 
the inhabitants of England, while others, such as tobacco 
cultivation for the American colonies or sugar production 
for the British Caribbean, were reserved for the colonies. This 
system of preferential treatment may have led to resentment 
in the North American colonies after the passage of the Mo- 
lasses Act in 1733, an act that resulted in North American 
colonists being forced to purchase the more expensive British 
sugar instead of cheaper French or Dutch molasses. Ameri- 
can smuggling increased and the British seized many Ameri- 
can ships. Anger among the colonists began to increase just 
as Parliament began passing a series of acts designed to levy 
a direct tax for revenue on the colonies. Resistance to these 
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acts led to the American Revolution. The Navigation Acts 
were formally repealed in 1849, when England abandoned 
mercantilism and shifted to free trade. 


EXCERPTS FROM THE NAVIGATION ACT 
OF SEPTEMBER 13, 1660 


British Parliament 


For the increase of shipping and encouragement of the 
navigation of this nation wherein, under the good 
providence and protection of God, the wealth, safety, 
and strength of this kingdom is so much concerned; 
(2) be it enacted by the king’s most excellent Majesty, 
and by the Lords and Commons in this present Parlia- 
ment assembled, and by the authority thereof, that from 
and after the first day of December, one thousand six 
hundred and sixty, and from thence forward, no goods 
or commodities whatsoever shall be imported into or 
exported out of any lands, islands, plantations, or ter- 
ritories to his Majesty belonging or in his possession, 
or which may hereafter belong unto or be in the pos- 
session of his Majesty, his heirs, and successors, in Asia, 
Africa, or America, in any other ship or ships, vessel or 
vessels whatsoever, but in such ships or vessels as do 
truly and without fraud belong only to the people of 
England or Ireland, dominion of Wales or town of 
Berwick upon Tweed, or are of the built of and belong- 
ing to any the said lands, islands, plantations, or terri- 
tories, as the proprietors and right owners thereof, and 
whereof the master and three fourths of the mariners 
at least are English; (3) under the penalty of the forfei- 
ture and loss of all the goods and commodities which 
shall be imported into or exported out of any the afore- 
said places in any other ship or vessel, as also of the 
ship or vessel, with all its guns, furniture, tackle, am- 
munition, and apparel; one third part thereof to his 
Majesty, his heirs and successors; one third part to the 
governor of such land, plantation, island, or territory 
where such default shall be committed, in case the said 
ship or goods be there seized, or otherwise that third 
part also to his Majesty, his heirs and successors; and 
the other third part to him or them who shall seize, 
inform, or sue for the same in any court of record, by 
bill, information, plaint, or other action, wherein no 
essoin, protection, or wager of law shall be allowed; 
(4) and all admirals and other commanders at sea of 
any the ships of war or other ship having commission 
from his Majesty or from his heirs or successors, are 
hereby authorized and strictly required to seize and 
bring in as prize all such ships or vessels as shall have 
offended contrary hereunto, and deliver them to the 
court of admiralty, there to be proceeded against; and 
in case of condemnation, one moiety of such forfeitures 
shall be to the use of such admirals or commanders 
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and their companies, to be divided and proportioned 
amongst them according to the rules and orders of the 
sea in case of ships taken prize; and the other moiety 
to the use of his Majesty, his heirs and successors. 


I. And be it enacted, that no alien or person not born 
within the allegiance of our sovereign lord the king, 
his heirs and successors, or naturalized, or made a free 
denizen, shall from and after the first day of February, 
which will be in the year of our Lord one thousand six 
hundred sixty-one, exercise the trade or occupation of 
a merchant or factor in any the said places; (2) upon 
pain of the forfeiture and loss of all his goods and chat- 
tels, or which are in his possession; one third to his 
Majesty, his heirs and successors; one third to the gov- 
ernor of the plantation where such person shall so of- 
fend; and the other third to him or them that shall 
inform or sue for the same in any of his Majesty’s courts 
in the plantation where such offence shall be commit- 
ted; (3) and all governors of the said lands, islands, plan- 
tations, or territories, and every of them, are hereby 
strictly required and commanded, and all who hereaf- 
ter shall be made governors of any such islands, plan- 
tations, or territories, by his Majesty, his heirs or 
successors, shall before their entrance into their gov- 
ernment take a solemn oath to do their utmost, that 
every the afore-mentioned clauses, and all the matters 
and things therein contained, shall be punctually and 
bona fide observed according to the true intent and 
meaning thereof; (4) and upon complaint and proof 
made before his Majesty, his heirs or successors, or such 
as shall be by him or them thereunto authorized and 
appointed, that any the said governors have been will- 
ingly and wittingly negligent in doing their duty ac- 
cordingly, that the said governor so offending shall be 
removed from his government. 


Ill. And it is further enacted by the authority aforesaid, 
that no goods or commodities whatsoever, of the 
growth, production or manufacture of Africa, Asia, or 
America, or of any part thereof, or which are described 
or laid down in the usual maps or cards of those places, 
be imported into England, Ireland, or Wales, islands of 
Guernsey and Jersey, or town of Berwick upon Tweed, 
in any other ship or ships, vessel or vessels whatso- 
ever, but in such as do truly and without fraud belong 
only to the people of England or Ireland, dominion of 
Wales, or town of Berwick upon Tweed, or of the lands, 
islands, plantations or territories in Asia, Africa, or 
America, to his Majesty belonging, as the proprietors 
and right owners thereof, and whereof the master, and 
three fourths at least of the mariners are English; (2) 
under the penalty of the forfeiture of all such goods 
and commodities, and of the ship or vessel in which 
they were imported, with all her guns, tackle, furni- 
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ture, ammunition, and apparel; one moiety to his Maj- 
esty, his heirs and successors; and the other moiety to 
him or them who shall seize, inform or sue for the same 
in any court of record, by bill, information, plaint or 
other action wherein no essoin, protection or wager of 
law shall be allowed. 


XVIII. And it is further enacted by the authority afore- 
said, that from and after the first day of April, which 
shall be in the year of our Lord one thousand six hun- 
dred sixty-one, no sugars, tobacco, cotton-wool, indi- 
goes, ginger, fustic, or other dyeing wood, of the 
growth, production, or manufacture of any English 
plantations in America, Asia, or Africa, shall be shipped, 
carried, conveyed, or transported from any of the said 
English plantations to any land, island, territory, do- 
minion, port, or place whatsoever, other than to such 
other English plantations as do belong to his Majesty, 
his heirs and successors, or to the kingdom of England 
or Ireland, or principality of Wales, or town of Berwick 
upon Tweed, there to be laid on shore; (2) under the 
penalty of the forfeiture of the said goods, or the full 
value thereof, as also of the ship, with all her guns, 
tackle, apparel, ammunition, and furniture; the one 
moiety to the king’s Majesty, his heirs and successors, 
and the other to moiety to him or them that shall seize, 
inform, or sue for the same in any court of record, by 
bill, plaint, or information, wherein no essoin, protec- 
tion, or wager of law shall be allowed. 


XIX. And be it further enacted by the authority afore- 
said, that for every ship or vessel, which from and af- 
ter the five and twentieth day of December in the year 
of our Lord one thousand six hundred and sixty shall 
set sail out of or from England, Ireland, Wales, or town 
of Berwick upon Tweed, for any English plantation in 
America, Asia, or Africa, sufficient bond shall be given 
with one surety to the chief officers of the custom-house 
and such port of place from whence the said ship shall 
set sail, to the value of one thousand pounds, if the 
ship be of less burden that one hundred tons; and of 
the sum of two thousand pounds, if the ship shall be 
of greater burden; that in case the said ship or vessel 
shall load any of the said commodities at any of the 
said English plantations, that the same commodities 
shall be by the said ship brought to some port of En- 
gland, Ireland, Wales, or to the port or town of Berwick 
upon Tweed, and shall there unload and put on shore 
the same, the danger of the seas only expected; (2) and 
for all ships coming from any other port or place to 
any of the aforesaid plantations, who by this act are 
permitted to trade there, that the governor of such 
English plantations shall before the said ship or vessel 
be permitted to load on board any of the said commodi- 
ties, take bond in manner and to the value aforesaid, 
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for each respective ship or vessel, that such ship or 
vessel shall carry all the aforesaid goods that shall be 
laden on board in the said ship to some other of his 
Majesty’s English plantations, or to England, Ireland, 
Wales, or town of Berwick upon Tweed; (3) and that 
every ship or vessel which shall load or take on board 
any of the aforesaid goods, until such bond given to 
the said governor, or certificate produced from the of- 
ficers of any custom-house of England, Ireland, Wales, 
or of the town of Berwick, that such bonds have been 
there duly given, shall be forfeited with all her guns, 
tackle, apparel, and furniture, to be employed and re- 
covered in manner as aforesaid; and the said gover- 
nors and every of them shall twice in every year after 
the first day of January one thousand six hundred and 
sixty, return true copies of all such bonds by him so 
taken, to the chief officers of the custom in London. 


EXERCEPTS FROM THE NAVIGATION ACT 
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British Parliament 


V. And in regard his Majesty’s plantations beyond the 
seas are inhabited and peopled by his subjects of this 
his kingdom of England; for the maintaining a greater 
correspondence and kindness between them, and 
keeping them ina firmer dependence upon it, and ren- 
dering them yet more beneficial and advantageous 
unto it in the further employment and increase of En- 
glish shipping and seamen, vent of English woollen 
and other manufactures and commodities, rendering 
the navigation to and from the same more safe and 
cheap, and making this kingdom a staple, not only of 
the commodities of those plantations, but also of the 
commodities of other countries and places, for the sup- 
plying of them; and it being the usage of other nations 
to keep their plantations trade to themselves. 


VI. Be it enacted, and it is hereby enacted, that from 
and after the five and twentieth day of March one thou- 
sand six hundred sixty-four, no commodity of the 
growth, production, or manufacture of Europe shall 
be imported into any land, island, plantation, colony, 
territory, or place to his Majesty belonging, or which 
shall hereafter belong unto or be in the possession of 
his Majesty, his heirs and successors, in Asia, Africa, or 
America (Tangier only excepted) but what shall be bona 
fide, and without fraud, laden and shipped in England, 
Wales, or the town of Berwick upon Tweed, and in 
English built shipping . . . ; and whereof the master 
and three fourths of the mariners at least are English, 
and which shall be carried directly thence to the said 
lands, islands, plantations, colonies, territories, or 
places, and from no other place or places whatsoever; 
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any law, statute, or usage to the contrary notwithstand- 
ing; (2) under the penalty of the loss of all such com- 
modities of the growth, production, or manufacture of 
Europe, as shall be imported into any of them from 
any other place whatsoever, by land or water; and if 
by water, of the ship or vessel also in which they were 
imported, with all her guns, tackle, furniture, ammu- 
nition, and apparel; one third part to his Majesty, his 
heirs and successors; one third part to the governor of 
such land, island, plantation, colony, territory, or place, 
into which such goods were imported, if the said ship, 
vessel, or goods be there seized or informed against 
and sued for; or otherwise that third part also to his 
Majesty, his heirs and successors; and the other third 
part to him or them who shall seize, inform, or sue for 
the same in any of his Majesty’s courts in such of the 
said lands, islands, colonies, plantations, territories, or 
places where the offence was committed, or in any 
court of record in England, by bill, information, plaint, 
or other action, wherein no essoin, protection, or wa- 
ger of law shall be allowed. 


VIL Provided always, and be it hereby enacted by the 
authority aforesaid, that it shall and may be lawful to 
ship and lade in such ships, and so navigated, as in the 
foregoing clause is set down and expressed, in any part 
of Europe, salt for the fisheries of New England and 
Newfoundland, and to ship and lade in the Madeira’s 
wines of the growth thereof, and to ship and lade in 
the Western islands of Azores wines of the growth of 
the said islands, and to ship and take in servants or 
horses in Scotland or Ireland, and to ship or lade in 
Scotland all sorts of victual of the growth or produc- 
tion of Scotland, and to ship or lade in Ireland all sorts 
of victual of the growth or production of Ireland, and 
the same to transport into any of the said lands, islands, 
plantations, colonies, territories, or places; anything in 
the foregoing clause to the contrary in any wise not- 
withstanding. 


VII. And for the better prevention of frauds, be it en- 
acted and it is hereby enacted, that from and after the 
five and twentieth day of March one thousand six hun- 
dred sixty and four, every person or persons importing 
by land any goods or commodities whatsoever into any 
the said lands, islands, plantations, colonies, territories, 
or places, shall deliver to the governor of such land, is- 
land, plantation, colony, territory, or place, or to such 
person or officer as shall be by him thereunto autho- 
rized and appointed, within four and twenty hours af- 
ter such importation, his and their names and surnames, 
and a true inventory and particular of all such goods or 
commodities, (2) and no ship or vessel coming to any 
such land, island, plantation, colony, territory, or place, 
shall lade or unlade any goods or commodities whatso- 
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ever, until the master or commander of such ship or ves- 
sel shall first have made known to the governor of such 
land, island, plantation, colony, territory, or place, or such 
other person or officer as shall be by him thereunto au- 
thorized and appointed, the arrival of the said ship or 
vessel, with her name, and the name and surname of 
her master or commander, and have shown to him that 
she is an English built ship, or made good by producing 
such certificate, as abovesaid, that she is a ship or vessel 
bona fide belonging to England, Wales, or the town of 
Berwick, and navigated with an English master, and 
three fourth parts of the mariners at least Englishmen, 
and have delivered to such governor or other person or 
officer a true and perfect inventory or invoice of her lad- 
ing, together with the place or places in which the said 
goods were laden or taken into the said ship or vessel. 


Source: “Excerpts from the Navigation Acts,” www 
founding.com/library/ (accessed June 2003). 


COLBERT ON MERCANTILISM 
(1664) 


During the mid-1600s the theory of mercantilism perme- 
ated European economic thinking. England began to impose 
the Navigation Acts, which would ultimately strengthen the 
English economy. France, however, under the reign of Louis 
XIV, ignored the importance of a sound economy for the main- 
tenance of the state. One of the king’s advisers, Colbert, real- 
ized the need to adopt a mercantile system and encouraged 
the development of industry and commerce. The following 
document is a letter written by Colbert to the people of 
Marseilles, in which he encouraged their efforts to develop 
industry. Colbert died before France completely adopted mer- 
cantilism, but his legacy lived on throughout the eighteenth 
century as France engaged England in the Wars for Empire. 


Very dear and well beloved: 


Considering how advantageous it would be to this 
realm to reestablish its foreign and domestic commerce, 
... we have resolved to establish a council particularly 
devoted to commerce, to be held every fortnight in our 
presence, in which all the interest of merchants and 
the means conducive to the revival of commerce shall 
be considered and determined upon, as well as all that 
which concerns manufactures. 


We also inform you that we are setting apart, in the 
expenses of our state, a million livres each year for the 
encouragement of manufactures and the increase of 
navigation, to say nothing of the considerable sums 
which we cause to be raised to supply the companies 
of the East and West Indies; 
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That we are working constantly to abolish all the tolls 
which are collected on the navigable rivers; 


That there has already been expended more than a 
million livres for the repair of the public highways, to 
which we shall also devote our constant attention; 


That we will assist by money from our royal treasury 
all those who wish to reestablish old manufactures or 
to undertake new ones; 


That we are giving orders to all our ambassadors or 
residents at the courts of the princes, our allies, to make, 
in our name, all proper efforts to cause justice to be 
rendered in all cases involving our merchants, and to 
assure for them entire commercial freedom; 


That we will comfortably lodge at our court each and 
every merchant who has business there during all the 
time that he shall be obliged to remain there, having 
given orders to the grand marshal of our palace to in- 
dicate a proper place for that purpose, which shall be 
called the House of Commerce; ... 


That all the merchants and traders by sea who pur- 
chase vessels, or who build new ones, for traffic or com- 
merce shall receive from us subsidies for each ton of 
merchandise which they export or import on the said 
voyages. 


We desire, in this present letter, not only to inform you 
concerning all these things, but to require you, as soon 
as you have received it, to cause to be assembled all 
the merchants and traders of your town of Marseilles, 
and explain to them very particularly our intentions in 
all matters mentioned above, in order that being in- 
formed of the favorable treatment which we desire to 
give them, they may be the more desirous of applying 
themselves to commerce. Let them understand that for 
everything that concerns the welfare and advantage 
of the same they are to address themselves to Sieur 
Colbert. ... 


Source: Milton Viorst, The Great Documents of Western Civi- 
lization (New York: Barnes and Noble, 1965), 140-143. 


ARTICLE X OF THE TREATY OF 
UTRECHT (1713) 


The War of Spanish Succession, also known as Queen Anne’s 
War, ended in 1713. A series of treaties were negotiated be- 
tween Great Britain, France, and Spain. The British and the 
Spanish signed a treaty on July 13, 1763, that ceded Gibraltar 
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to Great Britain and authorized the British to conduct the 
exclusive slave trade in the Spanish colonies in the New 
World. The following is Article X of the treaty concerning 
Gibraltar. 


The Catholic King does hereby, for himself, his heirs 
and successors, yield to the Crown of Great Britain the 
full and entire propriety of the town and castle of 
Gibraltar, together with the port, fortifications, and forts 
thereunto belonging; and he gives up the said propri- 
ety to be held and enjoyed absolutely with all manner 
of right for ever, without any exception or impediment 
whatsoever. 

But that abuses and frauds may be avoided by 
importing any kind of goods, the Catholic King wills, 
and takes it to be understood, that the above-named 
propriety be yielded to Great Britain without any ter- 
ritorial jurisdiction and without any open communi- 
cation by land with the country round about. 

Yet whereas the communication by sea with the 
coast of Spain may not at all times be safe or open, and 
thereby it may happen that the garrison and other in- 
habitants of Gibraltar may be brought to great straits; 
and as it is the intention of the Catholic King, only that 
fraudulent importations of goods should, as is above 
said, be hindered by an inland communications. It is 
therefore provided that in such cases it may be lawful 
to purchase, for ready money, in the neighbouring ter- 
ritories of Spain, provisions and other things necessary 
for the use of the garrison, the inhabitants, and the 
ships which lie in the harbour. 

But if any goods be found imported by Gibraltar, 
either by way of barter for purchasing provisions, or 
under any other pretence, the same shall be confiscated, 
and complaint being made thereof, those persons who 
have acted contrary to the faith of this treaty, shall be 
severely punished. 

And Her Britannic Majesty, at the request of the 
Catholic King, does consent and agree, that no leave 
shall be given under any pretence whatsoever, either 
to Jews or Moors, to reside or have their dwellings in 
the said town of Gibraltar; and that no refuge or shel- 
ter shall be allowed to any Moorish ships of war in the 
harbour of the said town, whereby the communication 
between Spain and Ceuta may be obstructed, or the 
coasts of Spain be infested by the excursions of the 
Moors. 

But whereas treaties of friendship and a liberty and 
intercourse of commerce are between the British and 
certain territories situated on the coast of Africa, it is 
always to be understood, that the British subjects can- 
not refuse the Moors and their ships entry into the port 
of Gibraltar purely upon the account of merchandis- 
ing. Her Majesty the Queen of Great Britain does fur- 
ther promise, that the free exercise of their religion shall 
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be indulged to the Roman Catholic inhabitants of the 
aforesaid town. 

And in case it shall hereafter seem meet to the 
Crown of Great Britain to grant, sell or by any means 
to alienate therefrom the propriety of the said town of 
Gibraltar, it is hereby agreed and concluded that the 
preference of having the sale shall always be given to 
the Crown of Spain before any others. 


Source: “Article X of the Treaty of Utrecht,” www.gibnet 
.com/texts/utrect.htm (accessed October 2003). 


THE MERCHANT ADVENTURERS’ 
VIEWS ON FREE TRADE (1716) 


The following memorandum was issued on January 20, 1715, 
and discusses the attempts by foreigners as well as individu- 
als throughout England who petitioned parliament to declare 
free trade with the Netherlands for the woolen industry. Prior 
to the granting of this request, the Merchant Adventurers, a 
group of merchants who incorporated in 1407 to compete 
with the Hanseatic League for the cloth trade of northern 
Europe, held a monopoly on the trade from the fourteenth 
century. After several decades the monopoly was reinstated 
since free trade did not increase the volume of trade between 
England and the Netherlands. The Merchant Adventurers 
controlled the trade until 1806. 


January 20, 1715/16 


MEMORANDUM from the Hamburg Company relat- 
ing to the state of their trade to the Right Honourable 
the Lords Commissioners for Trade and Plantations... 
[relates the history of the Merchant Adventurers in the 
Middle Ages, under the Tudors and early Stuarts, and 
up to the Restoration of Charles II when the Merchant 
Adventurers’ charter was renewed]... 


However, soon after several interlopers and clothiers, 
hoping to obtain some favour from the new restored 
government, petitioned the Parliament for a free trade 
upon the specious pretence that great quantities of cloth 
were lying upon the hands of poor clothiers, which they 
could dispose of in case such a free exportation were 
granted. The opinion of his Majesty in Council was that 
the experiment would not have the promised effect, but 
rather tend to the prejudice of the trade, and make the 
cure afterwards more difficult. However, after several 
deliberations, their importunity prevailed so far upon 
the desire of the House of Commons, that a proclama- 
tion for a free trade for six months was by the king or- 
dered to be published, with the free consent of the 
Company of Merchants Adventurers of England (as the 
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very words of the proclamation, dated the 14th May, 
1662 do express it). This time being expired but having 
not produced the promised effect of increasing the 
trade, the Company was again restored to their ancient 
right of the sole exportation of the woollen manufac- 
tures to the parts of their privileges by a proclamation 
dated the 8th April, 1663, containing among other things 
in favour of the Company that his Majesty, being certi- 
fied by the petition of the clothiers themselves, as also 
the general complaint in all clothing counties, that the 
late liberty hath not produced the promised and ex- 
pected effect, had with the advice of his Privy Council 
thought fit for the restoration and conservation of the 
trade of the woollen manufactures to restore the Mer- 
chants Adventurers to their ancient right of sole expor- 
tation, and to the end that this trade may be the better 
improved, ordered the said Company to receive into 
the freedom of their fellowship all subjects that shall 
desire it, paying £13 6s. 8d. at their admittance, all of 
London to be mere merchants, but of the outports to be 
bred merchants though shopkeepers. 


Upon this as many subjects as desired it were admit- 
ted and the trade of the woollen manufacture was car- 
ried on under order and regulation to the great benefit 
and increase of the vent of our woollen manufactures 
abroad. But the effect and consequences of the 
forementioned dispensation for a free trade, and an- 
other granted in 1666 during the war with Holland very 
much obstructed their good intention, for the interlop- 
ers and chiefly foreigners of Germany as well as Hol- 
land, having now found an inlet into the trade of the 
woollen manufacture, still contrived ways to continue 
their irregular trade with intention to ruin the Com- 
pany and to get the trade of our woollen manufactures 
into their own hands. 


In these mischievous practices the said interlopers and 
foreigners went on until the year 1683 when it was dis- 
covered that several persons, principally aliens and 
foreigners, endeavoured to destroy the Company. And 
being under no rule and regulation, did take upon them 
to ship woollen manufactures out of this kingdom, and 
by several deceitful practices of the said foreigners in 
counterfeiting the marks, seals, and tillets of persons 
free of the Company, the said trade will be in great 
danger of being much impaired if not totally lost to the 
natives of England. His Majesty by his royal proclama- 
tion, dated the 13th June, 1683, confirmed the Mer- 
chants Adventurers in their ancient right of solely 
exporting the woollen manufactures to the parts of their 
privileges, but withal to admit all subjects to the free- 
dom of the Company that shall desire it within a year 
for £13 6s. 8d. sterling as a fine, in the same manner as 
was ordered in 1663 above mentioned. 
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After this settlement of the Company the trade of the 
woollen manufactures was very successfully carried on 
by them, and the vent thereof increased very much in 
Germany, the Company constantly keeping a great 
number of large warehouses always filled with our 
woollen manufactures to a very great value, from £5,000 
to £20,000 sterling of all sorts proper for the markets in 
Germany, and much more than sufficient to supply the 
same. And the Germans constantly resorted to Ham- 
burg from several parts for the buying of all sorts of 
English woollen-manufactures, and when they could 
not come thither to see and buy goods themselves, the 
English merchants residing in Hamburg furnished 
them according to their patterns as effectually as they 
possibly could have been directly from England. 


In this manner the trade of the woollen manufactures 
was successfully managed by English subjects only, to 
the great advantage of our kingdom until the first year 
of King William and Queen Mary, when a clause was 
inserted in a bill prohibiting the exportation of wool, 
that for three years it shall be lawful for any person or 
persons whatsoever to buy cloth stuffs, stockings, or 
any other manufacture of wool made in England, and 
freely to export the same into any parts beyond the 
seas, paying the usual custom. The effect of which lib- 
erty proved very prejudicial and destructive to the 
Company, and brings them in the next place to shew 
what decrease the Company’s trade has since met with, 
and the causes and occasions thereof. 


Since the above mentioned freedom of trade, the Com- 
pany has from time to time declined, and at present is 
reduced to such a sinking condition that they must of 
necessity be soon totally ruined, if not relieved and 
countenanced by the authority of his Majesty and the 
Parliament. 


The forementioned clause making it lawful for all per- 
sons freely to export the woollen manufactures of En- 
gland into any parts beyond the seas was limited to 
three years, which time being expired, a bill was again 
brought into the House contrived chiefly by foreign- 
ers for the continuing of it. But the Company and sev- 
eral clothiers being heard against that bill, it was 
rejected. Yet nothing was done for the Company, but 
the freedom of exportation by all persons is still con- 
tinued as much as if the former grant were yet in force, 
although in the years 1693 and 1694 the Company 
proved to the satisfaction of the Committee of Parlia- 
ment that the exportation during the three years of lib- 
erty had not been greater than in three years before. 
And if it could have been proved that it was greater, 
yet that was not to be attributed to the freedom granted 
but unto other accidents, viz. a great consumption by 


our armies abroad; vast quantities sent through Ham- 
burg into Italy and other parts; the supplying of very 
considerable quantities taken by the French; and other 
temporary reasons, which subsist still. Nay, since the 
duty of woollen goods has been taken off, it has been 
several times found at Hamburg that foreigners have 
entered a considerable number of packs to be exported 
both from London and Hull. But when they arrived at 
Hamburg, it appeared by the contents of the lading that 
not half the number of packs had been shipped which 
were entered by the cockets, so that this trick was made 
use of to make the exportation seem very considerable, 
and to conceal the decay of trade, which for this and 
the reasons beforesaid is at present not so apparent to 
the public as it is to traders themselves. 


Before the last liberty of exportation was granted to all 
persons, the Company had many large warehouses in 
Hamburg, stocked with all sorts of woollen goods to 
the value of many thousand pounds. These since the 
liberty of trade are reduced to a very small number and 
in a little time will come to none at all, for now most of 
the foreign merchants in the several parts of Germany, 
as wellas those of Hamburg, who formerly used to buy 
of the Company, bring their goods from England them- 
selves, nay, even shopkeepers do the same, and for the 
supply of their occasions employ Dutch factors in En- 
gland, so that when all persons who used formerly to 
buy of the Company get the woollen goods from En- 
gland directly themselves, there will be nobody left to 
sell to and then the trade of the Company must needs 
be at an end. 


Since the trade of the woollen manufactures was given 
free and foreigners let into it, they have found means 
almost totally to exclude the English merchants from 
the trade to Holland, Zealand, Brabant, and Flanders, 
for the Company’s trade into those parts is quite lost, 
the residency which they had at Dordrecht, where they 
enjoyed great privileges, and carried on a most con- 
siderable trade is altogether ruined, and not an English 
merchant left there. And now these foreigners are en- 
deavouring to beat the Company out of their trade at 
Hamburg also, which, if this liberty of trade be contin- 
ued, will unavoidably be accomplished. 


As soon as the foreigner by the free liberty of trade be- 
came principal in our market in buying, he presently 
and ever since has endeavoured to beat down the price 
of goods, which forced the maker to make his goods 
worse for to secure a profit, and then by extraordinary 
measure which they have exacted, extraordinary stretch- 
ing and straining has been occasioned. Whereas before, 
when this trade was carried on by English merchants 
only, cloth was kept up to a true and good making. This 
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sinister practice of straining and falsifying goods answers 
the end of private profit, which is all that foreigners aim 
at, who care not what the consequences will be. 


The foreigners since the liberty of trade employ En- 
glish factors in England no longer than to bring their 
own countrymen and relations into credit, who they 
send into England and recommend to English factors. 
And when those have got acquaintance and knowledge 
in the way of buying, the English factors are turned 
off, and this is practised by them not only in London 
but all England over, to the great prejudice of his 
Majesty’s subjects. And experience has shewed that 
several of them being crept into credit with clothiers 
and factors and by them largely trusted, have, after they 
were run deeply into debt for woollen goods bought, 
taken an opportunity to fly the land, to the ruin of the 
clothiers and others both in the north and west, which 
proves destructive to the trade abroad, those goods 
being often sold there for two-thirds of the first cost. 


The many and great privileges which the Company 
has enjoyed in Hamburg both to the honour and great 
advantage of our nation, for above one hundred years, 
are grounded upon bringing trade thither and making 
that the staple and mart for the trade into the north 
part of Germany, which, when foreigners supply the 
market and when the Company has nothing of the 
trade left, but is quite beat out of it by foreigners, those 
great and honourable privileges, the like of which no 
other nation has nor will ever be able to obtain, must 
needs be lost, and cease of themselves... . 


Source: Public Records Office, Records of the Colonial 
Office, Commonwealth and Foreign Commonwealth Offices, 
Empire Marketing Board, and Related Bodies, Board of Trade, 
Document 25, pp. 356, 359-369. 


TREATY OF PARIS (1763) 
(EXCERPTS) 


The Treaty of Paris, signed on February 10, 1763, formally 
ended the Seven Years’ War (also known as the French and 
Indian War). France relinquished control over Canada and 
its land east of the Mississippi River and ceded west Louisi- 
ana to Spain to compensate for its loss of Florida to the Brit- 
ish. France remained in control of the islands of St. Pierre 
and Miquelon and regained control of Guadeloupe and 
Martinique in the West Indies from Great Britain, while the 
French ceded Grenada and the Grenadines to the British. The 
French were prohibited from fortifying Bengal, and India ef- 
fectively became the possession of Great Britain. In Africa, 
Senegal became a British possession. However, Cuba and the 
Philippines were returned to Spain. The Treaty of Paris marks 
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the dominance of Great Britain over world trade until the 
mid-twenty-first century. 


The definitive Treaty of Peace and Friendship between 
his Britannick Majesty, the Most Christian King, and 
the King of Spain. Concluded at Paris the 10th day of 
February, 1763. To which the King of Portugal acceded 
on the same day. (Printed from the Copy.) 


In the Name of the Most Holy and Undivided Trinity, 
Father, Son, and Holy Ghost. So be it. 


Be it known to all those whom it shall, or may, in any 
manner, belong, 


It has pleased the Most High to diffuse the spirit of 
union and concord among the Princes, whose divisions 
had spread troubles in the four parts of the world, and 
to inspire them with the inclination to cause the com- 
forts of peace to succeed to the misfortunes of a long 
and bloody war, which having arisen between England 
and France during the reign of the Most Serene and 
Most Potent Prince, George the Second, by the grace of 
God, King of Great Britain, of glorious memory, con- 
tinued under the reign of the Most Serene and Most 
Potent Prince, George the Third, his successor, and, in 
its progress, communicated itself to Spain and Portu- 
gal: Consequently, the Most Serene and Most Potent 
Prince, George the Third, by the grace of God, King of 
Great Britain, France, and Ireland, Duke of Brunswick 
and Lunenbourg, Arch Treasurer and Elector of the 
Holy Roman Empire; the Most Serene and Most Po- 
tent Prince, Lewis the Fifteenth, by the grace of God, 
Most Christian King; and the Most Serene and Most 
Potent Prince, Charles the Third, by the grace of God, 
King of Spain and of the Indies, after having laid the 
foundations of peace in the preliminaries signed at 
Fontainebleau the third of November last; and the Most 
Serene and Most Potent Prince, Don Joseph the First, 
by the grace of God, King of Portugal and of the 
Algarves, after having acceded thereto, determined to 
compleat, without delay, this great and important work. 
For this purpose, the high contracting parties have 
named and appointed their respective Ambassadors 
Extraordinary and Ministers Plenipotentiary, viz. his 
Sacred Majesty the King of Great Britain, the Most Il- 
lustrious and Most Excellent Lord, John Duke and Earl 
of Bedford, Marquis of Tavistock, c. his Minister of State, 
Lieutenant General of his Armies, Keeper of his Privy 
Seal, Knight of the Most Noble Order of the Garter, and 
his Ambassador Extraordinary and Minister Plenipo- 
tentiary to his Most Christian Majesty; his Sacred Maj- 
esty the Most Christian King, the Most Illustrious and 
Most Excellent Lord, Csar Gabriel de Choiseul, Duke 
of Praslin, Peer of France, Knight of his Orders, Lieu- 


tenant General of his Armies and of the province of 
Britanny, Counsellor of all his Counsils, and Minister 
and Secretary of State, and of his Commands and Fi- 
nances: his Sacred Majesty the Catholick King, the Most 
Illustrious and Most Excellent Lord, Don Jerome 
Grimaldi, Marquis de Grimaldi, Knight of the Most 
Christian King’s Orders, Gentleman of his Catholick 
Majesty’s Bedchamber in Employment, and his Am- 
bassador Extraordinary to his Most Christian Majesty; 
his Sacred Majesty the Most Faithful King, the Most 
Illustrious and Most Excellent Lord, Martin de Mello 
and Castro, Knight professed of the Order of Christ, of 
his Most Faithful Majesty’s Council, and his Ambassa- 
dor and Minister Plenipotentiary to his Most Christian 
Majesty. 


Who, after having duly communicated to each other 
their full powers, in good form, copies whereof are 
transcribed at the end of the present treaty of peace, 
have agreed upon the articles, the tenor of which is 
as follows: 


Article I. There shall be a Christian, universal, and per- 
petual peace, as well by sea as by land, and a sincere 
and constant friendship shall be re established between 
their Britannick, Most Christian, Catholick, and Most 
Faithful Majesties, and between their heirs and succes- 
sors, kingdoms, dominions, provinces, countries, sub- 
jects, and vassals, of what quality or condition soever 
they be, without exception of places or of persons: ... 


IV. His Most Christian Majesty renounces all preten- 
sions which he has heretofore formed or might have 
formed to Nova Scotia or Acadia in all its parts, and 
guaranties the whole of it, and with all its dependen- 
cies, to the King of Great Britain: Moreover, his Most 
Christian Majesty cedes and guaranties to his said 
Britannick Majesty, in full right, Canada, with all its 
dependencies, as well as the island of Cape Breton, and 
all the other islands and coasts in the gulph and river 
of St. Lawrence, and in general, every thing that de- 
pends on the said countries, lands, islands, and coasts, 
with the sovereignty, property, possession, and all 
rights acquired by treaty, or otherwise, which the Most 
Christian King and the Crown of France have had till 
now over the said countries, lands, islands, places, 
coasts, and their inhabitants, so that the Most Chris- 
tian King cedes and makes over the whole to the said 
King, and to the Crown of Great Britain, and that in 
the most ample manner and form, without restriction, 
and without any liberty to depart from the said ces- 
sion and guaranty under any pretence, or to disturb 
Great Britain in the possessions above mentioned. His 
Britannick Majesty, on his side, agrees to grant the lib- 
erty of the Catholick religion to the inhabitants of 


Canada: he will, in consequence, give the most precise 
and most effectual orders, that his new Roman Catho- 
lic subjects may profess the worship of their religion 
according to the rites of the Romish church, as far as 
the laws of Great Britain permit. His Britannick Maj- 
esty farther agrees, that the French inhabitants, or oth- 
ers who had been subjects of the Most Christian King 
in Canada, may retire with all safety and freedom wher- 
ever they shall think proper, and may sell their estates, 
provided it be to the subjects of his Britannick Majesty, 
and bring away their effects as well as their persons, 
without being restrained in their emigration, under any 
pretence whatsoever, except that of debts or of crimi- 
nal prosecutions: The term limited for this emigration 
shall be fixed to the space of eighteen months, to be 
computed from the day of the exchange of the ratifica- 
tion of the present treaty. 


V. The subjects of France shall have the liberty of fish- 
ing and drying on a part of the coasts of the island of 
Newfoundland, such as it is specified in the XIIIth ar- 
ticle of the treaty of Utrecht; which article is renewed 
and confirmed by the present treaty, (except what re- 
lates to the island of Cape Breton, as well as to the 
other islands and coasts in the mouth and in the gulph 
of St. Lawrence:) And his Britannick Majesty consents 
to leave to the subjects of the Most Christian King the 
liberty of fishing in the gulph of St. Lawrence, on con- 
dition that the subjects of France do not exercise the 
said fishery but at the distance of three leagues from 
all the coasts belonging to Great Britain, as well those 
of the continent as those of the islands situated in the 
said gulph of St. Lawrence. And as to what relates to 
the fishery on the coasts of the island of Cape Breton, 
out of the said gulph, the subjects of the Most Chris- 
tian King shall not be permitted to exercise the said 
fishery but at the distance of fifteen leagues from the 
coasts of the island of Cape Breton; and the fishery on 
the coasts of Nova Scotia or Acadia, and every where 
else out of the said gulph, shall remain on the foot of 
former treaties. 


VI. The King of Great Britain cedes the islands of St. 
Pierre and Macquelon, in full right, to his Most Chris- 
tian Majesty, to serve as a shelter to the French fisher- 
men, and his said Most Christian Majesty engages not 
to fortify the said islands; to erect no buildings upon 
them but merely for the conveniency of the fishery; 
and to keep upon them a guard of fifty men only for 
the police. 


VII. In order to re-establish peace on solid and durable 
foundations, and to remove for ever all subject of dis- 
pute with regard to the limits of the British and French 
territories on the continent of America; it is agreed, that, 
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for the future, the confines between the dominions of 
his Britannick Majesty and those of his Most Christian 
Majesty, in that part of the world, shall be fixed irrevo- 
cably by a line drawn along the middle of the River 
Mississippi, from its source to the river Iberville, and 
from thence, by a line drawn along the middle of this 
river, and the lakes Maurepas and Pontchartrain to the 
sea; and for this purpose, the Most Christian King cedes 
in full right, and guaranties to his Britannick Majesty 
the river and port of the Mobile, and every thing which 
he possesses, or ought to possess, on the left side of 
the river Mississippi, except the town of New Orleans 
and the island in which it is situated, which shall re- 
main to France, provided that the navigation of the 
river Mississippi shall be equally free, as well to the 
subjects of Great Britain as to those of France, in its 
whole breadth and length, from its source to the sea, 
and expressly that part which is between the said is- 
land of New Orleans and the right bank of that river, 
as well as the passage both in and out of its mouth: It is 
farther stipulated, that the vessels belonging to the 
subjects of either nation shall not be stopped, visited, 
or subjected to the payment of any duty whatsoever. 
The stipulations inserted in the IVth article, in favour 
of the inhabitants of Canada shall also take place with 
regard to the inhabitants of the countries ceded by this 
article. 


VIII. The King of Great Britain shall restore to France 
the islands of Guadeloupe, of Mariegalante, of 
Desirade, of Martinico, and of Belleisle; and the for- 
tresses of these islands shall be restored in the same 
condition they were in when they were conquered by 
the British arms, provided that his Britannick Majesty’s 
subjects, who shall have settled in the said islands, or 
those who shall have any commercial affairs to settle 
there or in other places restored to France by the 
present treaty, shall have liberty to sell their lands and 
their estates, to settle their affairs, to recover their debts, 
and to bring away their effects as well as their persons, 
on board vessels, which they shall be permitted to send 
to the said islands and other places restored as above, 
and which shall serve for this use only, without being 
restrained on account of their religion, or under any 
other pretence whatsoever, except that of debts or of 
criminal prosecutions: and for this purpose, the term 
of eighteen months is allowed to his Britannick 
Majesty’s subjects, to be computed from the day of the 
exchange of the ratifications of the present treaty; but, 
as the liberty granted to his Britannick Majesty’s sub- 
jects, to bring away their persons and their effects, in 
vessels of their nation, may be liable to abuses if pre- 
cautions were not taken to prevent them; it has been 
expressly agreed between his Britannick Majesty and 
his Most Christian Majesty, that the number of English 
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vessels which have leave to go to the said islands and 
places restored to France, shall be limited, as well as 
the number of tons of each one; that they shall go in 
ballast; shall set sail at a fixed time; and shall make one 
voyage only; all the effects belonging to the English 
being to be embarked at the same time. It has been far- 
ther agreed, that his Most Christian Majesty shall cause 
the necessary passports to be given to the said vessels; 
that, for the greater security, it shall be allowed to place 
two French clerks or guards in each of the said vessels, 
which shall be visited in the landing places and ports 
of the said islands and places restored to France, and 
that the merchandize which shall be found t herein 
shall be confiscated. 


IX. The Most Christian King cedes and guaranties to 
his Britannick Majesty, in full right, the islands of 
Grenada, and the Grenadines, with the same stipula- 
tions in favour of the inhabitants of this colony, inserted 
in the IVth article for those of Canada: And the parti- 
tion of the islands called neutral, is agreed and fixed, 
so that those of St. Vincent, Dominico, and Tobago, shall 
remain in full right to Great Britain, and that of St. Lucia 
shall be delivered to France, to enjoy the same likewise 
in full right, and the high contracting parties guaranty 
the partition so stipulated. 


X. His Britannick Majesty shall restore to France the 
island of Goree in the condition it was in when con- 
quered: and his Most Christian Majesty cedes, in full 
right, and guaranties to the King of Great Britain the 
river Senegal, with the forts and factories of St. Lewis, 
Podor, and Galam, and with all the rights and depen- 
dencies of the said river Senegal. 


XI. In the East Indies Great Britain shall restore to 
France, in the condition they are now in, the different 
factories which that Crown possessed, as well as on 
the coast of Coromandel and Orixa as on that of 
Malabar, as also in Bengal, at the beginning of the year 
1749. And his Most Christian Majesty renounces all 
pretension to the acquisitions which he has made on 
the coast of Coromandel and Orixa since the said be- 
ginning of the year 1749. His Most Christian Majesty 
shall restore, on his side, all that he may have con- 
quered from Great Britain in the East Indies during the 
present war; and will expressly cause Nattal and 
Tapanoully, in the island of Sumatra, to be restored; he 
engages farther, not to erect fortifications, or to keep 
troops in any part of the dominions of the Subah of 
Bengal. And in order to preserve future peace on the 
coast of Coromandel and Orixa, the English and French 
shall acknowledge Mahomet Ally Khan for lawful Na- 
bob of the Carnatick, and Salabat Jing for lawful Subah 
of the Decan; and both parties shall renounce all de- 


mands and pretensions of satisfaction with which they 
might charge each other, or their Indian allies, for the 
depredations or pillage committed on the one side or 
on the other during the war. 


XII. The island of Minorca shall be restored to his 
Britannick Majesty, as well as Fort St. Philip, in the same 
condition they were in when conquered by the arms 
of the Most Christian King; and with the artillery which 
was there when the said island and the said fort were 
taken. 


XII. The town and port of Dunkirk shall be put into 
the state fixed by the last treaty of Aix la Chapelle, and 
by former treaties. The Cunette shall be destroyed im- 
mediately after the exchange of the ratifications of the 
present treaty, as well as the forts and batteries which 
defend the entrance on the side of the sea; and provi- 
sion shall be made at the same time for the wholesome- 
ness of the air, and for the health of the inhabitants, by 
some other means, to the satisfaction of the King of 
Great Britain. ... 


XIX. The King of Great Britain shall restore to Spain all 
the territory which he has conquered in the island of 
Cuba, with the fortress of the Havannah; and this for- 
tress, as well as all the other fortresses of the said is- 
land, shall be restored in the same condition they were 
in when conquered by his Britannick Majesty’s arms, 
provided that his Britannick Majesty’s subjects who 
shall have settled in the said island, restored to Spain 
by the present treaty, or those who shall have any com- 
mercial affairs to settle there, shall have liberty to sell 
their lands and their estates, to settle their affairs, re- 
cover their debts, and to bring away their effects, as 
well as their persons, on board vessels which they shall 
be permitted to send to the said island restored as 
above, and which shall serve for that use only, without 
being restrained on account of their religion, or under 
any other pretence whatsoever, except that of debts or 
of criminal prosecutions: And for this purpose, the term 
of eighteen months is allowed to his Britannick 
Majesty’s subjects, to be computed from the day of the 
exchange of the ratifications of the present treaty: but 
as the liberty granted to his Britannick Majesty’s sub- 
jects, to bring away their persons and their effects, in 
vessels of their nation, may be liable to abuses if pre- 
cautions were not taken to prevent them; it has been 
expressly agreed between his Britannick Majesty and 
his Catholick Majesty, that the number of English ves- 
sels which shall have leave to go to the said island re- 
stored to Spain shall be limited, as well as the number 
of tons of each one; that they shall go in ballast; shall 
set sail at a fixed time; and shall make one voyage only; 
all the effects belonging to the English being to be em- 


barked at the same time: it has been further agreed, 
that his Catholick Majesty shall cause the necessary 
passports to be given to the said vessels; that for the 
greater security, it shall be allowed to place two Span- 
ish clerks or guards in each of the said vessels, which 
shall be visited in the landing places and ports of the 
said island restored to Spain, and that the merchan- 
dize which shall be found therein shall be confiscated. 


XX. In consequence of the restitution stipulated in the 
preceding article, his Catholick Majesty cedes and 
guaranties, in full right, to his Britannick Majesty, 
Florida, with Fort St. Augustin, and the Bay of Pensa- 
cola, as well as all that Spain possesses on the conti- 
nent of North America, to the East or to the South East 
of the river Mississippi. And, in general, every thing 
that depends on the said countries and lands, with the 
sovereignty, property, possession, and all rights, ac- 
quired by treaties or otherwise, which the Catholick 
King and the Crown of Spain have had till now over 
the said countries, lands, places, and their inhabitants; 
so that the Catholick King cedes and makes over the 
whole to the said King and to the Crown of Great Brit- 
ain, and that in the most ample manner and form. His 
Britannick Majesty agrees, on his side, to grant to the 
inhabitants of the countries above ceded, the liberty 
of the Catholick religion; he will, consequently, give 
the most express and the most effectual orders that 
his new Roman Catholic subjects may profess the 
worship of their religion according to the rites of the 
Romish church, as far as the laws of Great Britain per- 
mit. His Britannick Majesty farther agrees, that the 
Spanish inhabitants, or others who had been subjects 
of the Catholick King in the said countries, may retire, 
with all safety and freedom, wherever they think 
proper; and may sell their estates, provided it be to 
his Britannick Majesty’s subjects, and bring away their 
effects, as well as their persons without being re- 
strained in their emigration, under any pretence what- 
soever, except that of debts, or of criminal prosecutions: 
the term limited for this emigration being fixed to the 
space of eighteen months, to be computed from the 
day of the exchange of the ratifications of the present 
treaty. It is moreover stipulated, that his Catholick 
Majesty shall have power to cause all the effects that 
may belong to him, to be brought away, whether it be 
artillery or other things... . 


In witness whereof, we the underwritten their Ambas- 
sadors Extraordinary, and Ministers Plenipotentiary, 
have signed with our hand, in their name, and in vir- 
tue of our full powers, have signed the present defini- 
tive treaty, and have caused the seal of our arms to be 
put thereto. Done at Paris the tenth day of February, 
1763. 
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Bedford, C.PS. Choiseul, Duc de Praslin. El Marq. de 
Grimaldi. 


(LS.) (L.S.) (LS) 


Source: “Treaty of Paris, 1763,” www.yale.edu/lawweb/ 
avalon/paris763.htm (accessed November 2003). 


SUGAR ACT OF 1764 (EXCERPTS) 


One year after the conclusion of the Seven Years’ War (also 
known as the French and Indian War), the British Parlia- 
ment passed the Sugar Act to stimulate the British Carib- 
bean trade. Under the act, the duty on French and Dutch 
molasses was increased and the price of British sugar reduced. 
The British colonists would have normally ignored the in- 
crease, but under this piece of legislation, smuggling cases 
were removed from the civil courts and transferred to vice 
admiralty courts. The Sugar Act disrupted the trade between 
the American colonies and Madeira, the Azores, the Canary 
Islands, and the French West Indies. Colonial goods such as 
lumber, flour, and other foodstuffs had been exchanged in these 
areas for sugar, wines, coffee, and calico. The Americans ex- 
pressed fear that this act would be the first of many passed by 
Parliament that would adversely affect the economy of the 
colonies. 


An act for granting certain duties in the British colo- 
nies and plantations in America, for continuing, 
amending, and making perpetual, an act passed in the 
sixth year of the reign of his late majesty King George 
the Second, (intituled, An act for the better securing 
and encouraging the trade of his Majesty’s sugar colo- 
nies in America;) for applying the produce of such du- 
ties, and of the duties to arise by virtue of the said act, 
towards defraying the expences of defending, protect- 
ing, and securing the said colonies and plantations; for 
explaining an act made in the twenty fifth year of the 
reign of King Charles the Second, (intituled, An act for 
the encouragement of the Greenland and Eastland 
trades, and for the better securing the plantation trade;) 
and for altering and disallowing several drawbacks on 
exports from this kingdom, and more effectually pre- 
venting the clandestine conveyance of goods to and 
from the said colonies and plantation, and improving 
and securing the trade between the same and Great 
Britain. 


Whereas it is expedient that new provisions and regu- 
lations should be established for improving the rev- 
enue of this kingdom, and for extending and securing 
the navigation and commerce between Great Britain 
and your Majesty’s dominions in America, which, by 
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the peace, have been so happily enlarged: and whereas 
itis just and necessary, that a revenue be raised, in your 
Majesty’s said dominions in America, for defraying the 
expences of defending, protecting, and securing the 
same; we, your Majesty’s most dutiful and loyal sub- 
jects, the commons of Great Britain, in parliament as- 
sembled, being desirous to make some provision, in 
this present session of parliament, towards raising the 
said revenue in America, have resolved to give and 
grant unto your Majesty the several rates and duties 
herein after-mentioned; and do most humbly beseech 
your Majesty that it may be enacted; and be it enacted 
by the King’s most excellent majesty, by and with the 
advice and consent of the lords spiritual and temporal, 
and commons, in this present parliament assembled, 
and by the authority of the same, That from and after 
the twenty ninth day of September, one thousand 
seven hundred and sixty four, there shall be raised, lev- 
ied, collected, and paid, unto his Majesty, his heirs and 
successors, for and upon all white or clayed sugars of 
the produce or manufacture of any colony or planta- 
tion in America, not under the dominion of his Maj- 
esty, his heirs and successors; for and upon indigo, and 
coffee of foreign produce or manufacture; for and upon 
wines (except French wine;) for and upon all wrought 
silks, bengals, and stuffs, mixed with silk or herbs of 
the manufacture of Persia, China, or East India, and all 
callico painted, dyed, printed, or stained there; and for 
and upon all foreign linen cloth called Cambrick and 
French Lawns, which shall be imported or brought into 
any colony or plantation in America, which now is, or 
hereafter may be, under the dominion of his Majesty, 
his heirs and successors, the several rates and duties 
following; that is to say,... 


II. And it is hereby further enacted by the authority 
aforesaid, That from and after the said twenty ninth 
day of September, one thousand seven hundred and 
sixty four, there shall also be raised, levied, collected, 
and paid, unto his Majesty, his heirs and successors, 
for and upon all coffee and pimento of the growth and 
produce of any British colony or plantation in America, 
which shall be there laden on board any British ship or 
vessel, to be carried out from thence to any other place 
whatsoever, except Great Britain, the several rates and 
duties following; that is to say, ... 


IV. And whereas an act was made in the sixth year of 
the reign of his late majesty King George the Second, 
intituled, An act for the better securing and encourag- 
ing the trade of his Majesty’s sugar colonies in America, 
which was to continue in force for five years, to be com- 
puted from the twenty fourth day of June, one thou- 
sand seven hundred and thirty three, and to the end 
of the then next session of parliament, and which, by 


several subsequent acts made in the eleventh, the nine- 
teenth, the twenty sixth, and twenty ninth, and the 
thirty first years of the reign of his said late Majesty, 
was, from time to time, continued; and, by an act made 
in the first year of the reign of his present Majesty, was 
further continued until the end of this present session 
of parliament; and although the said act hath been 
found in some degree useful, yet it is highly expedient 
that the same should be altered, enforced, and made 
more effectual; but, in consideration of the great dis- 
tance of several of the said colonies and plantations 
from this kingdom, it will be proper further to continue 
the said act for a short space, before any alterations and 
amendments shall take effect, in order that all persons 
concerned may have due and proper notice thereof; 
be it therefore enacted by the authority aforesaid, That 
the said act made in the sixth year of the reign of his 
late majesty King George the Second, intituled, An act 
for the better securing and encouraging the trade of 
his Majesty’s sugar colonies in America, shall be, and 
the same is hereby further continued, until the thirti- 
eth day of September, one thousand seven hundred 
and sixty four.... 


VI. And it be further enacted by the authority afore- 
said, That in lieu and instead of the rate and duty im- 
posed by the said act upon molasses and syrups, there 
shall, from and after the said twenty ninth day of Sep- 
tember, one thousand seven hundred and sixty four, 
be raised, levied, collected, and paid, unto his Majesty, 
his heirs and successors, for and upon every gallon of 
molasses or syrups, being the growth, product, or 
manufacture, of any colony or plantation in America, 
not under the dominion of his Majesty, his heir or suc- 
cessors, which shall be imported or brought into any 
colony or plantation in America, which now is, or here- 
after may be, under the dominion of his Majesty, his 
heirs or successors, the sum of three pence. ... 


XI. And it is hereby further enacted by the authority 
aforesaid, That all the monies which, from and after 
the twenty ninth day of September, one thousand 
seven hundred and sixty four shall arise by the several 
rates and duties herein before granted; and also by the 
duties which, from and after the said twenty ninth day 
of September, one thousand seven hundred and sixty 
four, shall be raised upon sugars and paneles, by vir- 
tue of the said act made in the sixth year of the reign of 
his said late majesty King George the Second (except 
the necessary charges of raising, collecting, levying, 
recovering, answering, paying, and accounting for the 
same) shall be paid into the receipt of his Majesty’s 
Exchequer, and shall be entered separate and apart 
from all other monies paid or payable to his Majesty, 
his heirs or successors: and shall be there reserved, to 


be, from time to time, disposed of by parliament, to- 
wards defraying the necessary expences of defending, 
protecting, and securing, the British colonies and plan- 
tations in America,... 


XVIII. And be it further enacted by the authority afore- 
said, That from and after the twenty ninth day of Sep- 
tember, one thousand seven hundred and sixty four, 
norum or spirits of the produce or manufacture of any 
of the colonies or plantations in America, not in the 
possession or under the dominion off his Majesty, his 
heirs or successors, shall be imported or brought into 
any of the colonies or plantations in America which 
now are, or hereafter may be, in the possession or un- 
der the dominion of his Majesty, his heirs or succes- 
sors, upon forfeiture of all such rum or spirits, together 
with the ship or vessel in which the same shall be im- 
ported, with the tackle, apparel, and furniture thereof, 
to be seized by any officer or officers of his Majesty’s 
customs, and prosecuted in such manner and form as 
herein after is expressed; any law, custom, or usage, to 
the contrary notwithstanding. ... 


XX. And, for the better preventing frauds in the im- 
portation of foreign sugars and paneles, rum and spir- 
its, molasses and syrups, into any of his Majesty’s 
dominions, under pretence that the same are the 
growth, produce, or manufacture, of the British colo- 
nies or plantations, it is further enacted by the author- 
ity aforesaid, That from and after the twenty ninth day 
of September, one thousand seven hundred and sixty 
four, every person or persons loading on board any ship 
or vessel, in any of the British colonies or plantations 
in America, any rum or spirits, sugars or paneles, mo- 
lasses or syrups, as of the growth, product, or manu- 
facture, of any British colony or plantation, shall, before 
the clearing out of the said ship or vessel, produce and 
deliver to the collector or other principal officer of the 
customs at the loading port, an affidavit signed and 
sworn to before some justice of the peace in the said 
British colonies or plantation, either by the grower, 
maker, or shipper, of such goods, or his or their known 
agent or factor, expressing, in words at length and not 
in figure, the quality of the goods so shipped, with the 
number and denomination of the packages, and de- 
scribing the name or names of the plantation or plan- 
tations, and the name of the colony where the same 
grew or were produced and manufactured; which af- 
fidavit shall be attested, under the hand of the said jus- 
tice of the peace, to have been sworn to in his presence; 
who is hereby required to do the same without fee or 
reward: and the collector or other principal officer of 
the customs to whom such affidavit shall be delivered, 
shall thereupon grant to the master, or other person 
having the charge of the ship or vessel, a certificate 
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under his hand and seal of office (without fee or re- 
ward) of his having received such affidavit pursuant 
to the directions of this act; which certificate shall ex- 
press the quality of the goods shipped on board such 
ship or vessel, with the number and denomination of 
the packages: and such collector or other principal of- 
ficer of the customs shall also (without fee or reward) 
within thirty days after the sailing of the ship or ves- 
sel, transmit an exact copy of the said affidavit to the 
secretary's office for the respective colony or planta- 
tion where the goods were shipped, on forfeiture of 
five pounds. ... 


XXV. And it is hereby further enacted, That if any Brit- 
ish ship or vessel laden, as aforesaid, with any goods 
of the produce or manufacture of any British colony or 
plantation in America, or having on board any molas- 
ses or syrups the produce of any foreign colony or plan- 
tation, shall be discovered by any officer of his Majesty’s 
customs within two leagues of the shore of any British 
colony or plantation in America, and the master or per- 
son taking charge of such ship or vessel shall not pro- 
duce a certificate that bond has been given, pursuant 
to the direction of this or any other act of parliament, 
as the case may require; or if he shall not produce cer- 
tificate to the collector or other chief officer of the cus- 
toms where he shall arrive, either in Great Britain or 
any British American colony or plantation, such ship 
or vessel, with her tackle, apparel, and furniture, and 
all the goods therein laden, shall be forfeited, and shall 
and may be seized and prosecuted as herein after is 
directed. ... 


XXVIII. And it is hereby further enacted by the au- 
thority aforesaid, That from and after the twenty ninth 
day of September, one thousand seven hundred and 
sixty four, no iron, nor any sort of wood, commonly 
called Lumber, as specified in an act passed in the 
eighth year of the reign of King George the First, 
intituled, An act for giving further encouragement of 
the importation of naval stores, and for other purposes 
therein mentioned, of the growth, production, or 
manufacture, of any British colony or plantation in 
America, shall be there loaden on board any ship or 
vessel to be carried from thence, until sufficient bond 
shall be given, with one surety besides the master of 
the vessel, to the collector or other principal officer of 
the customs at the loading port in a penalty of double 
the value of the goods, which condition, that the said 
goods shall not be landed in any part of Europe ex- 
cept Great Britain. ... 


XXXI. Provided always, That this act shall not extend, 
nor be construed to extend, to forfeit, for want of such 
cocket or clearance, any salt laden in Europe for the 


1042 SUGAR ACT OF 1764 


fisheries in New England, Newfoundland, Pennsylva- 
nia, New York, and Nova Scotia, or any other place to 
which salt is or shall be allowed by law to be carried; 
wines laden in the Madeiras, of the growth thereof; 
and wines of the growth of the Western Islands, or 
Azores, and laden there; nor any horses, victuals, or 
linen cloth, of and from Ireland, which may be laden 
on board such ships or vessels. . . . 


XXXVI. And, to prevent the concealing any goods in 
false packages, or private places, on board any ship or 
vessel arriving at any of the British colonies or planta- 
tions in America, with intent to their being clandes- 
tinely landed there, be it further enacted by the 
authority aforesaid, That from and after the twenty 
ninth day of September, one thousand seven hundred 
and sixty four, all goods which shall be found concealed 
in any place whatsoever on board any such ship or 
vessel, at any time after the master thereof shall have 
made his report to the collector or other proper officer 
of the customs, and which shall not be comprized or 
mentioned in the said report, shall be forfeited and lost, 
and shall and may be seized and prosecuted by any 
officer of the customs; and the master or other person 
having the charge or command of such ship or vessel 
(in case it can be made appear, that he was any wise 
consenting or privy to such fraud or concealment) shall 
forfeit treble the value of the goods so found. ... 


XL. And be it further enacted by the authority afore- 
said, That all penalties and forfeitures herein before 
mentioned, which shall be incurred in Great Britain, shall 
and may be prosecuted, sued for, and recovered, in any 
of his Majesty’s courts of record at Westminster, or in 
the court of Exchequer in Scotland, respectively; and (all 
necessary charges for the recovery thereof being first 
deducted) shall be divided and applied, one moiety to 
and for the use of his Majesty, his heirs and successors, 
and the other moiety to the seizor or prosecutor. 


XLI. And itis hereby further enacted and declared, That 
from and after the twenty ninth day of September, one 
thousand seven hundred and sixty four, all sums of 
money granted and imposed by this act, and by an act 
made in the twenty fifth year of the reign of King 
Charles the Second, intituled, An act for the encour- 
agement of the Greenland and Eastland trades, and 
for the better securing the plantation trade, as rates or 
duties; and also all sums of money imposed as penal- 
ties or forfeitures, by this or any other act of parliament 
relating to the customs, which shall be paid, incurred, 
or recovered, in any of the British colonies or planta- 
tions in America; shall be deemed, and are hereby de- 
clared to be sterling money of Great Britain, and shall 
be collected, recovered, and paid, to the amount of the 


value which such nominal sums bear in Great Britain; 
and that such monies shall and may be received and 
taken according to the proportion and value of five 
shillings and six pence the ounce in silver; and that all 
the forfeitures and penalties inflicted by this or any 
other act or acts of parliament relating to the trade and 
revenues of the said British colonies or plantations 
where such offence shall be appointed over all America 
(which court of admiralty or vice admiralty are hereby 
respectively authorized and required to proceed, hear, 
and determine the same) at the election of the informer 
or prosecutor. 


XLII. And it is hereby further enacted, That all penal- 
ties and forfeitures so recovered there, under this or 
any former act of parliament, shall be divided, paid, 
and applied, as follows; that is to say, after deducting 
the charges of prosecution from the gross produce 
thereof, one third part of the net produce shall be paid 
into the hands of the collector of his Majesty’s customs 
at the port or place where such penalties or forfeitures 
shall be recovered, for the use of his Majesty, his heirs 
and successors; one third part to the governor or com- 
mander in chief of the said colony or plantation; and 
the other third part to the person who shall seize, in- 
form, and sue for the same; excepting such seizures as 
shall be made at sea by the commanders or officers of 
his Majesty’s ships or vessels of war duly authorized 
to make seizures; one moiety of which seizures, and of 
the penalties and forfeitures recovered thereon, first 
deducting the charges of prosecution from the gross 
produce thereof, shall be paid as aforesaid to the col- 
lector of his Majesty’s customs, to and for the use of 
his Majesty, his heirs and successors, and the other 
moiety to him or them who shall seize, inform, and 
sue for the same; any law, custom, or usage, to the con- 
trary notwithstanding; subject nevertheless to such 
distribution of the produce of the seizures so made at 
sea, as well with regard to the moiety herein before 
granted to his Majesty, his heirs and successors, shall 
think fit to order and direct or by any order or orders 
of council, or by any proclamation or proclamations, 
to be made for that purpose. 


XLIIL. Provided always, and it is hereby further enacted 
by the authority aforesaid, That if the produce of any 
seizure made in America, shall not be sufficient to an- 
swer the expences of condemnation and sale; or if, upon 
the trial of any seizure of any ship or goods, a verdict 
or sentence shall be given for the claimant, in either of 
those cases, the charges attending the seizing and pros- 
ecuting such ship or goods shall and may, with the con- 
sent and approbation of any four of the commissioners 
of his Majesty’s customs, be paid out of any branch of 
the revenue of customs arising in any of the British 


colonies or plantations in America; any thing in this or 
any other act of parliament to the contrary notwith- 
standing. ... 


XLVIL And be it further enacted by the authority afore- 
said, That if any action or suit shall be commenced, ei- 
ther in Great Britain or America, against any person or 
persons for any thing done in pursuance of this or any 
other act of parliament relating to his Majesty’s cus- 
toms, the defendant or defendants in such action or 
suit may plead the general issue, and give the said acts, 
and the special matter, in evidence at any trial to be 
had thereupon, and that the same was done in pursu- 
ance and by the authority of such act; and if it shall 
appear so to have been done, the jury shall find for the 
defendant or defendants; and if the plaintiff shall be 
non-suited, or discontinue his action after the defen- 
dant or defendants shall have appeared, or if judgment 
shall be given upon verdict or demurrer against the 
plaintiff, the defendant or defendants shall recover 
treble costs, and have the like remedy for the same as 
defendants have in other cases by law. 


Source: “The Sugar Act,” www.founding.com/library/ (ac- 
cessed June 2003). 


STAMP ACT OF 1765 (ARTICLE 1) 


British Parliament 


Although the British Parliament had previously passed the 
Sugar Act and the American colonists reacted negatively to it, 
a firestorm arose in the British North American colonies with 
the passage of the Stamp Act. The argument of taxation was 
articulated as a source of difference between Parliament and 
colonial legislatures, with the British arguing that members of 
Parliament virtually represent all British subjects, while the 
colonists argued for direct (or actual) representation. Colonists 
began a policy of nonimportation, which eventually hurt Brit- 
ish merchants, who pressured Parliament to repeal the act. 


An act for granting and applying certain stamp duties, 
and other duties, in the British colonies and plantations 
in America, toward further defraying the expences of 
defending, protecting, and securing the same; and for 
amending such parts of the several acts of parliament 
relating to the trade and revenues of the said colonies 
and plantations, as direct the manner of determining 
and recovering the penalties and forfeitures therein 
mentioned. 


WHEREAS by an act made in the last session of parlia- 
ment, several duties were granted, continued, and ap- 
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propriated, towards defraying the expences of defend- 
ing, protecting, and securing, the British colonies and 
plantations in America: and whereas it is just and nec- 
essary, that provision be made for raising a further rev- 
enue within your Majesty’s dominions in America, 
towards defraying the said expences: we, your 
Majesty’s most dutiful and loyal subjects, the commons 
of Great Britain in parliament assembled, have there- 
fore resolved to give and grant unto your Majesty the 
several rates and duties herein after mentioned; and 
do most humbly beseech your Majesty that it may be 
enacted, and be it enacted by the King’s most excellent 
majesty, by and with the advice and consent of the lords 
spiritual and temporal, and commons, in this present 
parliament assembled, and by the authority of the 
same, That from and after the first day of November, 
one thousand seven hundred and sixty five, there shall 
be raised, levied, collected, and paid unto his Majesty, 
his heirs, and successors, throughout the colonies and 
plantations in America which now are, or hereafter may 
be, under the dominion of his Majesty, his heirs and 
successors, 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any declaration, plea, replication, 
rejoinder, demurrer, or other pleading, or any copy 
thereof, in any court of law within the British colonies 
and plantations in America, a stamp duty of three 
pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any special bail and appearance 
upon such bail in any such court, a stamp duty of two 
shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any petition, bill, answer, claim, 
plea, replication, rejoinder, demurrer, or other plead- 
ing in any court of chancery or equity within the said 
colonies and plantations, a stamp duty of one shilling 
and six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any copy of any petition, bill, an- 
swer, claim, plea, replication, rejoinder, demurrer, or 
other pleading in any such court, a stamp duty of three 
pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any monition, libel, answer, allega- 
tion, inventory, or renunciation in ecclesiastical mat- 
ters in any court of probate, court of the ordinary, or 
other court exercising ecclesiastical jurisdiction within 
the said colonies and plantations, a stamp duty of one 
shilling. 
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For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any copy of any will (other than 
the probate thereof) monition, libel, answer, allegation, 
inventory, or renunciation in ecclesiastical matters in 
any such court, a stamp duty of six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any donation, presentation, colla- 
tion, or institution of or to any benefice, or any writ or 
instrument for the like purpose, or any register, entry, 
testimonial, or certificate of any degree taken in any 
university, academy, college, or seminary of learning, 
within the said colonies and plantations, a stamp duty 
of two pounds. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any monition, libel, claim, answer, 
allegation, information, letter of request, execution, 
renunciation, inventory, or other pleading, in any ad- 
miralty court within the said colonies and plantations, 
a stamp duty of one shilling. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which any copy of such 
monition, libel, claim, answer, allegation, information, 
letter of request, execution, renunciation, inventory, or 
other pleading shall be ingrossed, written, or printed, 
a stamp duty of six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any appeal, writ of error, writ of 
dower, Ad quod damnum, certiorari, statute merchant, 
statute staple, attestation, or certificate, by any officer, 
or exemplification of any record or proceeding in any 
court whatsoever within the said colonies and planta- 
tions (except appeals, writs of error, certiorari, attesta- 
tions, certificates, and exemplifications, for or relating 
to the removal of any proceedings from before a single 
justice of the peace) a stamp duty of ten shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any writ of covenant for levying of 
fines, writ of entry for suffering a common recovery, 
or attachment issuing out of, or returnable into, any 
court within the said colonies and plantations, a stamp 
duty of five shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any judgment, decree, sentence, 
or dismission, or any record of Nisi Prius or Postea, in 
any court within the said colonies and plantations, a 
stamp duty of four shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any affidavit, common bail or ap- 


pearance, interrogatory deposition, rule, order, or war- 
rant of any court, or any Dedimus Potestatem, Capias, 
Subpoena, summons, compulsory citation, commis- 
sion, recognizance, or any other writ, process, or man- 
date, issuing out of, or returnable into, any court, or 
any office belonging thereto, or any other proceeding 
therein whatsoever, or any copy thereof, or of any 
record not herein before charged, within the said colo- 
nies and plantations (except warrants relating to crimi- 
nal matters, and proceedings thereon or relating 
thereto) a stamp duty of one shilling. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any licence, appointment, or ad- 
mission of any counsellor, solicitor, attorney, advocate, 
or proctor, to practice in any court, or of any notary 
within the said colonies and plantations, a stamp duty 
of ten pounds. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any note or bill of lading, which 
shall be signed for any kind of goods, wares, or mer- 
chandize, to be exported from, or any cocket or clear- 
ance granted within the said colonies and plantations, 
astamp duty of four pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, letters of mart, or commission for 
private ships of war, within the said colonies and plan- 
tations, a stamp duty of twenty shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any grant, appointment, or admis- 
sion of or to any publick beneficial office or employ- 
ment, for the space of one year, or any lesser time, of or 
above the value of twenty pounds per annum sterling 
money, in salary, fees, and perquisites, within the said 
colonies and plantations, (except commissions and ap- 
pointments of officers of the army, navy, ordnance, or 
militia, of judges, and of justices of the peace) a stamp 
duty of ten shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which any grant of any lib- 
erty, privilege, or franchise, under the seal of any of 
the said colonies or plantations, or under the seal or 
sign manual of any governor, proprietor, or publick 
officer alone, or in conjunction with any other person 
or persons, or with any council, or any council and as- 
sembly, or any exemplification of the same, shall be 
ingrossed, written, or printed, within the said colonies 
and plantations, a stamp duty of six pounds. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any licence for retailing of spiritu- 
ous liquors, to be granted to any person who shall take 


out the same, within the said colonies and plantations, 
a stamp duty of twenty shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed any licence for retailing wine, to be 
granted to any person who shall not take out a licence 
for retailing of spirituous liquors, within the said colo- 
nies and plantations, a stamp duty of four pounds. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any licence for retailing of wine, to 
be granted to any person who shall take out a licence 
for retailing of spirituous liquors, within the said colo- 
nies and plantations, a stamp duty of three pounds, 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, writ- 
ten, or printed, any probate of a will, letters of adminis- 
tration, or of guardianship for any estate above the value 
of twenty pounds sterling money; within the British 
colonies and plantations upon the continent of America, 
the islands belonging thereto, and the Bermuda and 
Bahama islands, a stamp duty of five shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any such probate, letters of admin- 
istration or of guardianship within all other parts of 
the British dominions in America, a stamp duty of ten 
shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed , any bond for securing the payment 
of any sum of money, not exceeding the sum of ten 
pounds sterling money, within the British colonies and 
plantations upon the continent of America, the islands 
belonging there to, and the Bermuda and Bahama is- 
lands, a stamp duty of six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any bond for securing the payment 
of any sum of money above ten pounds, and not ex- 
ceeding the sum of twenty pounds sterling money, 
within such colonies, plantations, and islands, a stamp 
duty of one shilling. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any bond for securing the payment 
of any sum of money above twenty pounds, and not 
exceeding forty pounds of sterling money, within such 
colonies, plantations, and islands, a stamp duty of one 
shilling and six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any order or warrant for survey- 
ing or setting out any quantity of land, not exceeding 
one hundred acres, issued by any governor, proprietor, 
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or any publick officer alone, or in conjunction with any 
other person or persons, or with any council, or any 
council and assembly, within the British colonies and 
plantations in America, a stamp duty of six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any such order or warrant for sur- 
veying or setting out any quantity of land above one 
hundred, and not exceeding two hundred acres, within 
the said colonies and plantations, a stamp duty of one 
shilling. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any such order or warrant for sur- 
veying or setting out any quantity of land above two 
hundred, and not exceeding three hundred and twenty 
acres, and in proportion for every such order or war- 
rant for surveying or setting out every other three hun- 
dred and twenty acres, within the said colonies and 
plantations, a stamp duty of one shilling and six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any original grant, or any deed, 
mesne conveyance, or other instrument whatsoever, 
by which any quantity of land not exceeding one hun- 
dred acres shall be granted, conveyed, or assigned, 
within the British colonies and plantations upon the 
continent of America, the islands belonging thereto, 
and the Bermuda and Bahama islands (except leases 
for any term not exceeding the term of twenty one 
years) a stamp duty of one shilling and six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any such original grant, or any such 
deed, mesne conveyance, or other instrument what- 
soever by which any quantity of land above one hun- 
dred, and not exceeding two hundred acres, shall be 
granted, conveyed, or assigned, within such colonies, 
plantations, and islands, a stamp duty of two shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any such original grant, or any such 
deed, mesne conveyance, or other instrument what- 
soever, by which any quantity of land above two hun- 
dred, and not exceeding three hundred and twenty 
acres, shall be granted, conveying, or assigned and in 
proportions for every such grant, deed, mesne convey- 
ance, or other instrument, granting, conveying, or as- 
signing, every other three hundred and twenty acres, 
within such colonies, plantations, and islands, a stamp 
duty of two shillings and six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any such original grant, or any such 
deed, mesne conveyance, or other instrument what- 
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soever, by which any quantity of land not exceeding 
one hundred acres shall be granted, conveyed, or as- 
signed, within all other parts of the British dominions 
in America, a stamp duty of three shillings. 

For every skin or piece of vellum or parchment or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any such original grant, or any such 
deed, mesne conveyance, or other instrument what- 
soever, by which any quantity of land above one hun- 
dred, and not exceeding two hundred acres, shall be 
granted, conveyed, or assigned, within the same parts 
of the said dominions, a stamp duty of four shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any such original grant, or any such 
deed, mesne conveyance, or other instrument what- 
soever, whereby any quantity of land above two hun- 
dred, and not exceeding three hundred and twenty 
acres, shall be granted, conveyed, or assigned, and in 
proportion for every such grant, deed, mesne convey- 
ance, or other instrument, granting, conveying, or as- 
signing, every other three hundred and twenty acres, 
within the same parts of the said dominions, a stamp 
duty of five shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any grant, appointment, or admis- 
sion, of or to any publick beneficial office or employ- 
ment, not herein before charged, above the value of 
twenty pounds per annum sterling money in salary, 
fees, and perquisites, or any exemplification of the 
same, within the British colonies and plantations upon 
the continent of America, the islands belonging thereto, 
and the Bermuda and Bahamaislands (except commis- 
sions of officers of the army, navy, ordnance, or militia, 
and of justices of the peace) a stamp duty of four 
pounds. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any such grant, appointment, or 
admissions, of or to any such publick beneficial office 
or employment, or any exemplification of the same, 
within all other parts of the British dominions in 
America, a stamp duty of six pounds. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any indenture, lease, conveyance, 
contract, stipulation, bill of sale, charter party, protest, 
articles of apprenticeship, or covenant (except for the 
hire of servants not apprentices, and also except such 
other matters as are herein before charged) within the 
British colonies and plantations in America, a stamp 
duty of two shillings and six pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which any warrant or order 


for auditing any publick accounts, beneficial warrant, 
order, grant, or certificate, under any publick seal, or 
under the seal of sign manual of any governor, propri- 
etor, or publick officer alone, or in conjunction with any 
other person or persons, or with any council, or any 
council and assembly, not herein before charge, or any 
passport, or let-pass, surrender of officer, or policy of 
assurance, shall be ingrossed, written, or printed, 
within the said colonies and plantations (except war- 
rants or orders for the service of the navy, army, ord- 
nance, or militia, and grants of offices under twenty 
pounds per annum in salary, fees, and perquisites) a 
stamp duty of five shillings. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any notarial act, bond, deed, letter, 
of attorney, procuration, mortgage, release, or other 
obligatory instrument, not herein before charged, 
within the said colonies and plantations, a stamp duty 
of two shillings and three pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any register, entry, or inrollment of 
any grant, deed, or other instrument whatsoever herein 
before charged, within the said colonies and planta- 
tions, a stamp duty of three pence. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which shall be ingrossed, 
written, or printed, any register, entry, or inrollement 
of any grant, deed, or other instrument whatsoever not 
herein before charged, within the said colonies and 
plantations, a stamp duty of two shillings. 

And for and upon every pack of playing cards, and 
all dice, which shall be sold or used within the said 
colonies and plantations, the several stamp duties fol- 
lowing (that is to say) 

For every pack of such cards, the sum of one shil- 
ling. 

And for every pair of such dice, the sum of ten 
shillings. 

And for and upon every paper, commonly called a 
pamphlet, and upon every news paper, containing 
publick news, intelligence, or occurrences, which shall 
be printed, dispersed, and made publick, within any 
of the said colonies and plantations, and for and upon 
such advertisements as are herein after mentioned, the 
respective duties following (that is to say) 

For every such pamphlet and paper contained in 
half a sheet, or any lesser piece of paper, which shall be 
so printed, a stamp duty of one halfpenny, for every 
printed copy thereof. 

For every such pamphlet and paper (being larger 
than half a sheet, and not exceeding one whole sheet) 
which shall be so printed, a stamp duty of one penny, 
for every printed copy thereof. 


For every pamphlet and paper being larger than 
one whole sheet, and not exceeding six sheets in oc- 
tavo, or ina lesser page, or not exceeding twelve sheets 
in quarto, or twenty sheets in folio, which shall be so 
printed, a duty after the rate of one shilling for every 
sheet of any kind of paper which shall be contained in 
one printed copy thereof. 

For every advertisement to be contained in any 
gazette, news paper, or other paper, or any pamphlet 
which shall be so printed, a duty of two shillings. 

For every almanack or calendar, for any one par- 
ticular year, or for any time less than a year, which shall 
be written or printed on one side only of any one sheet, 
skin, or piece of paper parchment, or vellum, within 
the said colonies and plantations, a stamp duty of two 
pence. 

For every other almanack or calendar for any one 
particular year, which shall be written or printed within 
the said colonies or plantations, a stamp duty of four 
pence. 

And for every almanack or calendar written or 
printed within the said colonies and plantations, to 
serve for several years, duties to the same amount re- 
spectively shall be paid for every such year. 

For every skin or piece of vellum or parchment, or 
sheet or piece of paper, on which any instrument, pro- 
ceeding, or other matter or thing aforesaid, shall be 
ingrossed, written, or printed, within the said colonies 
and plantations, in any other than the English lan- 
guage, a stamp duty of double the amount of the re- 
spective duties being charged thereon. 

And there shall be also paid in the said colonies and 
plantations, a duty of six pence for every twenty shil- 
lings, in any sum not exceeding fifty pounds sterling 
money, which shall be given, paid, contracted, or agreed 
for, with or in relation to any clerk or apprentice, which 
shall be put or placed to or with any master or mistress 
to learn any profession, trade, or employment. 


Source: “The Stamp Act,” www.founding.com/library (ac- 
cessed May 2003). 


BRITISH TEA ACT OF 1773 


Repeated attempts by the British Parliament to levy direct 
taxes on the British North American colonists resulted in 
protests. The Townshend Duties, enacted in 1767, led to such 
widespread unrest that Parliament repealed all except the Tea 
Act in 1770. Passed by Parliament as a means of resolving 
the financial problems of the British East India Company, 
which was in debt but had enough tea in its warehouses to 
pay the debt, the act provided the company with a monopoly 
for the sale of tea in the colonies but included a very small 
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tax, to which the colonists objected. Instead of paying the 
tax, the Bostonians dumped the tea into the harbor and thus 
began the events that led to the American Revolution. 


An act to allow a drawback of the duties of customs on 
the exportation of tea to any of Britain’s colonies or 
plantations in America, to increase the deposit on bohea 
tea to be sold at the British East India Company’s sales, 
and to empower the commissioners of the treasury to 
grant licences to the British East India Company to ex- 
port tea duty-free. 


WHEREAS by an act, made in the twelfth year of his 
present Majesty’s reign, (intituled, An act for granting 
a drawback of part of the customs upon the exporta- 
tion of tea to Ireland, and the British dominions in 
America; for altering the drawback upon foreign sug- 
ars exported from Great Britain to Ireland; for continu- 
ing the bounty on the exportation of British-made 
cordage; for allowing the importation of rice from the 
British plantations into the ports of Bristol, Liverpoole, 
Lancaster, and Whitehaven, for immediate exportation 
to foreign parts; and to impower the chief magistrate 
of any corporation to administer the oath, and grant 
the certificate required by law, upon the removal of 
certain goods to London, which have been sent into 
the country for sale;) it is amongst other things, en- 
acted, That for and during the space of five years, to be 
computed from and after the fifth day of July, one thou- 
sand seven hundred and seventy-two, there shall be 
drawn back and allowed for all teas which shall be sold 
after the said fifth day of July, one thousand seven hun- 
dred and seventy-two, at the publick sale of the united 
company of merchants of England trading to the East 
Indies, or which after that time shall be imported, by 
licence, in pursuance of the said therein and hereinaf- 
ter mentioned act, made in the eighteenth year of the 
reign of his late majesty King George the Second, and 
which shall be exported from this kingdom, as mer- 
chandise, to Ireland, or any of the British colonies or 
plantations in America, three-fifth parts of the several 
duties of customs which were paid upon the importa- 
tion of such teas; which drawback or allowance, with 
respect to such teas as shall be exported to Ireland, shall 
be made to the exporter, in such manner, and under 
such rules, regulations, securities, penalties, and for- 
feitures, as any drawback or allowance was then pay- 
able, out of the duty of customs upon the exportation 
of foreign goods to Ireland; and with respect to such 
teas as shall be exported to the British colonies and plan- 
tations in America, the said drawback or allowance shall 
be made in such manner, and under such rules, regu- 
lations, penalties, and forfeitures, as any drawback or 
allowance payable out of the duty of customs upon 
foreign goods exported to foreign parts, was could, or 
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might be made, before the passing of the said act of 
the twelfth year of his present Majesty’s reign, (except 
in such cases as are otherwise therein provided for:) 
and whereas it may tend to the benefit and advantage 
of the trade of the said united company of merchants 
of England trading to the East Indies, if the allowance 
of the drawback of the duties of customs upon all teas 
sold at the publick sales of the said united company, 
after the tenth day of May, one thousand seven hun- 
dred and seventy-three, and which shall be exported 
from this kingdom, as merchandise, to any of the Brit- 
ish colonies or plantations in America, were to extend 
to the whole of the said duties of customs payable upon 
the importation of such teas; may it therefore please 
your Majesty that it may be enacted; and be it enacted 
by the King’s most excellent majesty, by and with the 
advice and consent of the lords spiritual and temporal, 
and commons, in this present parliament assembled, 
and by the authority of the same, That there shall be 
drawn back and allowed for all teas, which, from and 
after the tenth day of May, one thousand seven hun- 
dred and seventy-three, shall be sold at the publick sales 
of the said united company, or which shall be imported 
by licence, in pursuance of the said act made in the 
eighteenth year of the reign of his late majesty King 
George the Second, and which shall, at any time here- 
after, be exported from this kingdom, as merchandise, 
to any of the British colonies or plantations in America, 
the whole of the duties of customs payable upon the 
importation of such teas; which drawback or allowance 
shall be made to the exporter in such manner, and un- 
der such rules, regulations, and securities, and subject 
to the like penalties and forfeitures, as the former draw- 
back or allowance granted by the said recited act of the 
twelfth year of his present Majesty’s reign, upon tea 
exported to the said British colonies and plantations in 
America was, might, or could be made, and was sub- 
ject to by the said recited act, or any other act of parlia- 
ment now in force, in as full and ample manner, to all 
intents and purposes, as if the several clauses relative 
thereto were again repeated and re-enacted in this 
present act. 


II. And whereas by one other act made in the eighteenth 
year of the reign of his late majesty King George the 
Second, (intituled, An act for repealing the present in- 
land duty of four shillings per pound weight upon all 
tea sold in Great Britain; and for granting to his Maj- 
esty certain other inland duties in lieu thereof; and for 
better securing the duty upon tea, and other duties of 
excise; and for pursuing offenders out of one county 
into another,) it is, amongst other things, enacted, That 
every person who shall, at any publick sale of tea made 
by the united company of merchants of England trad- 
ing to the East Indies, be declared to be the best bidder 


for any lot or lots of tea, shall, within three days after 
being so declared the best bidder or bidders for the 
same, deposit with the said united company, or such 
clerk or officer as the said company shall appoint to 
receive the same, forty shillings for every tub and for 
every chest of tea; and in case any such person or per- 
sons shall refuse or neglect to make such deposit within 
the time before limited, he, she, or they, shall forfeit 
and lose six times the value of such deposit directed to 
be made as aforesaid, to be recovered by action of debt, 
bill, plaint, or information, in any of his Majesty’s courts 
of record at Westminster, in which no essoin, protec- 
tion, or wager of law, or more than one imparlance, 
shall be allowed; one moiety of which forfeiture shall 
go to his Majesty, his heirs and successors, and the other 
moiety to such person as shall sue or prosecute for the 
same; and the sale of all teas, for which such deposit 
shall be neglected to be made as aforesaid, is thereby 
declared to be null and void, and such teas shall be 
again put up by the said united company to publick 
sale, within fourteen days after the end of the sale of 
teas at which such teas were sold; and all and every 
buyer or buyers, who shall have neglected to make such 
deposit as aforesaid, shall be, and is and are thereby 
rendered incapable of bidding for or buying any teas 
at any future publick sale of the said united company: 
and whereas it is found to be expedient and necessary 
to increase the deposit to be made by any bidder or 
bidders for any lot or lots of bohea teas, at the publick 
sales of teas to be made by the said united company; 
be it enacted by the authority aforesaid, That every 
person who shall, after the tenth day of May, one thou- 
sand seven hundred and seventy-three, at any publick 
sale of tea to be made by the said united company of 
merchants of England trading to the East Indies, be 
declared to be the best bidder or bidders for any lot or 
lots of bohea tea, shall, within three days after being so 
declared the best bidder or bidders for the same, de- 
posit with the said united company, or such clerk or 
officer as the said united company shall appoint to re- 
ceive the same, four pounds of lawful money of Great 
Britain for every tub and for every chest of bohea tea, 
under the same terms and conditions, and subject to 
the same forfeitures, penalties, and regulations, as are 
mentioned and contained in the said recited act of the 
eighteenth year of the reign of his said late Majesty. 


Ill. And be it further enacted by the authority afore- 
said, That it shall and may be lawful for the commis- 
sioners of his Majesty’s treasury, or any three or more 
of them, or for the high treasurer for the time being, 
upon application made to them by the said united com- 
pany of merchants of England trading to the East Indies 
for that purpose, to grant a licence or licences to the 
said united company, to take out of their warehouses, 
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without the same having been put up to sale, and to 
export to any of the British plantations in America, or 
to any parts beyond the seas, such quantity or quanti- 
ties of tea as the said commissioners of his Majesty’s 
treasury, or any three or more of them, or the high trea- 
surer for the time being, shall think proper and expe- 
dient, without incurring any penalty or forfeiture for 
so doing; any thing in the said in part recited act, or 
any other law, to the contrary notwithstanding. 


IV. And whereas by an act made in the ninth and tenth 
years of the reign of King William the Third, (intituled, 
An act for raising a sum not exceeding two millions, 
upon a fund, for payment of annuities, after the rate of 
eight pounds per centum per annum; and for settling 
the trade to the East Indies,) and by several other acts 
of parliament which are now in force, the said united 
company of merchants of England trading to the East 
Indies are obliged to give security, under their com- 
mon seal, for payment of the duties of customs upon 
all unrated goods imported by them, so soon as the 
same shall be sold; and for exposing such goods to sale, 
openly and fairly, by way of auction, or by inch of 
candle, within the space of three years from the im- 
portation thereof: and whereas it is expedient that some 
provision should be made to permit the said company, 
in certain cases, to export tea, on their own account, to 
the British plantations in America, or to foreign parts, 
without exposing such tea, to sale here, or being 
charged with the payment of any duty for the same; 
be it therefore enacted by the authority aforesaid, That 
from and after the passing of this act, it shall and may 
be lawful for the commissioners of his Majesty’s trea- 
sury, or any three or more of them, or the high trea- 
surer for the time being, to grant a licence or quantity 
of licences to the said united company, to take out of 
their warehouses such quantity or quantities of tea as 
the said commissioners of the treasury, or any three or 
more of them, or the high treasurer for the time being, 
shall think proper, without the same having been ex- 
posed to sale in this kingdom; and to export such tea 
to any of the British colonies or plantations in America, 
or to foreign parts, discharged from the payment of 
any customs or duties whatsoever; any thing in the said 
recited act, or any other act to the contrary notwith- 
standing. 


V. Provided always, and it is hereby further enacted by 
the authority aforesaid, That a due entry shall be made 
at the custom-house, of all such tea so exported by li- 
cence, as aforesaid, expressing the quantities thereof, 
at what time imported, and by what ship; and such tea 
shall be shipped for exportation by the proper officer 
for that purpose, and shall, in all other respects, not 
altered by this act, be liable to the same rules, regula- 
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tions, restrictions, securities, penalties, and forfeitures, 
as tea penalties, &c. exported to the like places was li- 
able to before the passing this act: and upon the proper 
officer’s duty, certifying the shipping of such tea to the 
collector and comptroller of his Majesty’s customs for 
the port of London, upon the back of the licence, and 
the exportation thereof, verified by the oath of the hus- 
band or agent for the said united company, to be wrote 
at the bottom of such certificate, and sworn before the 
said collector and comptroller of the customs, (which 
oath they are hereby impowered to administer,) it shall 
and may be lawful for such collector and comptroller 
to write off and discharge the quantity of tea so ex- 
ported from the warrant of the respective ship in which 
such tea was imported. 


VI. Provided nevertheless, That no such licence shall 
be granted, unless it shall first be made to appear to 
the satisfaction of the commissioners of his Majesty’s 
treasury, or any three or more of them, or the high trea- 
surer for the time being, that at the time of taking out 
such teas, for the exportation of which licence or li- 
cences shall be granted, there will be left remaining in 
the warehouses of the said united company, a quan- 
tity of tea not less than ten millions of pounds weight; 
any thing herein, or in any other act of parliament, con- 
tained to the contrary thereof notwithstanding. 


Source: “The Tea Act of 1773,” www.founding.com/library/ 
(accessed June 2003). 


THE WEALTH OF NATIONS (1776) 


Scottish economist and philosopher Adam Smith attended 
university at Glasgow and Oxford before becoming a profes- 
sor of moral philosophy. From 1764 to 1766, he toured Eu- 
rope as the tutor of the duke of Buccleuch. While in France, 
he was introduced to several Physiocrats, a group that pro- 
moted free trade and competition among nations as well as 
several social reforms. After returning to England, he began 
his work An Inquiry on the Wealth of Nations, which 
was published in 1776. Smith argued that trade should re- 
main unrestricted except in cases of national defense. Al- 
though Great Britain failed to heed his advice, primarily 
because of the special circumstances that developed during 
the Industrial Revolution, Smith's work remains the primary 
document that argues for a shift from mercantilism to a capi- 
talist society with free trade. 


Of Treaties of Commerce 


When a nation binds itself by treaty either to permit 
the entry of certain goods from one foreign country 
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which it prohibits from all others, or to exempt the 
goods of one country from duties to which it subjects 
those of all others, the country, or at least the merchants 
and manufacturers of the country, whose commerce is 
so favoured, must necessarily derive great advantage 
from the treaty. Those merchants and manufacturers 
enjoy a sort of monopoly in the country which is so 
indulgent to them. That country becomes a market both 
more extensive and more advantageous for their goods: 
more extensive, because the goods of other nations 
being either excluded or subjected to heavier duties, it 
takes off a greater quantity of theirs: more advanta- 
geous, because the merchants of the favoured coun- 
try, enjoying a sort of monopoly there, will often sell 
their goods for a better price than if exposed to the free 
competition of all other nations. 

Such treaties, however, though they may be ad- 
vantageous to the merchants and manufacturers of 
the favoured, are necessarily disadvantageous to 
those of the favouring country. A monopoly is thus 
granted against them to a foreign nation; and they 
must frequently buy the foreign goods they have oc- 
casion for dearer than if the free competition of other 
nations was admitted. That part of its own produce 
with which such a nation purchases foreign goods 
must consequently be sold cheaper, because when two 
things are exchanged for one another, the cheapness 
of the one is a necessary consequence, or rather the 
same thing with the dearness of the other. The ex- 
changeable value of its annual produce, therefore, is 
likely to be diminished by every such treaty. This dimi- 
nution, however, can scarce amount to any positive 
loss, but only to a lessening of the gain which it might 
otherwise make. Though it sells its goods cheaper than 
it otherwise might do, it will not probably sell them 
for less than they cost; nor, as in the case of bounties, 
for a price which will not replace the capital employed 
in bringing them to market, together with the ordi- 
nary profits of stock. The trade could not go on long 
if it did. Even the favouring country, therefore, may 
still gain by the trade, though less than if there was a 
free competition. 

Some treaties of commerce, however, have been 
supposed advantageous upon principles very differ- 
ent from these; and a commercial country has some- 
times granted a monopoly of this kind against itself to 
certain goods of a foreign nation, because it expected 
that in the whole commerce between them, it would 
annually sell more than it would buy, and that a bal- 
ance in gold and silver would be annually returned to 
it. Itis upon this principle that the treaty of commerce 
between England and Portugal, concluded in 1703 by 
Mr. Methuen, has been so much commended. The fol- 
lowing is a literal translation of that treaty, which con- 
sists of three articles only. 


(1776) 


ARTICLE I 

His sacred royal majesty of Portugal promises, both in 
his own name, and that of his successors, to admit, for 
ever hereafter, into Portugal, the woollen cloths, and 
the rest of the woollen manufactures of the British, as 
was accustomed, till they were prohibited by the law; 
nevertheless upon this condition: 


ARTICLE IT 

That is to say, that her sacred royal majesty of Great 
Britain shall, in her own name, and that of her succes- 
sors, be obliged, for ever hereafter, to admit the wines 
of the growth of Portugal into Britain; so that at no time, 
whether there shall be peace or war between the king- 
doms of Britain and France, anything more shall be 
demanded for these wines by the name of custom or 
duty, or by whatsoever other title, directly or indirectly, 
whether they shall be imported into Great Britain in 
or hogsheads, or other casks, than what shall be de- 
manded for the like quantity or measure of French 
wine, deducting or abating a third part of the custom 
or duty. But if at any time this deduction or abatement 
of customs, which is to be made as aforesaid, shall in 
any manner be attempted and prejudiced, it shall be 
just and lawful for his sacred royal majesty of Portu- 
gal, again to prohibit the woollen cloths, and the rest 
of the British woollen manufactures. 


ARTICLE III 

The most excellent lords the plenipotentiaries promise 
and take upon themselves, that their above named 
masters shall ratify this treaty; and within the space of 
two months the ratifications shall be exchanged. 


By this treaty the crown of Portugal becomes bound 
to admit the English woollens upon the same footing 
as before the prohibition; that is, not to raise the duties 
which had been paid before that time. But it does not 
become bound to admit them upon any better terms 
than those of any other nation, of France or Holland 
for example. The crown of Great Britain, on the con- 
trary, becomes bound to admit the wines of Portugal 
upon paying only two-thirds of the duty which is paid 
for those of France, the wines most likely to come into 
competition with them. So far this treaty, therefore, is 
evidently advantageous to Portugal, and disadvanta- 
geous to Great Britain. 

It has been celebrated, however, as a masterpiece 
of the commercial policy of England. Portugal receives 
annually from the Brazils a greater quantity of gold 
than can be employed in its domestic commerce, 
whether in the shape of coin or of plate. The surplus is 
too valuable to be allowed to lie idle and locked up in 
coffers, and as it can find no advantageous market at 
home, it must, notwithstanding any prohibition, be sent 


THE WEALTH OF NATIONS 


abroad, and exchanged for something for which there 
is amore advantageous market at home. A large share 
of it comes annually to England, in return either for 
English goods, or for those of other European nations 
that receive their returns through England. Mr. Baretti 
was informed that the weekly packet-boat from Lisbon 
brings, one week with another, more than fifty thou- 
sand pounds in gold to England. The sum had prob- 
ably been exaggerated. It would amount to more than 
two millions six hundred thousand pounds a year, 
which is more than the Brazils are supposed to afford. 

Our merchants were some years ago out of 
humour with the crown of Portugal. Some privileges 
which had been granted them, not by treaty, but by 
the free grace of that crown, at the solicitation indeed, 
it is probable, and in return for much greater favours, 
defence and protection, from the crown of Great Brit- 
ain had been either infringed or revoked. The people, 
therefore, usually most interested in celebrating the 
Portugal trade were then rather disposed to represent 
it as less advantageous than it had commonly been 
imagined. The far greater part, almost the whole, they 
pretended, of this annual importation of gold, was not 
on account of Great Britain, but of other European na- 
tions; the fruits and wines of Portugal annually im- 
ported into Great Britain nearly compensating the 
value of the British goods sent thither. 

Let us suppose, however, that the whole was on ac- 
count of Great Britain, and that it amounted to a still 
greater sum than Mr. Baretti seems to imagine; this trade 
would not, upon that account, be more advantageous 
than any other in which, for the same value sent out, we 
received an equal value of consumable goods in return. 

It is but a very small part of this importation which, 
it can be supposed, is employed as an annual addition 
either to the plate or to the coin of the kingdom. The 
rest must all be sent abroad and exchanged for con- 
sumable goods of some kind or other. But if those con- 
sumable goods were purchased directly with the 
produce of English industry, it would be more for the 
advantage of England than first to purchase with that 
produce the gold of Portugal, and afterwards to pur- 
chase with that gold those consumable goods. A direct 
foreign trade of consumption is always more advanta- 
geous than a round-about one; and to bring the same 
value of foreign goods to the home market, requires a 
much smaller capital in the one way than in the other. 
If a smaller share of its industry, therefore, had been 
employed in producing goods fit for the Portugal mar- 
ket, and a greater in producing those fit for the other 
markets, where those consumable goods for which 
there is a demand in Great Britain are to be had, it 
would have been more for the advantage of England. 
To procure both the gold, which it wants for its own 
use, and the consumable goods, would, in this way, 
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employ a much smaller capital than at present. There 
would be a spare capital, therefore, to be employed for 
other purposes, in exciting an additional quantity of 
industry, and in raising a greater annual produce. 

Though Britain were entirely excluded from the 
Portugal trade, it could find very little difficulty in pro- 
curing all the annual supplies of gold which it wants, 
either for the purposes of plate, or of coin, or of foreign 
trade. Gold, like every other commodity, is always 
somewhere or another to be got for its value by those 
who have that value to give for it. The annual surplus 
of gold in Portugal, besides, would still be sent abroad, 
and though not carried away by Great Britain, would 
be carried away by some other nation, which would 
be glad to sell it again for its price, in the same manner 
as Great Britain does at present. In buying gold of Por- 
tugal, indeed, we buy it at the first hand; whereas, in 
buying it of any other nation, except Spain, we should 
buy it at the second, and might pay somewhat dearer. 
This difference, however, would surely be too insig- 
nificant to deserve the public attention. 

Almost all our gold, it is said, comes from Portugal. 
With other nations the balance of trade is either against 
us, or not much in our favour But we should remem- 
ber that the more gold we import from one country, 
the less we must necessarily import from all others. The 
effectual demand for gold, like that for every other com- 
modity, is in every country limited to a certain quan- 
tity. If nine-tenths of this quantity are imported from 
one country, there remains a tenth only to be imported 
from all others. The more gold besides that is annually 
imported from some particular countries, over and 
above what is requisite for plate and for coin, the more 
must necessarily be exported to some others; and the 
more that most insignificant object of modern policy, 
the balance of trade, appears to be in our favour with 
some particular countries, the more it must necessar- 
ily appear to be against us with many others. 

It was upon this silly notion, however, that England 
could not subsist without the Portugal trade, that, to- 
wards the end of the late war, France and Spain, with- 
out pretending either offence or provocation, required 
the King of Portugal to exclude all British ships from 
his ports, and for the security of this exclusion, to re- 
ceive into them French or Spanish garrisons. Had the 
king of Portugal submitted to those ignominious terms 
which his brother-in-law the king of Spain proposed 
to him, Britain would have been freed from a much 
greater inconveniency than the loss of the Portugal 
trade, the burden of supporting a very weak ally, so 
unprovided of everything for his own defence that the 
whole power of England, had it been directed to that 
single purpose, could scarce perhaps have defended 
him for another campaign. The loss of the Portugal 
trade would, no doubt, have occasioned a considerable 
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embarrassment to the merchants at that time engaged 
in it, who might not, perhaps, have found out, for a 
year or two, any other equally advantageous method 
of employing their capitals; and in this would prob- 
ably have consisted all the inconveniency which En- 
gland could have suffered from this notable piece of 
commercial policy. 

The great annual importation of gold and silver is 
neither for the purpose of plate nor of coin, but of for- 
eign trade. A round-about foreign trade of consump- 
tion can be carried on more advantageously by means 
of these metals than of almost any other goods. As they 
are the universal instruments of commerce, they are 
more readily received in return for all commodities 
than any other goods; and on account of their small 
bulk and great value, it costs less to transport them 
backward and forward from one place to another than 
almost any other sort of merchandise, and they lose 
less of their value by being so transported. Of all the 
commodities, therefore, which are bought in one for- 
eign country, for no other purpose but to be sold or 
exchanged again for some other goods in another, there 
are none so convenient as gold and silver. In facilitat- 
ing all the different round-about foreign trades of con- 
sumption which are carried on in Great Britain consists 
the principal advantage of the Portugal trade; and 
though it is not a capital advantage, it is no doubt a 
considerable one. 

That any annual addition which, it can reasonably 
be supposed, is made either to the plate or to the coin 
of the kingdom, could require but a very small annual 
importation of gold and silver, seems evident enough; 
and though we had no direct trade with Portugal, this 
small quantity could always, somewhere or another, 
be very easily got. 

Though the goldsmith’s trade be very considerable 
in Great Britain, the far greater part of the new plate 
which they annually sell is made from other old plate 
melted down; so that the addition annually made to 
the whole plate of the kingdom cannot be very great, 
and could require but a very small annual importation. 

It is the same case with the coin. Nobody imag- 
ines, I believe, that even the greater part of the annual 
coinage, amounting, for ten years together, before the 
late reformation of the gold coin, to upwards of eight 
hundred thousand pounds a year in gold, was an an- 
nual addition to the money before current in the king- 
dom. In a country where the expense of the coinage is 
defrayed by the government, the value of the coin, even 
when it contains its full standard weight of gold and 
silver, can never be much greater than that of an equal 
quantity of those metals uncoined; because it requires 
only the trouble of going to the mint, and the delay 
perhaps of a few weeks, to procure for any quantity of 
uncoined gold and silver an equal quantity of those 
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metals in coin. But, in every country, the greater part 
of the current coin is almost always more or less worn, 
or otherwise degenerated from its standard. In Great 
Britain it was, before the late reformation, a good deal 
so, the gold being more than two per cent and the sil- 
ver more than eight per cent below its standard weight. 
But if forty-four guineas and a half, containing their 
full standard weight, a pound weight of gold, could 
purchase very little more than a pound weight could 
of uncoined gold, forty-four guineas and a half want- 
ing a part of their weight could not purchase a pound 
weight, and something was to be added in order to 
make up the deficiency. The current price of gold bul- 
lion at market, therefore, instead of being the same with 
the mint price, or #46 14s. 6d., was then about #47 14s. 
and sometimes about #48. When the greater part of 
the coin, however, was in this degenerate condition, 
forty-four guineas and a half, fresh from the mint, 
would purchase no more goods in the market than any 
other ordinary guineas, because when they came into 
the coffers of the merchant, being confounded with 
other money, they could not afterwards be distin- 
guished without more trouble than the difference was 
worth. Like other guineas they were worth no more 
than #46 14s. 6d. If thrown into the melting pot, how- 
ever, they produced, without any sensible loss, a pound 
weight of standard gold, which could be sold at any 
time for between #47 14s. and #48 either of gold or 
silver, as fit for all the purposes of coin as that which 
had been melted down. There was an evident profit, 
therefore, in melting down new coined money, and it 
was done so instantaneously, that no precaution of 
government could prevent it. The operations of the 
mint were, upon this account, somewhat like the web 
of Penelope; the work that was done in the day was 
undone in the night. The mint was employed, not so 
much in making daily additions to the coin, as in re- 
placing the very best part of it which was daily melted 
down. 

Were the private people, who carry their gold and 
silver to the mint, to pay themselves for the coinage, it 
would add to the value of those metals in the same 
manner as the fashion does to that of plate. Coined gold 
and silver would be more valuable than uncoined. The 
seignorage, if it was not exorbitant, would add to the 
bullion the whole value of the duty; because, the gov- 
ernment having everywhere the exclusive privilege of 
coining, no coin can come to market cheaper than they 
think proper to afford it. If the duty was exorbitant in- 
deed, that is, if it was very much above the real value 
of the labour and expense requisite for coinage, false 
coiners, both at home and abroad, might be encour- 
aged, by the great difference between the value of bul- 
lion and that of coin, to pour in so great a quantity of 
counterfeit money as might reduce the value of the 
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government money. In France, however, though the 
seignorage is eight per cent, no sensible inconveniency 
of this kind is found to arise from it. The dangers to 
which a false coiner is everywhere exposed, if he lives 
in the country of which he counterfeits the coin, and 
to which his agents or correspondents are exposed if 
he lives in a foreign country, are by far too great to be 
incurred for the sake of a profit of six or seven per cent. 

The seignorage in France raises the value of the 
coin higher than in proportion to the quantity of pure 
gold which it contains. Thus by the edict of January 
1726, the mint price of fine gold of twenty-four carats 
was fixed at seven hundred and forty livres nine sous 
and one denier one-eleventh, the mark of eight Paris 
ounces. The gold coin of France, making an allowance 
for the remedy of the mint, contains twenty-one carats 
and three-fourths of fine gold, and two carats one 
fourth of alloy. The mark of standard gold, therefore, 
is worth no more than about six hundred and seventy- 
one livres ten deniers. But in France this mark of stan- 
dard gold is coined into thirty Louis d’ors of 
twenty-four livres each, or into seven hundred and 
twenty livres. The coinage, therefore, increases the 
value of a mark of standard gold bullion, by the differ- 
ence between six hundred and seventy-one livres ten 
deniers, and seven hundred and twenty livres; or by 
forty-eight livres nineteen sous and two deniers. 

A seignorage will, in many cases, take away alto- 
gether, and will, in all cases, diminish the profit of melt- 
ing down the new coin. This profit always arises from 
the difference between the quantity of bullion which 
the common currency ought to contain, and that which 
it actually does contain. If this difference is less than 
the seignorage, there will be loss instead of profit. If it 
is equal to the seignorage, there will neither be profit 
nor loss. If it is greater than the seignorage, there will 
indeed be some profit, but less than if there was no 
seignorage. If, before the late reformation of the gold 
coin, for example, there had been a seignorage of five 
per cent upon the coinage, there would have been a 
loss of three per cent upon the melting down of the 
gold coin. If the seignorage had been two per cent there 
would have been neither profit nor loss. If the seignor- 
age had been one per cent there would have been a 
profit, but of one per cent only instead of two per cent. 
Wherever money is received by tale, therefore, and not 
by weight, a seignorage is the most effectual preventa- 
tive of the melting down of the coin, and, for the same 
reason, of its exportation. It is the best and heaviest 
pieces that are commonly either melted down or ex- 
ported; because it is upon such that the largest profits 
are made. 

The law for encouragement of the coinage, by ren- 
dering it duty-free, was first enacted during the reign 
of Charles II for a limited time; and afterwards contin- 
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ued, by different prolongations, till 1769, when it was 
rendered perpetual. The Bank of England, in order to 
replenish their coffers with money, are frequently 
obliged to carry bullion to the mint; and it was more 
for their interest, they probably imagined, that the coin- 
age should be at the expense of the government than 
at their own. It was probably out of complaisance to 
this great company that the government agreed to ren- 
der this law perpetual. Should the custom of weighing 
gold, however, come to be disused, as it is very likely 
to be on account of its inconveniency; should the gold 
coin of England come to be received by tale, as it was 
before the late recoinage, this great company may, per- 
haps, find that they have upon this, as upon some other 
occasions, mistaken their own interest not a little. 

Before the late recoinage, when the gold currency 
of England was two per cent below its standard weight, 
as there was no seignorage, it was two per cent below 
the value of that quantity of standard gold bullion 
which it ought to have contained. When this great com- 
pany, therefore, bought gold bullion in order to have it 
coined, they were obliged to pay for it two per cent 
more than it was worth after coinage. But if there had 
been a seignorage of two per cent upon the coinage, 
the common gold currency, though two per cent be- 
low its standard weight, would notwithstanding have 
been equal in value to the quantity of standard gold 
which it ought to have contained; the value of the fash- 
ion compensating in this case the diminution of the 
weight. They would indeed have had the seignorage 
to pay, which being two per cent, their loss upon the 
whole transaction would have been two per cent ex- 
actly the same, but no greater than it actually was. 

If the seignorage had been five per cent, and the 
gold currency only two per cent below its standard 
weight, the bank would in this case have gained three 
percent upon the price of the bullion; but as they would 
have had a seignorage of five per cent to pay upon the 
coinage, their loss upon the whole transaction would, 
in the same manner, have been exactly two per cent. 

If the seignorage had been only one per cent and 
the gold currency two per cent below its standard 
weight, the bank would in this case have lost only one 
percent upon the price of the bullion; but as they would 
likewise have had a seignorage of one per cent to pay, 
their loss upon the whole transaction would have been 
exactly two per cent in the same manner as in all other 
cases. 

If there was a reasonable seignorage, while at the 
same time the coin contained its full standard weight, 
as it has done very nearly since the last recoinage, what- 
ever the bank might lose by the seignorage, they would 
gain upon the price of the bullion; and whatever they 
might gain upon the price of the bullion, they would 
lose by the seignorage. They would neither lose nor gain, 
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therefore, upon the whole transaction, and they would 
in this, as in all the foregoing cases, be exactly in the 
same situation as if there was no seignorage. 

When the tax upon a commodity is so moderate as 
not to encourage smuggling, the merchant who deals 
in it, though he advances, does not properly pay the 
tax, as he gets it back in the price of the commodity. 
The tax is finally paid by the last purchaser or consumer. 
But money is a commodity with regard to which every 
man is a merchant. Nobody buys it but in order to sell 
itagain; and with regard to it there is in ordinary cases 
no last purchaser or consumer. When the tax upon coin- 
age, therefore, is so moderate as not to encourage false 
coining, though everybody advances the tax, nobody 
finally pays it; because everybody gets it back in the 
advanced value of the coin. 

A moderate seignorage, therefore, would not in 
any case augment the expense of the bank, or of any 
other private persons who carry their bullion to the 
mint in order to be coined, and the want of a moderate 
seignorage does not in any case diminish it. Whether 
there is or is not a seignorage, if the currency contains 
its full standard weight, the coinage costs nothing to 
anybody, and if it is short of that weight, the coinage 
must always cost the difference between the quantity 
of bullion which ought to be contained in it, and that 
which actually is contained in it. 

The government, therefore, when it defrays the 
expense of coinage, not only incurs some small expense, 
but loses some small revenue which it might get by a 
proper duty; and neither the bank nor any other pri- 
vate persons are in the smallest degree benefited by 
this useless piece of public generosity. 

The directors of the bank, however, would prob- 
ably be unwilling to agree to the imposition of a sei- 
egnorage upon the authority of a speculation which 
promises them no gain, but only pretends to insure 
them from any loss. In the present state of the gold 
coin, and as long as it continues to be received by 
weight, they certainly would gain nothing by such a 
change. But if the custom of weighing the gold coin 
should ever go into misuse, as it is very likely to do, 
and if the gold coin should ever fall into the same state 
of degradation in which it was before the late recoinage, 
the gain, or more properly the savings of the bank, in 
consequence of the imposition of a seignorage, would 
probably be very considerable. The Bank of England is 
the only company which sends any considerable quan- 
tity of bullion to the mint, and the burden of the an- 
nual coinage falls entirely, or almost entirely, upon it. 
If this annual coinage had nothing to do but to repair 
the unavoidable losses and necessary wear and tear of 
the coin, it could seldom exceed fifty thousand or at 
most a hundred thousand pounds. But when the coin 
is degraded below its standard weight, the annual coin- 
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age must, besides this, fill up the large vacuities which 
exportation and the melting pot are continually mak- 
ing in the current coin. It was upon this account that 
during the ten or twelve years immediately preceding 
the late reformation of the gold coin, the annual coin- 
age amounted at an average to more than eight hun- 
dred and fifty thousand pounds. But if there had been 
aseignorage of four or five per cent upon the gold coin, 
it would probably, even in the state in which things 
then were, have put an effectual stop to the business 
both of exportation and of the melting pot. The bank, 
instead of losing every year about two and a half per 
cent upon the bullion which was to be coined into more 
than eight hundred and fifty thousand pounds, or in- 
curring an annual loss of more than twenty-one thou- 
sand two hundred and fifty pounds, would not 
probably have incurred the tenth part of that loss. 

The revenue allotted by Parliament for defraying 
the expense of the coinage is but fourteen thousand 
pounds a year, and the real expense which it costs the 
government, or the fees of the officers of the mint, do 
not upon ordinary occasions, Iam assured, exceed the 
half of that sum. The saving of so very small a sum, or 
even the gaining of another which could not well be 
much larger, are objects too inconsiderable, it may be 
thought, to deserve the serious attention of govern- 
ment. But the saving of eighteen or twenty thousand 
pounds a year in case of an event which is not improb- 
able, which has frequently happened before, and which 
is very likely to happen again, is surely an object which 
well deserves the serious attention even of so great a 
company as the Bank of England. 

Some of the foregoing reasonings and observations 
might perhaps have been more properly placed in 
those chapters of the first book which treat of the ori- 
gin and use of money, and of the difference between 
the real and the nominal price of commodities. But as 
the law for the encouragement of coinage derives its 
origin from those vulgar prejudices which have been 
introduced by the mercantile system, I judged it more 
proper to reserve them for this chapter. Nothing could 
be more agreeable to the spirit of that system than a 
sort of bounty upon the production of money, the very 
thing which, it supposes, constitutes the wealth of ev- 
ery nation. It is one of its many admirable expedients 
for enriching the country. 


Conclusion of the Mercantile System 

Though the encouragement of exportation and the dis- 
couragement of importation are the two great engines 
by which the mercantile system proposes to enrich 
every country, yet with regard to some particular com- 
modities it seems to follow an opposite plan: to dis- 
courage exportation and to encourage importation. Its 
ultimate object, however, it pretends, is always the 
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same, to enrich the country by an advantageous bal- 
ance of trade. It discourages the exportation of the 
materials of manufacture, and of the instruments of 
trade, in order to give our own workmen an advan- 
tage, and to enable them to undersell those of other 
nations in all foreign markets; and by restraining, in 
this manner, the exportation of a few commodities, of 
no great price, it proposes to occasion a much greater 
and more valuable exportation of others. It encourages 
the importation of the materials of manufacture in or- 
der that our own people may be enabled to work them 
up more cheaply, and thereby prevent a greater and 
more valuable importation of the manufactured com- 
modities. I do not observe, at least in our Statute Book, 
any encouragement given to the importation of the 
instruments of trade. When manufactures have ad- 
vanced to a certain pitch of greatness, the fabrication 
of the instruments of trade becomes itself the object of 
a great number of very important manufactures. To give 
any particular encouragement to the importation of 
such instruments would interfere too much with the 
interest of those manufactures. Such importation, 
therefore, instead of being encouraged, has frequently 
been prohibited. Thus the importation of wool cards, 
except from Ireland, or when brought in as wreck or 
prize goods, was prohibited by the 3rd of Edward IV, 
which prohibition was renewed by the 39th of Eliza- 
beth, and has been continued and rendered perpetual 
by subsequent laws. 

The importation of the materials of manufacture 
has sometimes been encouraged by an exemption from 
the duties to which other goods are subject, and some- 
times by bounties. 

The importation of sheep’s wool from several dif- 
ferent countries, of cotton wool from all countries, of 
undressed flax, of the greater part of dyeing drugs, of 
the greater part of undressed hides from Ireland or the 
British colonies, of sealskins from the British Greenland 
fishery, of pig and bar iron from the British colonies, as 
well as of several other materials of manufacture, has 
been encouraged by an exemption from all duties, if 
properly entered at the custom house. The private in- 
terest of our merchants and manufacturers may, per- 
haps, have extorted from the legislature these 
exemptions as well as the greater part of our other com- 
mercial regulations. They are, however, perfectly just 
and reasonable, and if, consistently with the necessi- 
ties of the state, they could be extended to all the other 
materials of manufacture, the public would certainly 
be a gainer. 

The avidity of our great manufacturers, however, 
has in some cases extended these exemptions a good 
deal beyond what can justly be considered as the rude 
materials of their work. By the 24th George III, c. 46, a 
small duty of only one penny the pound was imposed 
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upon the importation of foreign brown linen yam, in- 
stead of much higher duties to which it had been sub- 
jected before, viz. of sixpence the pound upon sail yarn, 
of one shilling the pound upon all French and Dutch 
yarn, and of two pounds thirteen shillings and four- 
pence upon the hundredweight of all spruce or Mus- 
covia yarn. But our manufacturers were not long 
satisfied with this reduction. By the 29th of the same 
king, c. 15, the same law which gave a bounty upon 
the exportation of British and Irish linen of which the 
price did not exceed eighteenpence the yard, even this 
small duty upon the importation of brown linen yarn 
was taken away. In the different operations, however, 
which are necessary for the preparation of linen yarn, 
a good deal more industry is employed than in the 
subsequent operation of preparing linen cloth from 
linen yarn. To say nothing of the industry of the flax- 
growers and flax-dressers, three or four spinners, at 
least, are necessary in order to keep one weaver in con- 
stant employment; and more than four-fifths of the 
whole quantity of labour necessary for the preparation 
of linen cloth is employed in that of linen yarn; but our 
spinners are poor people, women commonly scattered 
about in all different parts of the country, without sup- 
port or protection. It is not by the sale of their work, 
but by that of the complete work of the weavers, that 
our great master manufacturers make their profits. As 
it is their interest to sell the complete manufacture as 
dear, so is it to buy the materials as cheap as possible. 
By extorting from the legislature bounties upon the 
exportation of their own linen, high duties upon the 
importation of all foreign linen, and a total prohibition 
of the home consumption of some sorts of French linen, 
they endeavour to sell their own goods as dear as pos- 
sible. By encouraging the importation of foreign linen 
yarn, and thereby bringing it into competition with that 
which is made by our own people, they endeavour to 
buy the work of the poor spinners as cheap as possible. 
They are as intent to keep down the wages of their own 
weavers as the earnings of the poor spinners, and it is 
by no means for the benefit of the workman that they 
endeavour either to raise the price of the complete work 
or to lower that of the rude materials. It is the industry 
which is carried on for the benefit of the rich and the 
powerful that is principally encouraged by our mer- 
cantile system. That which is carried on for the benefit 
of the poor and the indigent is too often either ne- 
glected or oppressed. 

Both the bounty upon the exportation of linen, and 
the exemption from duty upon the importation of for- 
eign yarn, which were granted only for fifteen years, 
but continued by two different prolongations, expire 
with the end of the session of Parliament which shall 
immediately follow the 24th of June 1786. 

The encouragement given to the importation of the 
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materials of manufacture by bounties has been princi- 
pally confined to such as were imported from our 
American plantations. 

The first bounties of this kind were those granted 
about the beginning of the present century upon the 
importation of naval stores from America. Under this 
denomination were comprehended timber fit for masts, 
yards, and bowsprits; hemp; tar, pitch, and turpentine. 
The bounty, however, of one pound the ton upon 
masting-timber, and that of six pounds the ton upon 
hemp, were extended to such as should be imported 
into England from Scotland. Both these bounties con- 
tinued without any variation, at the same rate, till they 
were severally allowed to expire; that upon hemp on 
the 1st of January 1741, and that upon masting-timber 
at the end of the session of Parliament immediately 
following the 24th June 1781. 

The bounties upon the importation of tar, pitch, 
and turpentine underwent, during their continuance, 
several alterations. Originally that upon tar was four 
pounds the ton; that upon pitch the same; and that 
upon turpentine, three pounds the ton. The bounty of 
four pounds the ton upon tar was afterwards confined 
to such as had been prepared in a particular manner; 
that upon other good, clean, and merchantable tar was 
reduced to two pounds four shillings the ton. The 
bounty upon pitch was likewise reduced to one pound; 
and that upon turpentine to one pound ten shillings 
the ton. 

The second bounty upon the importation of any 
of the materials of manufacture, according to the or- 
der of time, was that granted by the 21st George II, c. 
30, upon the importation of indigo from the British 
plantations. When the plantation indigo was worth 
three-fourths of the price of the best French indigo, it 
was by this act entitled to a bounty of sixpence the 
pound. This bounty, which, like most others, was 
granted only for a limited time, was continued by sev- 
eral prolongations, but was reduced to fourpence the 
pound. It was allowed to expire with the end of the 
session of Parliament which followed the 25th March 
1781. 

The third bounty of this kind was that granted 
(much about the time that we were beginning some- 
times to court and sometimes to quarrel with our 
American colonies) by the 4th George III, c. 26, upon 
the importation of hemp, or undressed flax, from the 
British plantations. This bounty was granted for 
twenty-one years, from the 24th June 1764 to the 24th 
June 1785. For the first seven years it was to be at the 
rate of eight pounds the ton, for the second at six 
pounds, and for the third at four pounds. It was not 
extended to Scotland, of which the climate (although 
hemp is sometimes raised there in small quantities and 
of an inferior quality) is not very fit for that produce. 
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Such a bounty upon the importation of Scotch flax into 
England would have been too great a discouragement 
to the native produce of the southern part of the United 
Kingdom. 

The fourth bounty of this kind was that granted 
by the 5th George III, c. 45, upon the importation of 
wood from America. It was granted for nine years, from 
the 1st January 1766 to the 1st January 1775. During 
the first three years, it was to be for every hundred 
and twenty good deals, at the rate of one pound, and 
for every load containing fifty cubic feet of other 
squared timber at the rate of twelve shillings. For the 
second three years, it was for deals to be at the rate of 
fifteen shillings, and for other squared timber at the 
rate of eight shillings; and for the third three years, it 
was for deals to be at the rate of ten shillings, and for 
other squared timber at the rate of five shillings. 

The fifth bounty of this kind was that granted by 
the 9th George III, c. 38, upon the importation of raw 
silk from the British plantations. It was granted for 
twenty-one years, from the 1st January 1770 to the Ist 
January 1791. For the first seven years it was to be at 
the rate of twenty-five pounds for every hundred 
pounds value; for the second at twenty pounds; and 
for the third at fifteen pounds. The management of the 
silk worm, and the preparation of silk, requires so much 
hand labour, and labour is so very dear in America that 
even this great bounty, I have been informed, was not 
likely to produce any considerable effect. 

The sixth bounty of this kind was that granted by 
2nd George III, c. 50, for the importation of pipe, hogs- 
head, and barrel staves and heading from the British 
plantations. It was granted for nine years, from 1st Janu- 
ary 1772 to the 1st January 1781. For the first three years 
it was for a certain quantity of each to be at the rate of 
six pounds; for the second three years at four pounds; 
and for the third three years at two pounds. 

The seventh and last bounty of this kind was that 
granted by the 19th George III, c. 37, upon the impor- 
tation of hemp from Ireland. It was granted in the same 
manner as that for the importation of hemp and un- 
dressed flax from America, for twenty-one years, from 
the 24th June 1779 to the 24th June 1800. This term is 
divided, likewise, into three periods of seven years 
each; and in each of those periods the rate of the Irish 
bounty is the same with that of the American. It does 
not, however, like the American bounty, extend to the 
importation of undressed flax. It would have been too 
great a discouragement to the cultivation of that plant 
in Great Britain. When this last bounty was granted, 
the British and Irish legislatures were not in much bet- 
ter humour with one another than the British and 
American had been before. But this boon to Ireland, it 
is to be hoped, has been granted under more fortunate 
auspices than all those to America. 
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The same commodities upon which we thus gave 
bounties when imported from America were subjected 
to considerable duties when imported from any other 
country. The interest of our American colonies was re- 
garded as the same with that of the mother country. 
Their wealth was considered as our wealth. Whatever 
money was sent out to them, it was said, came all back 
to us by the balance of trade, and we could never be- 
come a farthing the poorer by any expense which we 
could lay out upon them. They were our own in every 
respect, and it was an expense laid out upon the im- 
provement of our own property and for the profitable 
employment of our own people. It is unnecessary, I 
apprehend, at present to say anything further in order 
to expose the folly of a system which fatal experience 
has now sufficiently exposed. Had our American colo- 
nies really been a part of Great Britain, those bounties 
might have been considered as bounties upon produc- 
tion, and would still have been liable to all the objec- 
tions to which such bounties are liable, but to no other. 

The exportation of the materials of manufacture is 
sometimes discouraged by absolute prohibitions, and 
sometimes by high duties. 

Our woollen manufacturers have been more suc- 
cessful than any other class of workmen in persuading 
the legislature that the prosperity of the nation de- 
pended upon the success and extension of their par- 
ticular business. They have not only obtained a 
monopoly against the consumers by an absolute pro- 
hibition of importing woollen cloths from any foreign 
country, but they have likewise obtained another mo- 
nopoly against the sheep farmers and growers of wool 
by a similar prohibition of the exportation of live sheep 
and wool. The severity of many of the laws which have 
been enacted for the security of the revenue is very 
justly complained of, as imposing heavy penalties upon 
actions which, antecedent to the statutes that declared 
them to be crimes, had always been understood to be 
innocent. But the cruellest of our revenue laws, I will 
venture to affirm, are mild and gentle in comparison 
of some of those which the clamour of our merchants 
and manufacturers has extorted from the legislature 
for the support of their own absurd and oppressive 
monopolies. Like the laws of Draco, these laws may be 
said to be all written in blood. 

By the 8th of Elizabeth, c. 3, the exporter of sheep, 
lambs, or rams was for the first offence to forfeit all his 
goods for ever, to suffer a year’s imprisonment, and 
then to have his left hand cut off in a market town upon 
a market day, to be there nailed up; and for the second 
offence to be adjudged a felon, and to suffer death ac- 
cordingly. To prevent the breed of our sheep from be- 
ing propagated in foreign countries seems to have been 
the object of this law. By the 13th and 14th of Charles 
II, c. 18, the exportation of wool was made felony, and 
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the exporter subjected to the same penalties and for- 
feitures as a felon. 

For the honour of the national humanity, it is to be 
hoped that neither of these statutes were ever executed. 
The first of them, however; so far as I know, has never 
been directly repealed, and Serjeant Hawkins seems 
to consider it as still in force. It may however, perhaps, 
be considered as virtually repealed by the 12th of 
Charles II, c. 32, sect. 3, which, without expressly tak- 
ing away the penalties imposed by former statutes, 
imposes a new penalty, viz., that of twenty shillings 
for every sheep exported, or attempted to be exported, 
together with the forfeiture of the sheep and of the 
owner's share of the ship. The second of them was ex- 
pressly repealed by the 7th and 8th of William II, c. 28, 
sect. 4. By which it is declared that, “Whereas the stat- 
ute of the 13th and 14th of King Charles II, made against 
the exportation of wool, among other things in the said 
act mentioned, doth enact the same to be deemed 
felony; by the severity of which penalty the prosecu- 
tion of offenders hath not been so effectually put in 
execution: Be it, therefore, enacted by the authority 
aforesaid, that so much of the said act, which relates to 
the making the said offence felony, be repealed and 
made void.” 

The penalties, however, which are either imposed 
by this milder statute, or which, though imposed by 
former statutes, are not repealed by this one, are still 
sufficiently severe. Besides the forfeiture of the goods, 
the exporter incurs the penalty of three shillings for 
every pound weight of wool either exported or at- 
tempted to be exported, that is about four or five times 
the value. Any merchant or other person convicted of 
this offence is disabled from requiring any debt or ac- 
count belonging to him from any factor or other per- 
son. Let his fortune be what it will, whether he is or is 
not able to pay those heavy penalties, the law means 
to ruin him completely. But as the morals of the great 
body of the people are not yet so corrupt as those of 
the contrivers of this statute, I have not heard that any 
advantage has ever been taken of this clause. If the 
person convicted of this offence is not able to pay the 
penalties within three months after judgment, he is to 
be transported for seven years, and if he returns be- 
fore the expiration of that term, he is liable to the pains 
of felony, without benefit of clergy. The owner of the 
ship, knowing this offence, forfeits all his interest in 
the ship and furniture. The master and mariners, know- 
ing this offence, forfeit all their goods and chattels, and 
suffer three months’ imprisonment. By a subsequent 
statute the master suffers six months’ imprisonment. 

In order to prevent exportation, the whole inland 
commerce of wool is laid under very burdensome and 
oppressive restrictions. It cannot be packed in any box, 
barrel, cask, case, chest, or any other package, but only 
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in packs of leather or pack-cloth, on which must be 
marked on the outside the words wool or yarn, in large 
letters not less than three inches long, on pain of for- 
feiting the same and the package, and three shillings 
for every pound weight, to be paid by the owner or 
packer. It cannot be loaden on any horse or cart, or car- 
ried by land within five miles of the coast, but between 
sun-rising and sun-setting, on pain of forfeiting the 
same, the horses and carriages. The hundred next ad- 
joining to the sea-coast, out of or through which the 
wool is carried or exported, forfeits twenty pounds, if 
the wool is under the value of ten pounds; and if of 
greater value, then treble that value, together with 
treble costs, to be sued for within the year. The execu- 
tion to be against any two of the inhabitants, whom 
the sessions must reimburse, by an assessment on the 
other inhabitants, as in the cases of robbery. And if any 
person compounds with the hundred for less than this 
penalty, he is to be imprisoned for five years; and any 
other person may prosecute. These regulations take 
place through the whole kingdom. 

But in the particular counties of Kent and Sussex, 
the restrictions are still more troublesome. Every 
owner of wool within ten miles of the sea-coast must 
given an account in writing, three days after shear- 
ing to the next officer of the customs, of the number 
of his fleeces, and of the places where they are lodged. 
And before he removes any part of them he must give 
the like notice of the number and weight of the fleeces, 
and of the name and abode of the person to whom 
they are sold, and of the place to which it is intended 
they should be carried. No person within fifteen miles 
of the sea, in the said counties, can buy any wool be- 
fore he enters into bond to the king that no part of 
the wool which he shall so buy shall be sold by him to 
any other person within fifteen miles of the sea. If any 
wool is found carrying towards the sea-side in the said 
counties, unless it has been entered and security given 
as aforesaid, it is forfeited, and the offender also for- 
feits three shillings for every pound weight. If any 
person lays any wool not entered as aforesaid within 
fifteen miles of the sea, it must be seized and forfeited; 
and if, after such seizure, any person claim the same, 
he must give security to the Exchequer that if he is 
cast upon trial he shall pay treble costs, besides all 
other penalties. 

When such restrictions are imposed upon the in- 
land trade, the coasting trade, we may believe, cannot 
be left very free. Every owner of wool who carries or 
causes to be carried any wool to any port or place on 
the seacoast, in order to be from thence transported by 
sea to any other place or port on the coast, must first 
cause an entry thereof to be made at the port from 
whence it is intended to be conveyed, containing the 
weight, marks, and number of the packages, before he 
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brings the same within five miles of that port, on pain 
of forfeiting the same, and also the horses, carts, and 
other carriages; and also of suffering and forfeiting as 
by the other laws in force against the exportation of 
wool. This law, however (1st William III, c. 32), is so 
very indulgent as to declare that, “This shall not hinder 
any person from carrying his wool home from the place 
of shearing, though it be within five miles of the sea, 
provided that in ten days after shearing, and before he 
remove the wool, he do under his hand certify to the 
next officer of the customs, the true number of fleeces, 
and where it is housed; and do not remove the same, 
without certifying to such officer, under his hand, his 
intention so to do, three days before.” Bond must be 
given that the wool to be carried coastways is to be 
landed at the particular port for which it is entered 
outwards; and if any part of it is landed without the 
presence of an officer, not only the forfeiture of the wool 
is incurred as in other goods, but the usual additional 
penalty of three shillings for every pound weight is 
likewise incurred. 

Our woollen manufactures, in order to justify their 
demand of such extraordinary restrictions and regula- 
tions, confidently asserted that English wool was of a 
peculiar quality, superior to that of any other country; 
that the wool of other countries could not, without 
some mixture of it, be wrought up into any tolerable 
manufacture; that fine cloth could not be made with- 
out it; that England, therefore, if the exportation of it 
could be totally prevented, could monopolize to her- 
self almost the whole woollen trade of the world; and 
thus, having no rivals, could sell at what price she 
pleased, and in a short time acquire the most incred- 
ible degree of wealth by the most advantageous bal- 
ance of trade. This doctrine, like most other doctrines 
which are confidently asserted by any considerable 
number of people, was, and still continues to be, most 
implicitly believed by a much greater number—by al- 
most all those who are either unacquainted with the 
woollen trade, or who have not made particular inquir- 
ies. It is, however, so perfectly false that English wool 
is in any respect necessary for the making of fine cloth 
that it is altogether unfit for it. Fine cloth is made alto- 
gether of Spanish wool. English wool cannot be even 
so mixed with Spanish wool as to enter into the com- 
position without spoiling and degrading, in some de- 
gree, the fabric of the cloth. 

It has been shown in the foregoing part of this work 
that the effect of these regulations has been to depress 
the price of English wool, not only below what it natu- 
rally would be in the present times, but very much 
below what it actually was in the time of Edward III. 
The price of Scots wool, when in consequence of the 
union it became subject to the same regulations, is said 
to have fallen about one half. It is observed by the very 
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accurate and intelligent author of the Memoirs of Wool, 
the Reverend Mr. John Smith, that the price of the best 
English wool in England is generally below what wool 
of a very inferior quality commonly sells for in the 
market of Amsterdam. To depress the price of this com- 
modity below what may be called its natural and proper 
price was the avowed purpose of those regulations; and 
there seems to be no doubt of their having produced 
the effect that was expected from them. 

This reduction of price, it may perhaps be thought, 
by discouraging the growing of wool, must have re- 
duced very much the annual produce of that commod- 
ity, though not below what it formerly was, yet below 
what, in the present state of things, it probably would 
have been, had it, in consequence of an open and free 
market, been allowed to rise to the natural and proper 
price. lam, however, disposed to believe that the quan- 
tity of the annual produce cannot have been much, 
though it may perhaps have been a little, affected by 
these regulations. The growing of wool is not the chief 
purpose for which the sheep farmer employs his in- 
dustry and stock. He expects his profit not so much 
from the price of the fleece as from that of the carcass; 
and the average or ordinary price of the latter must 
even, in many cases, make up to him whatever defi- 
ciency there may be in the average or ordinary price of 
the former. It has been observed in the foregoing part 
of this work that, “Whatever regulations tend to sink 
the price, either of wool or of raw hides, below what it 
naturally would be, must, in an improved and culti- 
vated country, have some tendency to raise the price 
of butcher’s meat. The price both of the great and small 
cattle which are fed on improved and cultivated land 
must be sufficient to pay the rent which the landlord, 
and the profit which the farmer has reason to expect 
from improved and cultivated land. If it is not, they 
will soon cease to feed them. Whatever part of this 
price, therefore, is not paid by the wool and the hide 
must be paid by the carcass. The less there is paid for 
the one, the more must be paid for the other. In what 
manner this price is to be divided upon the different 
parts of the beast is indifferent to the landlords and 
farmers, provided it is all paid to them. In an improved 
and cultivated country, therefore, their interest as land- 
lords and farmers cannot be much affected by such 
regulations, though their interest as consumers may 
by the rise in the price of provisions.” According to this 
reasoning, therefore, this degradation in the price of 
woo0lis not likely, in an improved and cultivated coun- 
try, to occasion any diminution in the annual produce 
of that commodity, except so far as, by raising the price 
of mutton, it may somewhat diminish the demand for, 
and consequently the production of, that particular 
species of butcher’s meat. Its effect, however, even in 
this way, it is probable, is not very considerable. 
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But though its effect upon the quantity of the an- 
nual produce may not have been very considerable, 
its effect upon the quality, it may perhaps be thought, 
must necessarily have been very great. The degrada- 
tion in the quality of English wool, if not below what it 
was in former times, yet below what it naturally would 
have been in the present state of improvement and 
cultivation, must have been, it may perhaps be sup- 
posed, very nearly in proportion to the degradation 
of price. As the quality depends upon the breed, upon 
the pasture, and upon the management and cleanli- 
ness of the sheep, during the whole progress of the 
growth of the fleece, the attention to these circum- 
stances, it may naturally enough be imagined, can 
never be greater than in proportion to the recompense 
which the price of the fleece is likely to make for the 
labour and expense which that attention requires. It 
happens, however, that the goodness of the fleece de- 
pends, in a great measure, upon the health, growth, 
and bulk of the animal; the same attention which is 
necessary for the improvement of the carcass is, in 
some respects, sufficient for that of the fleece. Notwith- 
standing the degradation of price, English wool is said 
to have been improved considerably during the course 
even of the present century. The improvement might 
perhaps have been greater if the price had been bet- 
ter; but the lowness of price, though it may have ob- 
structed, yet certainly it has not altogether prevented 
that improvement. 

The violence of these regulations, therefore, seems 
to have affected neither the quantity nor the quality of 
the annual produce of wool so much as it might have 
been expected to do (though I think it probable that it 
may have affected the latter a good deal more than the 
former); and the interest of the growers of wool, though 
it must have been hurt in some degree, seems, upon 
the whole, to have been much less hurt than could well 
have been imagined. 

These considerations, however, will not justify the 
absolute prohibition of the exportation of wool. But 
they will fully justify the imposition of a considerable 
tax upon that exportation. 

To hurt in any degree the interest of any one order 
of citizens, for no other purpose but to promote that of 
some other, is evidently contrary to that justice and 
equality of treatment which the sovereign owes to all 
the different orders of his subjects. But the prohibition 
certainly hurts, in some degree, the interest of the grow- 
ers of wool, for no other purpose but to promote that 
of the manufacturers. 

Every different order of citizens is bound to con- 
tribute to the support of the sovereign or common- 
wealth. A tax of five, or even of ten shillings upon the 
exportation of every ton of wool would produce a very 
considerable revenue to the sovereign. It would hurt 
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the interest of the growers somewhat less than the pro- 
hibition, because it would not probably lower the price 
of wool quite so much. It would afford a sufficient ad- 
vantage to the manufacturer, because, though he might 
not buy his wool altogether so cheap as under the pro- 
hibition, he would still buy it, at least, five or ten shil- 
lings cheaper than any foreign manufacturer could buy 
it, besides saving the freight and insurance, which the 
other would be obliged to pay. It is scarce possible to 
devise a tax which could produce any considerable rev- 
enue to the sovereign, and at the same time occasion 
so little inconveniency to anybody. 

The prohibition, notwithstanding all the penalties 
which guard it, does not prevent the exportation of 
wool. It is exported, it is well known, in great quanti- 
ties. The great difference between the price in the home 
and that in the foreign market presents such a tempta- 
tion to smuggling that all the rigour of the law cannot 
prevent it. This illegal exportation is advantageous to 
nobody but the smuggler. A legal exportation subject 
to a tax, by affording a revenue to the sovereign, and 
thereby saving the imposition of some other, perhaps, 
more burdensome and inconvenient taxes might prove 
advantageous to all the different subjects of the state. 

The exportation of fuller’s earth or fuller’s clay, 
supposed to be necessary for preparing and cleansing 
the woolen manufactures, has been subjected to nearly 
the same penalties as the exportation of wool. Even 
tobacco-pipe clay, though acknowledged to be differ- 
ent from fuller’s clay, yet, on account of their resem- 
blance, and because fuller’s clay might sometimes be 
exported as tobacco-pipe clay, has been laid under the 
same prohibitions and penalties. 

By the 13th and 14th of Charles II, c. 7, the exporta- 
tion, not only of raw hides, but of tanned leather, ex- 
cept in the shape of boots, shoes, or slippers, was 
prohibited; and the law gave a monopoly to our 
bootmakers and shoemakers, not only against our gra- 
ziers, but against our tanners. By subsequent statutes 
our tanners have got themselves exempted from this 
monopoly upon paying a small tax of only one shilling 
on the hundred-weight of tanned leather, weighing one 
hundred and twelve pounds. They have obtained like- 
wise the drawback of two-thirds of the excise duties 
imposed upon their commodity even when exported 
without further manufacture. All manufactures of 
leather may be exported duty free; and the exporter is 
besides entitled to the drawback of the whole duties of 
excise. Our graziers still continue subject to the old 
monopoly. Graziers separated from one another, and 
dispersed through all the different corners of the coun- 
try, cannot, without great difficulty, combine together 
for the purpose either of imposing monopolies upon 
their fellow citizens, or of exempting themselves from 
such as may have been imposed upon them by other 


(1776) 


people. Manufacturers of all kinds, collected together 
in numerous bodies in all great cities, easily can. Even 
the horns of cattle are prohibited to be exported; and 
the two insignificant trades of the horner and 
combmaker enjoy, in this respect, a monopoly against 
the graziers. 

Restraints, either by prohibitions or by taxes, upon 
the exportation of goods which are partially, but not 
completely manufactured, are not peculiar to the 
manufacture of leather. As long as anything remains 
to be done, in order to fit any commodity for immedi- 
ate use and consumption, our manufacturers think that 
they themselves ought to have the doing of it. Woolen 
yarn and worsted are prohibited to be exported under 
the same penalties as wool. Even white cloths are sub- 
ject to a duty upon exportation, and our dyers have so 
far obtained a monopoly against our clothiers. Our 
clothiers would probably have been able to defend 
themselves against it, but it happens that the greater 
part of our principal clothiers are themselves likewise 
dyers. Watch cases, clockcases, and dial-plates for clocks 
and watches have been prohibited to be exported. Our 
clock-makers and watch-makers are, it seems, unwill- 
ing that the price of this sort of workmanship should 
be raised upon them by the competition of foreigners. 

By some old statutes of Edward M, Henry VIII, and 
Edward VI, the exportation of all metals was prohib- 
ited. Lead and tin were alone excepted probably on 
account of the great abundance of those metals, in the 
exportation of which a considerable part of the trade 
of the kingdom in those days consisted. For the encour- 
agement of the mining trade, the 5th of William and 
Mary, c. 17, exempted from the prohibition iron, cop- 
per, and mundic metal made from British ore. The ex- 
portation of all sorts of copper bars, foreign as well as 
British, was afterwards permitted by the 9th and 10th 
of William IIL, c. 26. The exportation of unmanufactured 
brass, of what is called gun-metal, bell-metal, and 
shroff-metal, still continues to be prohibited. Brass 
manufactures of all sorts may be exported duty free. 

The exportation of the materials of manufacture, 
where it is not altogether prohibited, is in many cases 
subjected to considerable duties. 

By the 8th George I, c. 15, the exportation of all 
goods, the produce or manufacture of Great Britain, 
upon which any duties had been imposed by former 
statutes, was rendered duty free. The following goods, 
however, were excepted: alum, lead, lead ore, tin, 
tanned leather, copperas, coals, wool cards, white 
woolen cloths, lapis calaminaris, skins of all sorts, glue, 
coney hair or wool, hares’ wool, hair of all sorts, horses, 
and litharge of lead. If you expect horses, all these are 
either materials of manufacture, or incomplete manu- 
factures (which may be considered as materials for still 
further manufacture), or instruments of trade. This stat- 
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ute leaves them subject to all the old duties which had 
ever been imposed upon them, the old subsidy and 
one per cent outwards. 

By the same statute a great number of foreign drugs 
for dyers’ use are exempted from all duties upon im- 
portation. Each of them, however, is afterwards sub- 
jected to a certain duty, not indeed a very heavy one, 
upon exportation. Our dyers, it seems, while they 
thought it for their interest to encourage the importa- 
tion of those drugs, by an exemption from all duties, 
thought it likewise for their interest to throw some small 
discouragement upon their exportation. The avidity, 
however, which suggested this notable piece of mer- 
cantile ingenuity, most probably disappointed itself of 
its object. It necessarily taught the importers to be more 
careful than they might otherwise have been that their 
importation should not exceed what was necessary for 
the supply of the home market. The home market was 
at all times likely to be more scantily supplied; the com- 
modities were at all times likely to be somewhat dearer 
there than they would have been had the exportation 
been rendered as free as the importation. 

By the above-mentioned statute, gum senega, or 
gum arabic, being among the enumerated dyeing 
drugs, might be imported duty free. They were sub- 
jected, indeed, to a small poundage duty, amounting 
only to threepence in the hundredweight upon their 
re-exportation. France enjoyed, at that time, an exclu- 
sive trade to the country most productive of those 
drugs, that which lies in the neighbourhood of the 
Senegal; and the British market could not easily be sup- 
plied by the immediate importation of them from the 
place of growth. By the 25th George II, therefore, gum 
senega was allowed to be imported (contrary to the 
general dispositions of the Act of Navigation) from any 
part of Europe. As the law, however, did not mean to 
encourage this species of trade, so contrary to the gen- 
eral principles of the mercantile policy of England, it 
imposed a duty of ten shillings the hundredweight 
upon such importation, and no part of this duty was 
to be afterwards drawn back upon its exportation. The 
successful war which began in 1755 gave Great Britain 
the same exclusive trade to those countries which 
France had enjoyed before. Our manufacturers, as soon 
as the peace was made, endeavoured to avail them- 
selves of this advantage, and to establish a monopoly 
in their own favour both against the growers and 
against the importers of this commodity. By the 5th 
George III, therefore, c. 37, the exportation of gum 
senega from his Majesty’s dominions in Africa was 
confined to Great Britain, and was subjected to all the 
same restrictions, regulations, forfeitures, and penal- 
ties as that of the enumerated commodities of the Brit- 
ish colonies in America and the West Indies. Its 
importation, indeed, was subjected to a small duty of 
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sixpence the hundredweight, butits re-exportation was 
subjected to the enormous duty of one pound ten shil- 
lings the hundredweight. It was the intention of our 
manufacturers that the whole produce of those coun- 
tries should be imported into Great Britain, and, in or- 
der that they themselves might be enabled to buy it at 
their own price, that no part of it should be exported 
again but at such an expense as would sufficiently dis- 
courage that exportation. Their avidity, however, upon 
this, as well as upon many other occasions, disap- 
pointed itself of its object. This enormous duty pre- 
sented such a temptation to smuggling that great 
quantities of this commodity were clandestinely ex- 
ported, probably to all the manufacturing countries of 
Europe, put particularly to Holland, not only from 
Great Britain but from Africa. Upon this account, by 
the 14th George III, c. 10, this duty upon exportation 
was reduced to five shillings the hundredweight. 

In the book of rates, according to which the Old 
Subsidy was levied, beaver skins were estimated at six 
shillings and eightpence a piece, and the different sub- 
sidies and imposts, which before the year 1722 had been 
laid upon their importation, amounted to one-fifth part 
of the rate, or to sixteenpence upon each skin; all of 
which, except half the Old Subsidy, amounting only to 
twopence, was drawn back upon exportation. This duty 
upon the importation of so important a material of 
manufacture had been thought too high, and in the 
year 1722 the rate was reduced to two shillings and 
sixpence, which reduced the duty upon importation 
to sixpence, and of this only one half was to be drawn 
back upon exportation. The same successful war put 
the country most productive of beaver under the do- 
minion of Great Britain, and beaver skins being among 
the enumerated commodities, their exportation from 
America was consequently confined to the market of 
Great Britain. Our manufacturers soon bethought 
themselves of the advantage which they might make 
of this circumstance, and in the year 1764 the duty upon 
the importation of beaver-skin was reduced to one 
penny, but the duty upon exportation was raised to 
sevenpence each skin, without any drawback of the 
duty upon importation. By the same law, a duty of 
eighteenpence the pound was imposed upon the ex- 
portation of beaverwool or wombs, without making 
any alteration in the duty upon the importation of that 
commodity, which, when imported by Britain and in 
British shipping, amounted at that time to between 
fourpence and fivepence the piece. 

Coals may be considered both as a material of 
manufacture and as an instrument of trade. Heavy du- 
ties, accordingly, have been imposed upon their expor- 
tation, amounting at present (1783) to more than five 
shillings the ton, or to more than fifteen shillings the 
chaldron, Newcastle measures, which is in most cases 


1062 THE WEALTH OF NATIONS 


more than the original value of the commodity at the 
coal pit, or even at the shipping port for exportation. 

The exportation, however, of the instruments of 
trade, properly so called, is commonly restrained, not 
by high duties, but by absolute prohibitions. Thus by 
the 7th and 8th of William III, c. 20, sect. 8, the exporta- 
tion of frames or engines for knitting gloves or stock- 
ings is prohibited under the penalty, not only of the 
forfeiture of such frames or engines so exported, or at- 
tempted to be exported, but of forty pounds, one half 
to the king, the other to the person who shall inform 
or sue for the same. In the same manner, by the 14th 
George III, c. 71, the exportation to foreign parts of any 
utensils made use of in the cotton, linen, woollen, and 
silk manufactures is prohibited under the penalty, not 
only of the forfeiture of such utensils, but of two hun- 
dred pounds, to be paid by the person who shall of- 
fend in this manner, and likewise of two hundred 
pounds to be paid by the master of the ship who shall 
knowingly suffer such utensils to be loaded on board 
his ship. 

When such heavy penalties were imposed upon 
the exportation of the dead instruments of trade, it 
could not well be expected that the living instrument, 
the artificer, should be allowed to go free. Accordingly, 
by the 5th George I, c. 27, the person who shall be con- 
victed of enticing any artificer of, or in any of the manu- 
factures of Great Britain, to go into any foreign parts in 
order to practise or teach his trade, is liable for the first 
offence to be fined in any sum not exceeding one hun- 
dred pounds, and to three months’ imprisonment, and 
until the fine shall be paid; and for the second offence, 
to be fined in any sum at the discretion of the court, 
and to imprisonment for twelve months, and until the 
fine shall be paid. By the 23rd George II, c. 13, this pen- 
alty is increased for the first offence to five hundred 
pounds for every artificer so enticed, and to twelve 
months’ imprisonment, and until the fine shall be paid; 
and for the second offence, to one thousand pounds, 
and to two years’ imprisonment, and until the fine shall 
be paid. 

By the former of those two statutes, upon proof 
that any person has been enticing any artificer, or that 
any artificer has promised or contracted to go into for- 
eign parts for the purposes aforesaid, such artificer may 
be obliged to give security at the discretion of the court 
that he shall not go beyond the seas, and may be com- 
mitted to prison until he give such security. 

If any artificer has gone beyond the seas, and is 
exercising or teaching his trade in any foreign country, 
upon warning being given to him by any of his 
Majesty’s ministers or consuls abroad, or by one of his 
Majesty’s Secretaries of State for the time being, if he 
does not, within six months after such warning, return 
into this realm, and from thenceforth abide and inhabit 
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continually within the same, he is from thenceforth 
declared incapable of taking any legacy devised to him 
within this kingdom, or of being executor or adminis- 
trator to any person, or of taking any lands within this 
kingdom by descent, device, or purchase. He likewise 
forfeits to the king all his lands, goods, and chattels, is 
declared an alien in every respect, and is put out of the 
king’s protection. 

It is unnecessary, I imagine, to observe how con- 
trary such regulations are to the boasted liberty of the 
subject, of which we affect to be so very jealous; but 
which, in this case, is so plainly sacrificed to the futile 
interests of our merchants and manufacturers. 

The laudable motive of all these regulations is to 
extend our own manufactures, not by their own im- 
provement, but by the depression of those of all our 
neighbours, and by putting an end, as much as pos- 
sible, to the troublesome competition of such odious 
and disagreeable rivals. Our master manufacturers 
think it reasonable that they themselves should have 
the monopoly of the ingenuity of all their countrymen. 
Though by restraining, in some trades, the number of 
apprentices which can be employed at one time, and 
by imposing the necessity of a long apprenticeship in 
all trades, they endeavour, all of them, to confine the 
knowledge of their respective employments to as small 
anumber as possible; they are unwilling, however, that 
any part of this small number should go abroad to in- 
struct foreigners. 

Consumption is the sole end and purpose of all 
production; and the interest of the producer ought to 
be attended to only so far as it may be necessary for 
promoting that of the consumer. The maxim is so per- 
fectly self evident that it would be absurd to attempt 
to prove it. But in the mercantile system the interest of 
the consumer is almost constantly sacrificed to that of 
the producer; and it seems to consider production, and 
not consumption, as the ultimate end and object of all 
industry and commerce. 

In the restraints upon the importation of all for- 
eign commodities which can come into competition 
with those of our own growth or manufacture, the 
interest of the home consumer is evidently sacrificed 
to that of the producer. It is altogether for the benefit 
of the latter that the former is obliged to pay that en- 
hancement of price which this monopoly almost al- 
ways occasions. 

It is altogether for the benefit of the producer that 
bounties are granted upon the exportation of some of 
his productions. The home consumer is obliged to pay, 
first, the tax which is necessary for paying the bounty, 
and secondly, the still greater tax which necessarily 
arises from the enhancement of the price of the com- 
modity in the home market. 

By the famous treaty of commerce with Portugal, 
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the consumer is prevented by high duties from pur- 
chasing of a neighbouring country a commodity which 
our own climate does not produce, but is obliged to 
purchase it of a distant country, though it is acknowl- 
edged that the commodity of the distant country is of 
a worse quality than that of the near one. The home 
consumer is obliged to submit to this inconveniency in 
order that the producer may import into the distant 
country some of his productions upon more advanta- 
geous terms than he would otherwise have been al- 
lowed to do. The consumer, too, is obliged to pay 
whatever enhancement in the price if those very pro- 
ductions this forced exportation may occasion in the 
home market. 

But in the system of laws which has been estab- 
lished for the management of our American and West 
Indian colonies, the interest of the home consumer has 
been sacrificed to that of the producer with a more ex- 
travagant profusion than in all our other commercial 
regulations. A great empire has been established for 
the sole purpose of raising up a nation of customers 
who should be obliged to buy from the shops of our 
different producers all the goods with which these 
could supply them. For the sake of that little enhance- 
ment of price which this monopoly might afford our 
producers, the home consumers have been burdened 
with the whole expense of maintaining and defending 
that empire. For this purpose, and for this purpose only, 
in the two last wars, more than two hundred millions 
have been spent, and a new debt of more than a hun- 
dred and seventy millions has been contracted over 
and above all that had been expended for the same 
purpose in former wars. The interest of this debt alone 
is not only greater than the whole extraordinary profit 
which it ever could be pretended was made by the 
monopoly of the colony trade, but than the whole value 
of that trade, or than the whole value of the goods 
which at an average have been annually exported to 
the colonies. 

It cannot be very difficult to determine who have 
been the contrivers of this whole mercantile system; 
not the consumers, we may believe, whose interest has 
been entirely neglected; but the producers, whose in- 
terest has been so carefully attended to; and among 
this latter class our merchants and manufacturers have 
been by far the principal architects. In the mercantile 
regulations, which have been taken notice of in this 
chapter, the interest of our manufacturers has been 
most peculiarly attended to; and the interest, not so 
much of the consumers, as that of some other sets of 
producers, has been sacrificed to it. 


Source: “On the Wealth of Nations, Book 4, Chapter 6,” 
www.bibliomania.com/2/1/65/112/frameset.html (accessed 
December 2002). 
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MALTHUS’S ESSAY ON 
POPULATION (1798) (EXCERPTS) 


Born in England in 1766, Thomas Malthus became an econo- 
mist and focused his work on the effects of the economy on 
population levels. In An Essay on the Principle of Popu- 
lation, written in 1798, he argues that poverty is unavoid- 
able because as the population increases by geometrical ratio 
the means of subsistence only increases by arithmetical ra- 
tio. Factors such as famine, war, and disease will all impact 
the decision of people to reproduce. During bad times the 
birth rate will decline and the population level will fall until 
it reaches a point where the food production is greater than 
the needs of the people, and minus war and disease, the popu- 
lation will once again rise. 


Chapter 17 


Question of the proper definition of the wealth of a 
state—Reason given by the French economists for con- 
sidering all manufacturers as unproductive labourers, 
not the true reason—The labour of artificers and manu- 
facturers sufficiently productive to individuals, though 
not to the state—A remarkable passage in Dr Price’s 
two volumes of Observations—Error of Dr Price in at- 
tributing the happiness and rapid population of 
America, chiefly, to its peculiar state of civilization— 
No advantage can be expected from shutting our eyes 
to the difficulties in the way to the improvement of 
society. 


A question seems naturally to arise here whether the 
exchangeable value of the annual produce of the land 
and labour be the proper definition of the wealth of a 
country, or whether the gross produce of the land, ac- 
cording to the French economists, may not be a more 
accurate definition. Certain it is that every increase of 
wealth, according to the definition of the economists, 
will be an increase of the funds for the maintenance of 
labour, and consequently will always tend to amelio- 
rate the condition of the labouring poor, though an in- 
crease of wealth, according to Dr Adam Smith's 
definition, will by no means invariably have the same 
tendency. And yet it may not follow from this consid- 
eration that Dr Adam Smith's definition is not just. It 
seems in many respects improper to exclude the cloth- 
ing and lodging of a whole people from any part of 
their revenue. Much of it may, indeed, be of very trivial 
and unimportant value in comparison with the food 
of the country, yet still it may be fairly considered as a 
part of its revenue; and, therefore, the only point in 
which I should differ from Dr Adam Smith is where he 
seems to consider every increase of the revenue or stock 
of a society as an increase of the funds for the mainte- 


1064 


nance of labour, and consequently as tending always 
to ameliorate the condition of the poor. The fine silks 
and cottons, the laces, and other ornamental luxuries 
of a rich country, may contribute very considerably to 
augment the exchangeable value of its annual produce; 
yet they contribute but in a very small degree to aug- 
ment the mass of happiness in the society, and it ap- 
pears to me that it is with some view to the real utility 
of the produce that we ought to estimate the produc- 
tiveness or unproductiveness of different sorts of 
labour. The French economists consider all labour em- 
ployed in manufactures as unproductive. Comparing 
it with the labour employed upon land, I should be 
perfectly disposed to agree with them, but not exactly 
for the reasons which they give. They say that labour 
employed upon land is productive because the pro- 
duce, over and above completely paying the labourer 
and the farmer, affords a clear rent to the landlord, and 
that the labour employed upon a piece of lace is un- 
productive because it merely replaces the provisions 
that the workman had consumed, and the stock of his 
employer, without affording any clear rent whatever. 


But supposing the value of the wrought lace to be such 
as that, besides paying in the most complete manner 
the workman and his employer, it could afford a clear 
rent to a third person, it appears to me that, in com- 
parison with the labour employed upon land, it would 
be still as unproductive as ever. Though, according to 
the reasoning used by the French economists, the man 
employed in the manufacture of lace would, in this 
case, seem to be a productive labourer. Yet according 
to their definition of the wealth of a state, he ought not 
to be considered in that light. He will have added noth- 
ing to the gross produce of the land: he has consumed 
a portion of this gross produce, and has left a bit of lace 
in return; and though he may sell this bit of lace for 
three times the quantity of provisions that he con- 
sumed whilst he was making it, and thus be a very 
productive labourer with regard to himself, yet he can- 
not be considered as having added by his labour to any 
essential part of the riches of the state. The clear rent, 
therefore, that a certain produce can afford, after pay- 
ing the expenses of procuring it, does not appear to be 
the sole criterion, by which to judge of the productive- 
ness or unproductiveness to a state of any particular 
species of labour. 


Suppose that two hundred thousand men, who are 
now employed in producing manufactures that only 
tend to gratify the vanity of a few rich people, were to 
be employed upon some barren and uncultivated 
lands, and to produce only half the quantity of food 
that they themselves consumed; they would be still 
more productive labourers with regard to the state than 
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they were before, though their labour, so far from af- 
fording a rent to a third person, would but half replace 
the provisions used in obtaining the produce. In their 
former employment they consumed a certain portion 
of the food of the country and left in return some silks 
and laces. In their latter employment they consumed 
the same quantity of food and left in return provision 
for a hundred thousand men. There can be little doubt 
which of the two legacies would be the most really ben- 
eficial to the country, and it will, I think, be allowed 
that the wealth which supported the two hundred 
thousand men while they were producing silks and 
laces would have been more usefully employed in sup- 
porting them while they were producing the additional 
quantity of food. 


A capital employed upon land may be unproductive 
to the individual that employs it and yet be highly pro- 
ductive to the society. A capital employed in trade, on 
the contrary, may be highly productive to the indi- 
vidual, and yet be almost totally unproductive to the 
society: and this is the reason why I should call manu- 
facturing labour unproductive, in comparison of that 
which is employed in agriculture, and not for the rea- 
son given by the French economists. It is, indeed, al- 
most impossible to see the great fortunes that are made 
in trade, and the liberality with which so many mer- 
chants live, and yet agree in the statement of the econo- 
mists, that manufacturers can only grow rich by 
depriving themselves of the funds destined for their 
support. In many branches of trade the profits are so 
great as would allow of a clear rent to a third person; 
but as there is no third person in the case, and as all 
the profits centre in the master manufacturer, or mer- 
chant, he seems to have a fair chance of growing 
rich, without much privation; and we consequently see 
large fortunes acquired in trade by persons who have 
not been remarked for their parsimony. 


Daily experience proves that the labour employed in 
trade and manufactures is sufficiently productive to 
individuals, but it certainly is not productive in the 
same degree to the state. Every accession to the food 
of a country tends to the immediate benefit of the 
whole society; but the fortunes made in trade tend 
but in a remote and uncertain manner to the same 
end, and in some respects have even a contrary ten- 
dency. The home trade of consumption is by far the 
most important trade of every nation. China is the 
richest country in the world, without any other. Put- 
ting then, fora moment, foreign trade out of the ques- 
tion, the man who, by an ingenious manufacture, 
obtains a double portion out of the old stock of provi- 
sions, will certainly not be so useful to the state as the 
man who, by his labour, adds a single share to the 
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former stock. The consumable commodities of silks, 
laces, trinkets, and expensive furniture, are undoubt- 
edly a part of the revenue of the society; but they are 
the revenue only of the rich, and not of the society in 
general. An increase in this part of the revenue of a 
state, cannot, therefore, be considered of the same 
importance as an increase of food, which forms the 
principal revenue of the great mass of the people. 
Foreign commerce adds to the wealth of a state, ac- 
cording to Dr Adam Smith’s definition, though not 
according to the definition of the economists. Its prin- 
cipal use, and the reason, probably, that it has in gen- 
eral been held in such high estimation is that it adds 
greatly to the external power of a nation or to its power 
of commanding the labour of other countries; but it 
will be found, upon a near examination, to contribute 
but little to the increase of the internal funds for the 
maintenance of labour, and consequently but little to 
the happiness of the greatest part of society. In the 
natural progress of a state towards riches, manufac- 
tures, and foreign commerce would follow, in their 
order, the high cultivation of the soil. In Europe, this 
natural order of things has been inverted, and the soil 
has been cultivated from the redundancy of manu- 
facturing capital, instead of manufactures rising from 
the redundancy of capital employed upon land. The 
superior encouragement that has been given to the 
industry of the towns, and the consequent higher 
price that is paid for the labour of artificers than for 
the labour of those employed in husbandry, are prob- 
ably the reasons why so much soil in Europe remains 
uncultivated. Had a different policy been pursued 
throughout Europe, it might undoubtedly have been 
much more populous than at present, and yet not be 
more incumbered by its population. I cannot quit this 
curious subject of the difficulty arising from popula- 
tion, a subject that appears to me to deserve a minute 
investigation and able discussion much beyond my 
power to give it, without taking notice of an extraor- 
dinary passage in Dr Price’s two volumes of Observa- 
tions. Having given some tables on the probabilities 
of life, in towns and in the country, he says: 


From this comparison, it appears with how much truth 
great cities have been called the graves of mankind. It 
must also convince all who consider it, that according 
to the observation, at the end of the fourth essay, in the 
former volume, it is by no means strictly proper to con- 
sider our diseases as the original intention of nature. 
They are, without doubt, in general our own creation. 
Were there a country where the inhabitants led lives 
entirely natural and virtuous, few of them would die 
without measuring out the whole period of present ex- 
istence allotted to them; pain and distemper would be 
unknown among them, and death would come upon 
them like a sleep, in consequence of no other cause than 
gradual and unavoidable decay. 
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Iown that I felt myself obliged to draw a very opposite 
conclusion from the facts advanced in Dr Price’s two 
volumes. I had for some time been aware that popula- 
tion and food increased in different ratios, and a vague 
opinion had been floating in my mind that they could 
only be kept equal by some species of misery or vice, 
but the perusal of Dr Price’s two volumes of Observa- 
tions, after that opinion had been conceived, raised it 
at once to conviction. With so many facts in his view to 
prove the extraordinary rapidity with which popula- 
tion increases when unchecked, and with such a body 
of evidence before him to elucidate even the manner 
by which the general laws of nature repress a redun- 
dant population, it is perfectly inconceivable to me how 
he could write the passage that I have quoted. He was 
a strenuous advocate for early marriages, as the best 
preservative against vicious manners. He had no fan- 
ciful conceptions about the extinction of the passion 
between the sexes, like Mr Godwin, nor did he ever 
think of eluding the difficulty in the ways hinted at by 
M. Condorcet. He frequently talks of giving the pro- 
lific powers of nature room to exert themselves. Yet with 
these ideas, that his understanding could escape from 
the obvious and necessary inference that an unchecked 
population would increase, beyond comparison, faster 
than the earth, by the best directed exertions of man, 
could produce food for its support, appears to me as 
astonishing as if he had resisted the conclusion of one 
of the plainest propositions of Euclid. 


Dr Price, speaking of the different stages of the civi- 
lized state, says, ‘The first, or simple stages of civiliza- 
tion, are those which favour most the increase and the 
happiness of mankind.’ He then instances the Ameri- 
can colonies, as being at that time in the first and hap- 
piest of the states that he had described, and as 
affording a very striking proof of the effects of the dif- 
ferent stages of civilization on population. But he does 
not seem to be aware that the happiness of the Ameri- 
cans depended much less upon their peculiar degree 
of civilization than upon the peculiarity of their situa- 
tion, as new colonies, upon their having a great plenty 
of fertile uncultivated land. In parts of Norway, Den- 
mark, or Sweden, or in this country, two or three hun- 
dred years ago, he might have found perhaps nearly 
the same degree of civilization, but by no means the 
same happiness or the same increase of population. He 
quotes himself a statute of Henry the Eighth, complain- 
ing of the decay of tillage, and the enhanced price of 
provisions, ‘whereby a marvellous number of people 
were rendered incapable of maintaining themselves 
and families.’ The superior degree of civil liberty which 
prevailed in America contributed, without doubt, its 
share to promote the industry, happiness, and popu- 
lation of these states, but even civil liberty, all power- 
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ful as it is, will not create fresh land. The Americans 
may be said, perhaps, to enjoy a greater degree of civil 
liberty, now they are an independent people, than 
while they were in subjection in England, but we may 
be perfectly sure that population will not long continue 
to increase with the same rapidity as it did then. 


Source: “Malthus’ Essay on Population, Chapter 17,” www 
.ac.wwu.edu/~stephan/malthus/malthus.17.html (accessed 
May 2003). 


PRESIDENT JEFFERSON’S SECRET 
MESSAGE TO CONGRESS 
REGARDING THE LEWIS & CLARK 
EXPEDITION (1803) 


On January 18, 1803, President Thomas Jefferson sent a se- 
cret message to Congress in which he asked for an appropri- 
ate of $2,500 to cover the cost of an expedition to the northwest 
area of the Louisiana territory. Meriwether Lewis and Will- 
iam Clark departed from St. Louis and journeyed all the way 
to the Pacific Ocean. In the process, they chronicled the flora 
and fauna of the area. Much of the focus of the expedition 
was on new trade routes. 


Gentlemen of the Senate, and of the House of 
Representatives: 


As the continuance of the act for establishing trading 
houses with the Indian tribes will be under the consid- 
eration of the Legislature at its present session, I think 
it my duty to communicate the views which have 
guided me in the execution of that act, in order that 
you may decide on the policy of continuing it, in the 
present or any other form, or discontinue it altogether, 
if that shall, on the whole, seem most for the public 
good. 

The Indian tribes residing within the limits of the 
United States, have, for a considerable time, been grow- 
ing more and more uneasy at the constant diminution 
of the territory they occupy, although effected by their 
own voluntary sales: and the policy has long been gain- 
ing strength with them, of refusing absolutely all fur- 
ther sale, on any conditions; insomuch that, at this time, 
it hazards their friendship, and excites dangerous jeal- 
ousies and perturbations in their minds to make any 
overture for the purchase of the smallest portions of 
their land. A very few tribes only are not yet obstinately 
in these dispositions. In order peaceably to counteract 
this policy of theirs, and to provide an extension of ter- 
ritory which the rapid increase of our numbers will call 
for, two measures are deemed expedient. First: to en- 
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courage them to abandon hunting, to apply to the rais- 
ing stock, to agriculture and domestic manufacture, and 
thereby prove to themselves that less land and labor 
will maintain them in this, better than in their former 
mode of living. The extensive forests necessary in the 
hunting life, will then become useless, and they will 
see advantage in exchanging them for the means of 
improving their farms, and of increasing their domes- 
tic comforts. Secondly: to multiply trading houses 
among them, and place within their reach those things 
which will contribute more to their domestic comfort, 
than the possession of extensive, but uncultivated 
wilds. Experience and reflection will develop to them 
the wisdom of exchanging what they can spare and 
we want, for what we can spare and they want. In lead- 
ing them to agriculture, to manufactures, and civiliza- 
tion; in bringing together their and our settlements, 
and in preparing them ultimately to participate in the 
benefits of our governments, I trust and believe we are 
acting for their greatest good. At these trading houses 
we have pursued the principles of the act of Congress, 
which directs that the commerce shall be carried on 
liberally, and requires only that the capital stock shall 
not be diminished. We consequently undersell private 
traders, foreign and domestic, drive them from the 
competition; and thus, with the good will of the Indi- 
ans, rid ourselves of a description of men who are con- 
stantly endeavoring to excite in the Indian mind 
suspicions, fears, and irritations towards us. A letter 
now enclosed, shows the effect of our competition on 
the operations of the traders, while the Indians, per- 
ceiving the advantage of purchasing from us, are solic- 
iting generally, our establishment of trading houses 
among them. In one quarter this is particularly inter- 
esting. The Legislature, reflecting on the late occur- 
rences on the Mississippi, must be sensible how 
desirable it is to possess a respectable breadth of coun- 
try on that river, from our Southern limit to the Illinois 
at least; so that we may present as firm a front on that 
as on our Eastern border. We possess what is below 
the Yazoo, and can probably acquire a certain breadth 
from the Illinois and Wabash to the Ohio; but between 
the Ohio and Yazoo, the country all belongs to the 
Chickasaws, the most friendly tribe within our limits, 
but the most decided against the alienation of lands. 
The portion of their country most important for us is 
exactly that which they do not inhabit. Their settle- 
ments are not on the Mississippi, but in the interior 
country. They have lately shown a desire to become 
agricultural; and this leads to the desire of buying 
implements and comforts. In the strengthening and 
gratifying of these wants, I see the only prospect of 
planting on the Mississippi itself, the means of its own 
safety. Duty has required me to submit these views to 
the judgment of the Legislature; but as their disclosure 


might embarrass and defeat their effect, they are com- 
mitted to the special confidence of the two Houses. 


While the extension of the public commerce among the 
Indian tribes, may deprive of that source of profit such 
of our citizens as are engaged in it, it might be worthy 
the attention of Congress, in their care of individual as 
well as of the general interest, to point, in another di- 
rection, the enterprise of these citizens, as profitably 
for themselves, and more usefully for the public. The 
river Missouri, and the Indians inhabiting it, are not as 
well known as is rendered desirable by their connexion 
with the Mississippi, and consequently with us. It is, 
however, understood, that the country on that river is 
inhabited by numerous tribes, who furnish great sup- 
plies of furs and peltry to the trade of another nation, 
carried on ina high latitude, through an infinite num- 
ber of portages and lakes, shut up by ice through along 
season. The commerce on that line could bear no com- 
petition with that of the Missouri, traversing a moder- 
ate climate, offering according to the best accounts, a 
continued navigation from its source, and possibly with 
asingle portage, from the Western Ocean, and finding 
to the Atlantic a choice of channels through the Illinois 
or Wabash, the lakes and Hudson, through the Ohio 
and Susquehanna, or Potomac or James rivers, and 
through the Tennessee and Savannah, rivers. An intel- 
ligent officer, with ten or twelve chosen men, fit for the 
enterprise, and willing to undertake it, taken from our 
posts, where they may be spared without inconve- 
nience, might explore the whole line, even to the West- 
ern Ocean, have conferences with the natives on the 
subject of commercial intercourse, get admission 
among them for our traders, as others are admitted, 
agree on convenient deposits for an interchange of ar- 
ticles, and return with the information acquired, in the 
course of two summers. Their arms and accoutrements, 
some instruments of observation, and light and cheap 
presents for the Indians, would be all the apparatus 
they could carry, and with an expectation of a soldier’s 
portion of land on their return, would constitute the 
whole expense. Their pay would be going on, whether 
here or there. While other civilized nations have en- 
countered great expense to enlarge the boundaries of 
knowledge by undertaking voyages of discovery, and 
for other literary purposes, in various parts and direc- 
tions, our nation seems to owe to the same object, as 
well as to its own interests, to explore this, the only 
line of easy communication across the continent, and 
so directly traversing our own part of it. 

The interests of commerce place the principal ob- 
ject within the constitutional powers and care of Con- 
gress, and that it should incidentally advance the 
geographical knowledge of our own continent, cannot 
be but an additional gratification. The nation claiming 


LOUISIANA PURCHASE (1803) 1067 


the territory, regarding this as a literary pursuit, which 
is in the habit of permitting within its dominions, would 
not be disposed to view it with jealousy, even if the 
expiring state of its interests there did not render it a 
matter of indifference. The appropriation of two thou- 
sand five hundred dollars, “for the purpose of extend- 
ing the external commerce of the United States,” while 
understood and considered by the Executive as giving 
the legislative sanction, would cover the undertaking 
from notice, and prevent the obstructions which inter- 
ested individuals might otherwise previously prepare 
in its way. 


TH. Jefferson 
Jan. 18. 1803. 


Source: President Thomas Jefferson’s confidential message 
to Congress concerning relations with the Indians, January, 
18, 1803; Record Group 233, Records of the United States 
House of Representatives, HR 7A-D1,; National Archives. 


LOUISIANA PURCHASE (1803) 


Signed on April 30, 1803, the treaty between the United 
States and the French Republic ceded to the United States all 
of the province of Louisiana, which had just recently reverted 
back to France under the Treaty of San Ildefonso. Under the 
Spanish, the United States had negotiated a right of deposit 
in New Orleans but in 1801 that right was temporarily sus- 
pended. Americans living on the western side of the Appala- 
chian Mountains needed to ship their goods via the 
Mississippi River since overland transport was cost prohibi- 
tive. Fearing the permanent loss of the use of the river, Presi- 
dent Thomas Jefferson dispatched James Monroe and Robert 
Livingston to Paris to negotiate the purchase of the isle of 
Orleans. French emperor Napoléon Bonaparte offered to sell 
the entire province for $15 million instead. The purchase 
guaranteed that Americans living in the west would be able 
to sell their goods to merchants on the eastern seaboard and 
foreign countries. 


The President of the United States of America and the 
First Consul of the French Republic in the name of the 
French People desiring to remove all Source of misun- 
derstanding relative to objects of discussion mentioned 
in the Second and fifth articles of the Convention of 
the 8th Vendémiaire on 9/30 September 1800 relative 
to the rights claimed by the United States in virtue of 
the Treaty concluded at Madrid the 27 of October 1795, 
between His Catholic Majesty & the Said United States, 
& willing to Strengthen the union and friendship which 
at the time of the Said Convention was happily rees- 
tablished between the two nations have respectively 
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named their Plenipotentiaries to wit The President of 
the United States, by and with the advice and consent 
of the Senate of the Said States; Robert R. Livingston 
Minister Plenipotentiary of the United States and James 
Monroe Minister Plenipotentiary and Envoy extraor- 
dinary of the Said States near the Government of the 
French Republic; And the First Consul in the name of 
the French people, Citizen Francis Barbé Marbois Min- 
ister of the public treasury who after having respec- 
tively exchanged their full powers have agreed to the 
following Articles. 


Article I 

Whereas by the Article the third of the Treaty concluded 
at St Ildefonso the 9th Vendémiaire on 9/1st October 
1800 between the First Consul of the French Republic 
and his Catholic Majesty it was agreed as follows. 

“His Catholic Majesty promises and engages on his 
part to cede to the French Republic six months after 
the full and entire execution of the conditions and 
Stipulations herein relative to his Royal Highness the 
Duke of Parma, the Colony or Province of Louisiana 
with the Same extent that it now has in the hand of 
Spain, & that it had when France possessed it; and Such 
as it Should be after the Treaties subsequently entered 
into between Spain and other States.” 

And whereas in pursuance of the Treaty and par- 
ticularly of the third article the French Republic has an 
incontestible title to the domain and to the possession 
of the said Territory—The First Consul of the French 
Republic desiring to give to the United States a strong 
proof of his friendship doth hereby cede to the United 
States in the name of the French Republic for ever and 
in full Sovereignty the said territory with all its rights 
and appurtenances as fully and in the Same manner 
as they have been acquired by the French Republic in 
virtue of the above mentioned Treaty concluded with 
his Catholic Majesty. 


Article II 

In the cession made by the preceding article are in- 
cluded the adjacent Islands belonging to Louisiana all 
public lots and Squares, vacant lands and all public 
buildings, fortifications, barracks and other edifices 
which are not private property—The Archives, papers 
& documents relative to the domain and Sovereignty 
of Louisiana and its dependances will be left in the 
possession of the Commissaries of the United States, 
and copies will be afterwards given in due form to the 
Magistrates and Municipal officers of such of the said 
papers and documents as may be necessary to them. 


Article III 
The inhabitants of the ceded territory shall be incor- 
porated in the Union of the United States and admit- 


ted as soon as possible according to the principles of 
the federal Constitution to the enjoyment of all these 
rights, advantages and immunities of citizens of the 
United States, and in the mean time they shall be main- 
tained and protected in the free enjoyment of their lib- 
erty, property and the Religion which they profess. 


Article IV 

There Shall be Sent by the Government of France a 
Commissary to Louisiana to the end that he do every 
act necessary as well to receive from the Officers of his 
Catholic Majesty the Said country and its dependances 
in the name of the French Republic if it has not been 
already done as to transmit it in the name of the French 
Republic to the Commissary or agent of the United 
States. 


Article V 

Immediately after the ratification of the present Treaty 
by the President of the United States and in case that 
of the first Consul’s shall have been previously ob- 
tained, the commissary of the French Republic shall 
remit all military posts of New Orleans and other parts 
of the ceded territory to the Commissary or Commis- 
saries named by the President to take possession—the 
troops whether of France or Spain who may be there 
shall cease to occupy any military post from the time 
of taking possession and shall be embarked as soon as 
possible in the course of three months after the ratifi- 
cation of this treaty. 


Article VI 

The United States promise to execute Such treaties and 
articles as may have been agreed between Spain and 
the tribes and nations of Indians until by mutual con- 
sent of the United States and the said tribes or nations 
other Suitable articles Shall have been agreed upon. 


Article VII 

As it is reciprocally advantageous to the commerce of 
France and the United States to encourage the com- 
munication of both nations for a limited time in the 
country ceded by the present treaty until general ar- 
rangements relative to commerce of both nations may 
be agreed on; it has been agreed between the contract- 
ing parties that the French Ships coming directly from 
France or any of her colonies loaded only with the pro- 
duce and manufactures of France or her Said Colonies; 
and the Ships of Spain coming directly from Spain or 
any of her colonies loaded only with the produce or 
manufactures of Spain or her Colonies shall be admit- 
ted during the Space of twelve years in the Port of New- 
Orleans and in all other legal ports-of-entry within the 
ceded territory in the Same manner as the Ships of the 
United States coming directly from France or Spain or 


any of their Colonies without being Subject to any other 
or greater duty on merchandize or other or greater ton- 
nage than that paid by the citizens of the United States. 

During that Space of time above mentioned no other 
nation shall have a right to the Same privileges in the 
Ports of the ceded territory—the twelve years Shall com- 
mence three months after the exchange of ratifications 
if it Shall take place in France or three months after it 
Shall have been notified at Paris to the French Govern- 
ment if it Shall take place in the United States; It is how- 
ever well understood that the object of the above article 
is to favour the manufactures, Commerce, freight and 
navigation of France and of Spain So far as relates to the 
importations that the French and Spanish Shall make 
into the Said Ports of the United States without in any 
Sort affecting the regulations that the United States may 
make concerning the exportation of the produce and 
merchandize of the United States, or any right they may 
have to make Such regulations. 


Article VIII 

In future and forever after the expiration of the twelve 
years, the Ships of France shall be treated upon the foot- 
ing of the most favoured nations in the ports above 
mentioned. 


Article IX 

The particular Convention Signed this day by the re- 
spective Ministers, having for its object to provide for 
the payment of debts due to the Citizens of the United 
States by the French Republic prior to the 30th Sept. 
1800 (8th Vendémiaire an 9) is approved and to have 
its execution in the Same manner as if it had been in- 
serted in this present treaty, and it Shall be ratified in 
the same form and in the Same time So that the one 
Shall not be ratified distinct from the other. 

Another particular Convention Signed at the Same 
date as the present treaty relative to a definitive rule 
between the contracting parties is in the like manner 
approved and will be ratified in the Same form, and in 
the Same time and jointly. 


Article X 

The present treaty Shall be ratified in good and due 
form and the ratifications Shall be exchanged in the 
Space of Six months after the date of the Signature by 
the Ministers Plenipotentiary or Sooner if possible. 

In faith whereof the respective Plenipotentiaries 
have Signed these articles in the French and English 
languages; declaring nevertheless that the present 
Treaty was originally agreed to in the French language; 
and have thereunto affixed their Seals. 


Done at Paris the tenth day of Floreal in the eleventh 
year of the French Republic; and the 30th of April 1803. 
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Barbé Marbois [seal] 
Rob. R. Livingston [seal] 
Jas. Monroe [seal] 


Source: “Treaty between the United States of America and 
the French Republic,” www. yale.edu/lawweb/avalon/diplo- 
macy/france/louis1.htm (accessed December 2003). 


BERLIN DECREE (1806) 


Napoléon Bonaparte issued the Berlin Decree on November 
21, 1806, in response to British legislation that called for the 
blockade of France and its allies during the Napoleonic Wars. 
Along with the Milan Decree, Napoléon hoped to deny the 
British access to continental markets. This decree marks the 
beginning of an escalating economic war between the two 
rival powers. Maritime issues such as the seizing of ships 
and goods would eventually draw the United States, a neu- 
tral country, into the conflict in the War of 1812. After the 
war, the United States erected protective tariffs—a shift in 
policy that lasted more than 100 years. 


Berlin, November 21, 1806 
Napoleon, emperor of the French and king of Italy, etc., 
considering: 


1. That England does not recognize the law of 
nations universally followed by all civilized 
peoples; 

2. That she considers an enemy any individual 
belonging to the enemy’s state, and conse- 
quently makes prisoners of war not only the 
crews of armed ships of war, but also the crews 
of merchant ships and ships of commerce, and 
even commercial agents and merchants trav- 
eling on business; 

3. That she extends to the vessels and commer- 
cial merchandise and to the property of indi- 
viduals the right of conquest, which is only ap- 
plicable to that which belongs to the enemy’s 
state; 

4, Thatshe extends to unfortified towns and com- 
mercial ports, to harbors and the mouths of 
rivers, the right of blockade which, in accor- 
dance with reason and the customs of all civi- 
lized peoples, is only applicable to fortified 
towns, that she even declares in a state of 
blockade places before which she has not even 
a single ship of war, even though a place may 
not be blockaded except when it is so com- 
pletely besieged that no attempt to approach 
it can be made without imminent danger; that 
she even declares in a state of blockade places 
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which all her united forces would be incapable 
of blockading, entire coasts and whole empires; 

5. That this monstrous abuse of the right of block- 
ade has no other aim than to prevent commu- 
nication among nations, and to build the com- 
merce and industry of England on the ruins 
of the commerce and industry of the continent; 

6. That, since this is the obvious aim of England, 
whoever deals on the continent in English 
merchandise thereby favors her designs and 
renders himself her accomplice; 

7. That this behavior of England, worthy of the 
earliest stages of barbarism, has profited that 
power to the detriment of all others; 

8. That it is a natural right to oppose the enemy 
with such arms as it makes use of, and to fight 
in the same way as it fights, when it has disre- 
garded all ideas of justice and all liberal senti- 
ments, a consequence of civilization among 
men; 


We have resolved to apply to England the practice 
which she has consecrated in her maritime legislation. 

The provisions of the present decrees shall con- 
stantly be considered as the fundamental principle of 
the Empire until such time as England has recognized 
that the rights of war are one and the same on land 
and sea; that they cannot be extended to either private 
property, no matter what kind, or to the persons of in- 
dividuals unconnected with the profession of arms, and 
that the right of blockade shall be restricted to forfeited 
places actually invested by sufficient forces. We have 
consequently decreed and do decree the following: 

Article 1. The British Isles are declared to be in a 
state of blockade. 

Article 2. All commerce and all correspondence 
with the British Isles is forbidden. 

Consequently, letters or packages directed to En- 
gland or to an Englishman, or written in the English 
language, shall not pass through the post and shall be 
seized. 

Article 3. Every individual who is an English sub- 
ject, of whatever state or condition he may be, found 
in any country occupied by Our troops or by those of 
Our allies, shall be made a prisoner of war. 

Article 4. All warehouses, merchandise or property 
of whatever kind belonging to a subject of England 
shall be regarded as a lawful prize. 

Article 5. Trade in English goods is prohibited, and 
all goods belonging to a subject of England, or coming 
from her factories or colonies, are declared a lawful 
prize. 

Article 6. Half the product of the confiscation of 
goods and property declared a lawful prize by the 
preceding articles shall be used to indemnify the 


merchants for the losses they have experienced by 
the capture of merchant vessels taken by English 
cruisers. 

Article 7. No vessel coming directly from England 
or from the English colonies, or having visited there 
since the publication of the present decree, shall be re- 
ceived in any port. 

Article 8. Any vessel which, by means of a false 
declaration, contravenes the above provisions shall be 
seized; and the vessel and cargo shall be confiscated as 
if it were English property. 

Article 9. Our Court of Prizes in Paris is charged 
with the final judgment in all disputes which may arise 
in Our Empire or in the countries occupied by the 
French army relating to the execution of the present 
decree. Our Court of Prizes in Milan is charged with 
the final judgment in the said disputes which may arise 
within the territory of Our Kingdom of Italy. 

Article 10. The present decree shall be communi- 
cated by Our minister of foreign affairs to the King 
of Spain, Naples, Holland and Etruria, and to Our 
other allies whose subjects, like Ours, are the victims 
of the injustice and the barbarity of English maritime 
legislation. 

Article 11. Our ministers of foreign affairs, war, the 
navy, finance and the police, and Our directors of the 
port office are charged, each with that which concerns 
him, with the execution of the present decree. 


Source: University of Washington Faculty Web Server, 
http://faculty.washington.edu/jonas/Text/RomeProgram/ 
Readings/Bonaparte% 20Continental% 20System.pdf (ac- 
cessed April 2004). 


AN ACT FOR THE ABOLITION OF 
THE SLAVE TRADE (1807) 


Several factors led to the passage of this act of parliament 
that ended the slave trade. The French Revolution, a time 
during which slavery was temporarily suspended, spread the 
idea of equality among all humanity. A few wealthy and de- 
voted Englishmen who became active in Christian evange- 
lism at the end of the eighteenth century, men such as William 
Wilberforce, Thomas Clarkson, Zachary Macauley, and Lord 
Henry Peter Brougham, led a movement to end the slave 
trade. Their efforts resulted in the passage of the following 
legislation in 1807. These men hoped that such an act would 
lead to the end of slavery within the empire. When that did 
not occur, they continued their campaign until slavery was 
completely abolished in 1833. Some scholars argue that the 
end of mercantilism and the shift to industrialization made 
slavery unprofitable and therefore Parliament agreed to end 
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the institution. Whatever the reason, the British ended the 
slave trade one year before it became illegal in the United 
States, which had specified 1808 as the end of the slave trade 
in its Constitution that was ratified in 1789. 


[25th March 1807.] 


I. ‘Whereas the Two Houses of Parliament did, by their 
Resolutions of the Tenth and Twenty-fourth days of 
June One Thousand eight hundred and six, severally 
resolve, upon certain Grounds therein mentioned, that 
they would, with all practicable Expedition, take effec- 
tual Measures for the Abolition of the African Slave 
Trade in such Manner, and at such Period as might be 
deemed advisable, And whereas it is fit upon all and 
each of the Grounds mentioned in the said Resolutions, 
that the same should be forthwith abolished and pro- 
hibited, and declared to be unlawful’; 


From May 1, 1807, the Slave trade shall be abolished. 


Penalty for trading in or purchasing Slaves, &c. 100£. 
for each Slave. 

Be it therefore enacted by the King’s most Excel- 
lent Majesty, by and with the Advice and Consent of 
the Lords Spiritual and Temporal, and Commons, in 
this present Parliament assembled, and by the Author- 
ity of the same, That from and after the First Day of 
May One thousand eight hundred and seven, the Afri- 
can Slave Trade, and all and all manner of dealing and 
trading in the Purchase, Sale, Barter, or Transfer of 
Slaves, or of Persons intended to be sold, transferred, 
used, or dealt with as Slaves, practiced or carried on, 
in, at, to or from any Part of the Coast or Countries of 
Africa, shall be, and the same is hereby utterly abol- 
ished, prohibited, and declared to be unlawful; and also 
that all and all manner of dealing, either by way of 
Purchase, Sale, Barter, or Transfer, or by means of any 
other Contract or Agreement whatever, relating to any 
Slaves, or to any Persons intended to be used or dealt 
with as Slaves, for the Purpose of such Slaves or Per- 
sons being removed or transported either immediately 
or by Transshipment at Sea or otherwise, directly or 
indirectly from Africa, or from any Island, Country, Ter- 
ritory, or Place whatever, in the West Indies, or in any 
other part of America, not being in the Dominion, Pos- 
session, or Occupation of His Majesty, to any other Is- 
land, Country, Territory, or Place what ever, is hereby 
in like Manner utterly abolished, prohibited, and de- 
clared to be unlawful; and if any of His Majesty’s Sub- 
jects, or any Person or Persons resident within this 
United Kingdom, or any of the Islands, Colonies, Do- 
minions, or Territories thereto belonging, or in His 
Majesties Occupation or Possession, shall from and af- 
ter the Day aforesaid, by him or themselves, or by his 
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or their Factors or Agents or otherwise howsoever, deal 
or trade in, purchase, sell, barter, or transfer, or con- 
tract or agree for the dealing or trading in, purchasing, 
selling, bartering, or transferring of any Slave or Slaves, 
or any Person or Persons intended to be sold, trans- 
ferred, used, or dealt with as a Slave or Slaves contrary 
to the Prohibitions of this Act, he or they so offending 
shall forfeit and pay for every such Offence the Sum 
of One hundred Pounds of lawful Money of Great Brit- 
ain for each and every Slave so purchased, sold, bar- 
tered, or transferred, or contracted or agreed for as 
aforesaid, the One Moiety thereof to the Use of His 
Majesty, His Heirs and Successors, and the other Moi- 
ety to the Use of any Person who shall inform, sue, and 
prosecute for the same. 


Vessels fitted out in this Kingdom or the Colonies, &c. 
for carrying on the Slave Trade shall be forfeited. 


II. And be it further enacted, that from and after the 
said First Day of May One thousand eight hundred and 
seven, it shall be unlawful for any of His Majesty’s 
Subjects, or any Person or Persons resident within this 
United Kingdom, or any of the Islands, Colonies, Do- 
minions, or Territories thereto belonging, or in His 
Majesty’s Possession or Occupation, to fit out, man, or 
navigate, or to procure to be fitted out, manned, or 
navigated, or to be concerned in the fitting out, man- 
ning, or navigating, or in the procuring to be fitted out, 
manned, or navigated, any Ship or Vessel for the Pur- 
pose of assisting in, or being employed in the carrying 
on of the African Slave Trade, or in any other the Deal- 
ing, Trading, or Concerns hereby prohibited and de- 
clared to be unlawful, and every Ship or Vessel which 
shall, from and after the Day aforesaid, be fitted out, 
manned, navigated, used, or employed by any such 
Subject or Subjects, Person or Persons, or on his or their 
Account, or by his or their Assistance or Procurement 
for any of the Purposes aforesaid, and by this Act pro- 
hibited, together with all her Boats, Guns, Tackle, Ap- 
parel, and Furniture, shall become forfeited, and may 
and shall be seized and prosecuted as herein-after is 
mentioned and provided. 


Persons prohibited from carrying as Slaves Inhabitants 
of Africa, the West Indies, or America, from one Place 


to another, or being concerned in receiving them &c. 


Vessels employed in such Removal, &c. to be forfeited, 
as also the Property in the Slaves. 


Owners, &c. so employed to forfeit 100£. for each Slave. 


I. And be it further enacted, That from and after the 
said First Day of May, One thousand eight hundred 
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and seven, it shall be unlawful for any of His Majesty’s 
Subjects, or any Person or persons, resident in this 
United Kingdom, or in any of the Colonies, Territories, 
or Dominions thereunto belonging or in His Majesty’s 
Possession or Occupation, to carry away or remove, or 
knowingly and willfully to procure, aid, or assist in the 
carrying away or removing, as Slaves, or for the pur- 
pose of being sold, transferred, used, or dealt with as 
Slaves, any of the Subjects or Inhabitants of Africa, or 
any Island, Country, Territory, or Place in the West 
Indies, or any part of America whatsoever, not being in 
the Dominion, Possession, or Occupation of his Maj- 
esty, either immediately or by Transshipment at Sea or 
otherwise, directly or indirectly from Africa or from any 
such Island, Country, Territory, or Place as aforesaid, 
to any other Island, Country, Territory, or Place what- 
ever, and that it shall also be unlawful for any of His 
Majesty’s Subjects, or any Person or Persons resident 
in this United Kingdom, or in any of the Colonies, Ter- 
ritories, or Dominions thereunto belonging, or in His 
Majesty’s Possession or Occupation, knowingly and 
willfully to receive, detain, or confine on board, or to 
be aiding, assisting, or concerned in the receiving, de- 
taining, or confining on board of any Ship or Vessel 
whatever, any such Subject or Inhabitant as aforesaid, 
for the Purpose of his or her being so carried away or 
removed as aforesaid, or of his or her being sold, trans- 
ferred used, or dealt with as a Slave, in any Place or 
Country whatever; and if any Subject or Inhabitant, 
Subjects or Inhabitants of Africa, or of any Island, Coun- 
try, Territory, or Place in the West Indies or America, not 
being in the Dominion, Possession, or Occupation of 
His Majesty, shall from and after the Day aforesaid, be 
so unlawfully carried away or removed, detained, con- 
fined, transshipped, or received on board of any Ship 
or Vessel belonging in the Whole or in Part to, or em- 
ployed by any Subject of His Majesty, or Person resid- 
ing in His Majesty’s Dominions or Colonies, or any 
Territory belonging to or in the Occupation of His Maj- 
esty, for any of the unlawful Purposes aforesaid, con- 
trary to the Force and Effect, true Intent and Meaning 
of the Prohibitions in this Act contained, every such 
Ship or Vessel in which any such Person or Persons shall 
be so unlawfully carried away or removed, detained, 
confined, transshipped, or received on board for any 
of the said unlawful Purposes, together with all her 
Boats, Guns, Tackle, Apparel, and Furniture, shall be 
forfeited, and all Property or pretended Property in any 
Slaves or Natives of Africa so unlawfully carried away 
or removed, detained, confined, transshipped or re- 
ceived on board, shall also be forfeited, and the same 
respectively shall and may be seized and prosecuted 
as herein-after is mentioned and provided; and every 
Subject of His Majesty, or Person resident within this 
United Kingdom, or any of the Islands, Colonies, Do- 
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minions, or Territories thereto belonging, or in His 
Majesty’s Possession or Occupation who shall, as 
Owner, Part Owner, Freighter or Shipper, Factor or 
Agent, Captain, Mate, Supercargo, or Surgeon, so un- 
lawfully carry away or remove, detain, confine, trans- 
ship, or receive on board, or be aiding or assisting in 
the carrying away, removing, detaining, confining, 
transshipping, or receiving on board, for any of the 
unlawful Purposes aforesaid, any such Subject or In- 
habitant of Africa, or of any Island, Country, Territory, 
or Place, not being in the Dominion, Possession, or 
Occupation of His Majesty, shall forfeit and pay for each 
and every Slave or Person so unlawful carried away, 
removed, detained, confined, transshipped, or received 
on board, the Sum of One hundred Pounds of lawful 
Money of Great Britain, One Moiety thereof to the Use 
of His Majesty, and the other Moiety to the Use of any 
Person who shall inform, sue, and prosecute for the 
same. 


Subjects of Africa, &c. unlawfully carried away and 
imported into any British Colony, &c. as Slaves, shall 
be forfeited to His Majesty. 


IV. And be it further enacted, That if any Subject or In- 
habitant, Subjects or Inhabitants of Africa, or of any Is- 
land, Country, Territory, or Place, not being in the 
Dominion, Possession, or Occupation of His Majesty, 
who shall, at any Time from and after the Day afore- 
said, have been unlawfully carried away or removed 
from Africa, or from any Island, Country, Territory, or 
Place, in the West Indies or America, not being in the 
Dominion, Possession, or Occupation of His Majesty, 
contrary to any of the Prohibitions or Provisions in this 
Act contained, shall be imported or brought into any 
Island, Colony, Plantation, or Territory, in the Domin- 
ion, Possession, or Occupation of His Majesty, and there 
sold or disposed of as a Slave or Slaves, or placed, de- 
tained, or kept in a State of Slavery, such Subject or 
Inhabitant, Subjects or Inhabitants, so unlawfully car- 
ried away, or removed and imported, shall and may 
be seized and prosecuted, as forfeited to His Majesty, 
by such Person or Persons, in such Courts, and in such 
Manner and Form, as any Goods or Merchandize un- 
lawfully imported into the same Island, Colony, Plan- 
tation, or Territory, may now be seized and prosecuted 
therein, by virtue of any Act or Acts of Parliament now 
in force for regulating the Navigation and Trade of his 
Majesty’s Colonies and Plantations, and shall and may, 
after his or their Condemnation, be disposed of in 
Manner herein-after mentioned and provided. 


Insurances on Transactions concerning the Slave Trade 
not lawful. Penalty 100£. and treble the Amount of the 
Premium. 
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V. And be it further enacted, That from and after the 
said First Day of May One Thousand eight hundred 
and seven, all Insurances whatsoever to be effected 
upon or in respect to any of the trading, dealing, car- 
rying, removing, transshipping, or other Transactions 
by this Act prohibited, shall be also prohibited and de- 
clared to be unlawful; and if any of His Majesty’s 
Subject’s, or any Person or Persons resident within this 
United Kingdom, or within any of the Islands, Colo- 
nies, Dominions, or Territories thereunto belonging, or 
in His Majesty’s Possession or Occupation, shall know- 
ingly and willfully subscribe, effect, or make, or cause 
or procure to be subscribed, effected, or made, any such 
unlawful Insurances or Insurance, he or they shall for- 
feit and pay for every such Offence the Sum of One 
hundred Pounds for every such Insurance, and also 
Treble the Amount paid or agreed to be paid as the Pre- 
mium of any such Insurance, the One Moiety thereof 
to the Use of His Majesty, His Heirs and Successors, 
and the other Moiety to the Use of any Person who 
shall inform, sue, and prosecute for the same. 


Act shall not affect the trading in Slaves, exported from 
Africa in Vessels cleared out from Great Britain on or 
before May 1, 1807, and landed in the West Indies by 
March 1, 1808, &c. 


VI. Provided always, That nothing herein contained 
shall extend, or be deemed or construed to extend, to 
prohibit or render unlawful the dealing or trading in 
the Purchase, Sale, Barter, or Transfer, or the carrying 
away or removing for the Purpose of being sold, trans- 
ferred, used, or dealt with as Slaves, or the detaining or 
confining for the Purpose of being so carried away or 
removed, of any Slaves which shall be exported, car- 
ried, or removed from Africa, in any Ship or Vessel which, 
on or before the said First Day of May One thousand 
eight hundred and seven, shall have been lawfully 
cleared out from Great Britain according to the Law now 
in force for regulating the carrying of Slaves from Af- 
rica, or to prohibit or render unlawful the manning or 
navigating any such Ship or Vessel, or to make void any 
Insurance thereon, so as the Slaves to be carried therein 
shall be finally landed in the West Indies on or before 
the First Day of March One thousand eight hundred and 
eight, unless prevented by Capture, the Loss of the Ves- 
sel, by the Appearance of an Enemy upon the Coast, or 
other unavoidable Necessity, the Proof whereof shall 
lie upon the Party charged; any Thing herein-before 
contained to the contrary notwithstanding. 


Slaves taken as Prize of War, or seized as Forfeitures, 
shall be condemned as prize, or forfeited to the King, 
for the Purpose of putting an End to their Slavery, and 
may be enlisted &c. 


OF THE SLAVE TRADE (1807) 1073 


VII. ‘And whereas it may happen, That during the 
present or future Wars, Ships or Vessels may be seized 
or detained as Prize, on board whereof Slaves or Na- 
tives of Africa, carried and detained as Slaves, being 
the Property of His Majesty’s Enemies, or otherwise 
liable to Condemnation as Prize of War, may be taken 
or found, and it is necessary to direct in what manner 
such Slaves or Natives of Africa shall be hereafter treated 
and disposed of: And whereas it is also necessary to 
direct and provide for the Treatment and Disposal of 
any Slaves or Natives of Africa carried, removed, treated 
or dealt with as Slaves, who shall be unlawfully car- 
ried away or removed contrary to the Prohibitions 
aforesaid, or any of them, and shall be afterwards found 
on board any Ship or Vessel liable to Seizure under this 
Act, or any other Act of Parliament made for restrain- 
ing or prohibiting the African Slave Trade, or shall be 
elsewhere lawfully seized as forfeited under this or any 
other such Act of Parliament as aforesaid; and it is ex- 
pedient to encourage the Captors, Seizors, and Pros- 
ecutors thereof;’ Be it therefore further enacted, That 
all Slaves and all Natives of Africa, treated, dealt with, 
carried, kept, or detained as Slaves which shall at any 
Time from and after the said First Day of May next be 
seized or taken as Prize of War, or liable to Forfeiture, 
under this or any other Act of Parliament made for re- 
straining or prohibiting the African Slave Trade, shall 
and may, for the Purposes only of Seizure, Prosecu- 
tion, and Condemnation as Prize or as Forfeitures, be 
considered, treated, taken, and adjudged as Slaves and 
Property in the same manner as Negro Slaves have 
been heretofore considered, treated, taken, and ad- 
judged, when seized as Prize of War, or as forfeited for 
any Offence against the Laws of Trade and Navigation 
respectively, but the same shall be condemned as Prize 
of War, or as forfeited to the sole Use of His Majesty, 
His Heirs and Successors, for the Purpose only of di- 
vesting and bearing all other Property, Right, Title, or 
Interest whatever, which before existed, or might af- 
terwards be set up or claimed in or to such Slaves or 
Natives of Africa so seized, prosecuted, and con- 
demned; and the same nevertheless shall in no case be 
liable to be sold, disposed of, treated or dealt with as 
Slaves, by or on the Part of His Majesty, His Heirs or 
Successors, or by or on the Part of any Person or Per- 
sons claiming or to claim from, by, or under His Maj- 
esty, His Heirs and Successors, or under or by force of 
any such Sentence or Condemnation: Provided always, 
that it shall be lawful for His Majesty, His Heirs and 
Successors, and such Officers, Civil or Military, as shall, 
by any general or special Order of the King in Council, 
be from Time to Time appointed and empowered to 
receive, protect, and provide for such Natives of Africa 
as shall be so condemned, either to enter and enlist the 
same, or any of them, into His Majesty’s Land or Sea 
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Service, as Soldiers, Seamen, or Marines, or to bind the 
same, or any of them, whether of full Age or not, as 
Apprentices, for any Term not exceeding Fourteen 
Years, to such Person or Persons, in such Place or Places, 
and upon such Terms and Conditions, and subject to 
such Regulations, as to His Majesty shall seem meet, 
and shall by any general of special Order of His Maj- 
esty in Council be in that Behalf directed and ap- 
pointed; and any Indenture of Apprenticeship duly 
made and executed, by any Person or Person to be for 
the Purpose appointed by any such Order in Council, 
for any Term not exceeding Fourteen Years, shall be of 
the same Force and Effect as if the party thereby bound 
as an Apprentice had himself or herself, when of full 
Age upon good Consideration, duly executed the same; 
and every such Native of Africa who shall be so en- 
listed or entered as aforesaid into any of His Majesty’s 
Land or Sea Forces as a Soldier, Seaman, or Marine, 
shall be considered, treated, and dealt with in all Re- 
spects as if he had voluntarily so enlisted or entered 
himself. 


Certain Bounties shall be paid for such Slaves to the 
Captors as Head Money is paid under 45 G.3. c.72. § 5. 


VIII. Provided also, and be it further enacted, That 
where any Slaves or Natives of Africa, taken as Prize of 
War by any of His Majesty’s Ships of War, or Privateers 
duly commissioned, shall be finally condemned as such 
to His Majesty’s Use as aforesaid, there shall be paid to 
the Captors thereof by the Treasurer of His Majesty’s 
Navy, in like Manner as the Bounty called Head Money 
is now paid by virtue of an Act of Parliament, made in 
the Forty-fifth Year of His Majesty’s Reign, intituled, 
An Act for the Encouragement of Seamen, and for the better 
and more effectually manning His Majesty’s Navy during 
the present War, such Bounty as His Majesty, His Heirs 
and Successors, shall have directed by any Order in 
Council, so as the same shall not exceed the Sum of 
Forty Pounds lawful Money of Great Britain for every 
Man, or Thirty Pounds of like Money for every Woman, 
or Ten Pounds of like Money for every Child or Person 
not above Fourteen Years old, that shall be so taken 
and condemned, and shall be delivered over in good 
Health to the proper Officer or Officers, Civil or Mili- 
tary, so appointed as aforesaid to receive, protect, and 
provide for the same; which Bounties shall be divided 
amongst the Officers, Seamen, Marines, and Soldiers 
on Board His Majesty’s Ships of War, or hired armed 
Ships, in Manner, Form, and Proportion, as by His 
Majesty’s Proclamation for granting the Distribution 
of Prizes already issued, or to be issued for the Pur- 
pose is or shall be directed and appointed, and amongst 
the Owners, Officers, and Seamen of any private Ship 
or Vessel of War, in such Manner and Proportion as, by 


AN ACT FOR THE ABOLITION OF THE SLAVE TRADE 


(1807) 


an Agreement in Writing that they shall have entered 
into for that Purpose, shall be directed. 


Certificates to entitle to Bounty. 


IX. Provided always, and be it further enacted, That in 
order to entitle the Captors to receive the said Bounty 
Money, the Numbers of Men, Women, and Children, 
so taken, condemned, and delivered over, shall be 
proved to the Commissioners of His Majesty’s Navy, 
by producing, instead of the Oaths and Certificates 
prescribed by the said Act as to Head Money, a Copy, 
duly certified, of the Sentence or Decree of Condem- 
nation, whereby the Numbers of Men, Women, and 
Children, so taken and condemned, shall appear to 
have been distinctly proved; and also, by producing a 
Certificate under the Hand of the said Officer or Offic- 
ers, Military or Civil, so appointed as aforesaid, and to 
whom the same shall have been delivered, acknowl- 
edging that he or they hath or have received the same, 
to be disposed of according to His Majesty’s Instruc- 
tions and Regulations as aforesaid. 


Claim to Bounty shall be determined by the Judge of 
Admiralty. 


X. Provided also, and be it further enacted, That in any 
Cases in which Doubts shall arise whether the party or 
parties claiming such Bounty Money is or are entitled 
thereto, the same shall be summarily determined by 
the Judge of the High Court of Admiralty, or by the 
Judge of any Court of Admiralty in which the Prize shall 
have been adjudged, subject nevertheless to an Appeal 
to the Lord Commissioners of Appeals in Prize Causes. 


On Condemnation of Forfeitures of Slaves for Offences 
against this Act, these shall be paid to the Prosecutor 
13£. for a Man, 10£. for a Woman, and 3£. for a Child 
&e. 


XI. Provided also, and be it further enacted, That on 
the Condemnation to the Use of his Majesty, His Heirs 
and Successors, in Manner aforesaid, of any Slaves or 
Natives of Africa, seized and prosecuted as forfeited for 
any Offence against this Act, or any other Act of Parlia- 
ment made for the restraining or prohibiting the Afri- 
can Slave Trade (except in the Case of Seizures made at 
Sea by the Commanders or Officers of His Majesty’s 
Ships or Vessels or War) there shall be paid to and to 
the Use of the Person who shall have sued, informed, 
and prosecuted the same to Condemnation, the Sums 
of Thirteen Pounds lawful Money aforesaid for every 
Man, of Ten Pounds like Money for every Woman, and 
of Three Pounds like Money for every Child or person 
under the Age of Fourteen Years, that shall be so con- 
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demned and delivered over in good Health to the said 
Civil or Military Officer so to be appointed to receive, 
protect, and provide for the same, and also the like 
Sums to and to the Use of the Governor or Commander 
in Chief of any Colony or Plantation wherein such Sei- 
zure shall have been made; but in Cases of any such 
Seizures made at Sea by the Commanders or Officers 
of His Majesty’s Ships or Vessels of War, for Forfeiture 
under this Act, or any other Act of Parliament made 
for the restraining or prohibiting the African Slave 
Trade, there shall be paid to the Commander of Officer 
who shall so seize, inform, and prosecute for every man 
so condemned and delivered over, the Sum of Twenty 
Pounds like Money, for every Woman the Sum of Fif- 
teen Pounds like Money, and for every Child or per- 
son under the Age of Fourteen Years the Sum of Five 
Pounds like Money, subject nevertheless to such Dis- 
tribution of the said Bounties or Rewards for the said 
Seizures made at Sea as His Majesty, His Heirs and 
Successors, shall think fit to order and direct by any 
other Order of Council made for that Purpose; for all 
which Payments so to be made as Bounties or Rewards 
upon Seizures and Prosecutions for Offences against 
this Act, or any other Act of Parliament made for re- 
straining the African Slave Trade, the Officer or Offic- 
ers, Civil or Military, so to be appointed as aforesaid to 
receive, protect, and provide for such Slaves or Natives 
of Africa so to be condemned and delivered over, shall, 
after the Condemnation and Receipt thereof as afore- 
said, grant Certificates in favour of the Governor and 
Party seizing, informing, and prosecuting as aforesaid 
respectively, or the latter alone (as the Case may be) 
addressed to the Lords Commissioners of his Majesty’s 
Treasury; who, upon the Production to them of any 
such Certificate, and of an authentic Copy, duly certi- 
fied, of the Sentence of Condemnation of the said Slaves 
or Africans to His Majesty’s Use as aforesaid, and also 
of a Receipt under the Hand of such Officer or Officers 
so appointed as aforesaid, specifying that such Slaves 
or Africans have by him or them been received in good 
Health as aforesaid, shall direct Payment to be made 
from and out of the Consolidated Fund of Great Britain 
of the Amount of the Monies specified in such Certifi- 
cate, to the lawful Holders of the same, or the Persons 
entitled to the Benefit thereof respectively. 


Counterfeiting Certificates Felony without Clergy. 


XII. And be it further enacted, That if any Person shall 
willfully and fraudulently forge or counterfeit any such 
Certificate, Copy of Sentence of Condemnation, or 
Receipt as aforesaid, or any Part thereof, or shall know- 
ingly and willfully utter or publish the same, knowing 
it to be forged or counterfeited, with Intent to defraud 
His Majesty, His Heirs and Successors, or any other 
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Person or Persons whatever, the Party so offending 
shall, on Conviction, suffer Death as in Cases of Felony, 
without Benefit of Clergy. 


Recovery and Application of Penalties and Forfeitures. 
4G.3. C15. 


XIII. And be it further enacted, That the several Pecu- 
niary Penalties or Forfeitures imposed and inflicted by 
this Act, shall and may be sued for, prosecuted, and 
recovered in any Court of Record in Great Britain, or in 
any Court of Record or Vice Admiralty in any Part of 
His Majesty’s Dominions wherein the Offence was 
committed, or where the Offender may be found after 
the Commission of such Offence; and that in all Cases 
of Seizure of any Ships, Vessels, Slaves or pretended 
Slaves, Goods or Effects, for any Forfeiture under this 
Act, the same shall and may respectively be sued for; 
prosecuted and recovered in any Court of Record in 
Great Britain or in any Court of Record or Vice Admi- 
ralty in any Part of His Majesty’s Dominions in or near- 
est to which such Seizures may be made, or to which 
such Ships or Vessels, Slaves or pretended Slaves, 
Goods or Effects (if seized at Sea or without the Limits 
of any British Jurisdiction) may most conveniently be 
carried for Trial, and all the said Penalties and Forfei- 
tures, whether pecuniary or specific (unless where it is 
expressly otherwise provided for by this Act) shall go 
and belong to such Person and Persons in such Shares 
and Proportions, and shall and may be sued for and 
prosecuted, tried, recovered, distributed, and applied 
in such and the like Manner and by the same Ways 
and Means, and subject to the same Rules and Direc- 
tions, as any Penalties or Forfeitures incurred in Great 
Britain, and in the British Colonies or Plantations in 
America respectively, by force of any Act of Parliament 
relating to the Trade and Revenues of the said British 
Colonies or Plantations in America, now go and belong 
to, and may now be sued for, prosecuted, tried, recov- 
ered, distributed and applied respectively in Great Brit- 
ain or in the said Colonies or Plantations respectively, 
under and by virtue of a certain Act of Parliament made 
in the Fourth Year of His present Majesty, intituled: An 
Act for granting certain Duties in the British Colonies and 
Plantations in America, for continuing, amending, and 
making perpetual an Act passed in the Sixth Year of the Reign 
of His late Majesty, King George the Second, intituled: ‘an 
Act for the better securing and encouraging the Trade of His 
Majesty's Sugar Colonies in America; for applying the Pro- 
duce of such Duties to arise by virtue of the said Act towards 
defraying the Expences of defending, protecting, and secur- 
ing the said Colonies and Plantations; for explaining an Act 
made in the Twenty-fifth Year of the Reign of King Charles 
the Second, intituled: “An Act for the Encouragement of the 
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Greenland and Eastland Trades, and for the better secur- 
ing the Plantation trade, and for altering and disallowing 
several Drawbacks on Exports from this Kingdom, and more 
effectively preventing the clandestine Conveyance of Goods 
to and from the said Colonies and Plantations, and improv- 
ing and securing the Trade between the same and Great 
Britain.” 


Seizures may be made by Officers of Customs or Ex- 
cise, or Navy. 


XIV. And be it further enacted, That all Ships and Ves- 
sels, Slaves or Natives of Africa, carried, conveyed, or 
dealt with as Slaves, and all other Goods and Effects 
that shall or may become forfeited for any Offence com- 
mitted against this Act, shall and may be seized by any 
Officer of His Majesty’s Customs or Excise, or by the 
Commanders or Officers of any of His Majesty’s Ships 
or Vessels of War, who, in making and prosecuting any 
such Seizures, shall have the Benefit of all the Provi- 
sions made by the said Act of the Fourth Year of His 
present Majesty, or any other Act of Parliament made 
for the Protection of Officers seizing and prosecuting 
for any Offence against the said Act, or any other Act 
of Parliament relating to the Trade and Revenues of 
the British Colonies or Plantations in America. 


Offences triable as if committed in Middlesex. 


XV. And be it further enacted, That all Offences com- 
mitted against this Act may be inquired of, tried, deter- 
mined, and dealt with as Misdemeanors, as if the same 
had been respectively committed within the Body of 
the County of Middlesex. 


His Majesty may make Regulations for Disposal of 
Negroes after their Apprenticeship. 


XVI. Provided also, and be it further enacted, That it 
shall and may be lawful for his Majesty in Council, from 
Time to Time to make such Orders and Regulations 
for the future Disposal and Support of such Negroes 
as shall have been bound Apprentices under this Act, 
after the term of their Apprenticeship shall have ex- 
pired, as to His Majesty shall seem meet, and as may 
prevent such Negroes from becoming at any Time 
chargeable upon the Island in which they shall have 
been so bound Apprentices as aforesaid. 


Negroes enlisted as Soldiers not entitled to Pensions, 
&e. 


XVII. Provided always, and be it further enacted, That 
none of the Provisions of any Act as to enlisting for 
any limited Period of Service, or as to any Rules or 
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Regulations for the granting any Pensions or Allow- 
ances to any Soldiers discharged after certain Periods 
of Service, shall extend, or be deemed or construed in 
any Manner to extend, to any Negroes so enlisting and 
serving in any of His Majesty’s Forces. 


General Issue. 
Treble Costs. 


XVIIL And be it further enacted, That if any Action or 
Suit shall be commenced either in Great Britain or else- 
where, against any Person or Persons for any Thing 
done in pursuance of this Act, the Defendant or De- 
fendants in such Action or Suit may plead the General 
Issue, and give this Act and the Special Matter in Evi- 
dence at any Trial to be had thereupon, and that the 
same was done in pursuance and by the Authority of 
this Act; and if it shall appear so to have been done, 
the Jury shall find for the Defendant or Defendants; 
and if the Plaintiff shall be nonsuited or discontinue 
his Action after the Defendant or Defendants shall have 
appeared, or if Judgement shall be given upon any 
Verdict or Demurrer against the Plaintiff, the Defen- 
dant or Defendants shall recover Treble Costs and have 
the like Remedy for the same, as Defendants have in 
other Cases by Law. 


Source: “An Act for the Abolition of the Slave Trade,” 47 
Georgii III, Session 1, cap. 36, March 25, 1807, http:// 
home.planet.nl/~pbdavis/Legis_06.htm (accessed January 
2002). 


MILAN DECREE (1807) 


Issued by Napoléon Bonaparte on December 17, 1807, the 
Milan Decree criticized the British government's claim that 
the flag of a neutral country did not extend to the cargo car- 
ried on its ships and that England could arbitrarily tax such 
cargoes. Napoléon declared that any neutral vessel that had 
paid such taxes to the British government had effectively 
ended its neutrality and was, therefore, a lawful prize for the 
French navy or its privateers. The primary nation affected 
by the act was the United States, which found itself in a no- 
win situation. 


Napoléon, emperor of the French, king of Italy, and 
protector of the Rhenish confederation. 

Observing the measures adopted by the British 
government, on the 11th November last, by which ves- 
sels belonging to powers neutral, friendly, or even al- 
lied to England are made liable, not only to be searched 
by English cruisers, but to be compulsorily detained in 
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England, and to have a tax laid on them of so much 
percent on the cargo, to be regulated by the British leg- 
islature. 

Observing that by these acts the British govern- 
ment denationalizes ships of every nation in Europe, 
that it is not competent for any government to detract 
from its own independence and rights . . . and that if, 
by an unpardonable weakness, which in the eyes of 
posterity would be an indelible stain, such a tyranny 
was allowed to be established into principles and con- 
secrated by usage, the English would avail themselves 
of it to assert it as a right, as they have availed them- 
selves of the tolerance of governments to establish the 
infamous principle, that the flag of a nation does not 
cover goods, and to have to their right of blockade an 
arbitrary extension, and which infringes on the sover- 
eignty of every state, we have decreed and do decree 
as follows: 


ARTICLE 1. Every ship, to whatever nation it may be- 
long, that shall have submitted to be searched by an 
English ship, or to a voyage to England, or shall have 
paid any tax whatsoever to the English government, is 
thereby and for that alone, declared to be denational- 
ized, to have forfeited the protection of its king, and to 
have become English property. 


ARTICLE 2. Whether the ships thus denationalized by 
the arbitrary measures of the English government, 
enter into our ports, or those of our allies, or whether 
they fall into the hands of our ships of war, or of our 
privateers, they are declared to be good and lawful 
prize. 


ARTICLE 3. The British islands are declared to be ina 
state of blockade, both by land and sea. Every ship, 
of whatever nation, or whatsoever the nature of its 
cargo, that sails from the ports of England; [as well 
as] those of the English colonies, and of the countries 
occupied by English troops, and proceeding to En- 
gland or to the English colonies, or to countries occu- 
pied by English troops, is good and lawful prize, as 
contrary to the present decree, and may be captured 
by our ships of war, or our privateers, and adjudged 
to the captor. 


ARTICLE 4. These measures, which are resorted to 
only in just retaliation of the barbarous system 
adopted by England, which assimilates its legislation 
to that of Algiers, shall cease to have any effect with 
respect to all nations who shall have the firmness to 
compel the English government to respect their flag. 
They shall continue to be rigourously in force so long 
as that government does not return to the principle 
of the law of nations, which regulates the relations of 
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civilized states in a state of war. The provisions of the 
present decree shall be abrogated and null, in fact, as 
soon as the English abide again by the principle of 
the law of nations, which are also the principles of 
justice and of honour. 

All our ministers are charged with the execution 
of the present decree, which shall be inserted in the 
bulletin of the laws. 


Source: State Papers and Public Documents of the United 
States, vol. 6, p. 74. 


CONTRACT BETWEEN THE ST. 
LOUIS MISSOURI FUR COMPANY 
AND THOMAS JAMES (1809) 


After the ratification of the treaty concerning the Louisiana 
Purchase, the area west of the Mississippi River was open to 
American fur traders. Companies were formed to capitalize 
on the fur trade. Contracts with individuals were negotiated 
to increase the amount of trade within the region. The fol- 
lowing is an example of such a contract. 


Articles of Contract and agreement, this Day entered 
into between Benjn Wilkinson Agent for the St. Louis 
Missouri fur Company of the one Part and Thomas 
James of the St. Louis District of the other part, Wit- 
nesseth, That the said Thomas James has this day en- 
gaged, promised and bound himself, and does by these 
presents engage, promise and bind himself to do and 
perform all and singular the services that may be re- 
quired of him by the said Company in the prosecution 
of a voyage from St. Louis to the Head Waters of the 
Missouri, or to other Places on the Waters of said River 
Missouri, and to obey do and perform all Duties and 
lawfull Commands required of him the said Thomas 
James by such Person or Persons as have the manage- 
ment or command of the embarkation or expedition 
up the said River, among which Duties and Lawful 
Commands the following are recited, to wit—that the 
said Thomas James is to present himself in proper Person 
at the town of St. Louis at such Periods as the Company 
may deem Proper ready and prepared to commence 
said Voyage—that he is to labor and assist in the trans- 
portation of baggage, loading and unloading of Boats, 
rowing, towing and all other things connected with or 
relating to the safe and secure passage of Men, Bag- 
gage, Merchandise or other things from the town of 
St. Louis to the Head Waters of the said River, that on 
his Arrival there he is to Labor in trapping, hunting 
and collecting Furs, meats, Peltries, and to the best of 
his abilities, skill and cunning, and is to remain with 
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said Company or to be removed by the said Company 
from place to place on the said Waters of the Missouri 
as may be deemed most to their advantage always in 
case of a removal to assist in transporting baggage, 
merchandise &c, and finally is bound to do and per- 
form all those things which men engaged under simi- 
lar Circumstances and with the same Views, are bound 
to do and perform, obeying and executing with 
promptness all Lawful and reasonable orders which 
may be given him by those Persons who command the 
expedition, and the said Benjn Wilkinson in the Name 
and on behalf of the St. Louis Missouri Fur Company 
does covenant with the said Thomas James as follows 
to wit—that the said Thomas James shall be furnished 
with four men and the necessary Equipment for him- 
self and four men for hunting and trapping and to al- 
low him as full compensation one equal fifth part of 
his and the four men’s hunt, this contract to continue 
for the term of three years, unless sooner discharged 
by the Company. 


All which the contracting Parties aforesaid promise to 
do and perform under the penalty of Five Hundred 
Dollars, if either party shall break this Contract. 


St. Louis March 29th 1809. 
Thomas James. 


Benjamin Wilkinson 
Agent for the said Company. 


Test 
Jno A. Graham. 


Source: A transcription of this contract was published in 
an appendix to Thomas James, James, Thomas, 1782-1847: 
Three Years among the Indians and Mexicans, ed. Walter B. Dou- 
glas (St. Louis: Missouri Historical Society, 1916). 


OBSERVATIONS ON THE EFFECTS 
OF THE CORN LAWS (1814) 
(EXCERPT) 


Thomas Robert Malthus published his observations on the ef- 
fect of the Corn Laws in England in response to the act passed 
by Parliament in 1814 that restricted the importation of grain 
into the British Isles. In this document, he argued the pros and 
cons of the Corn Laws and their effect on the price of food, 
initially siding with free traders. However, in 1815 he wrote 
another document, “Grounds of an Opinion,” that shifted his 
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beliefs in favor of protectionism, arguing that Great Britain 
should be self-sufficient as far as food was concerned. 


Observations on the Effects of the Corn Laws, and of a 
Rise or Fall in the Price of Corn on the Agriculture and 
General Wealth of the Country by the Rev. TR. Malthus, 
Professor of Political Economy at the East India Col- 
lege, Hertfordshire London Printed for J. Johnson and 
Co., St. Paul’s Church-Yard, 1814 


Observations on the Effects of the Corn Laws 


A revision of the corn laws, it is understood, is imme- 
diately to come under the consideration of the legisla- 
ture. That the decision on such a subject, should be 
founded on a correct and enlightened view of the 
whole question, will be allowed to be of the utmost 
importance, both with regard to the stability of the 
measures to be adopted, and the effects to be expected 
from them. 

For an attempt to contribute to the stock of infor- 
mation necessary to form such a decision, no apology 
can be necessary. It may seem indeed probable, that 
but little further light can be thrown on a subject, which, 
owing to the system adopted in this country, has been 
so frequently the topic of discussion; but, after the best 
consideration which I have been able to give it, lown, 
it appears to me, that some important considerations 
have been neglected on both sides of the question, and 
that the effects of the corn laws, and of a rise or fall in 
the price of corn, on the agriculture and general wealth 
of the state, have not yet been fully laid before the 
public. 

If this be true, I cannot help attributing it in some 
degree to the very peculiar argument brought forward 
by Dr Smith, in his discussion of the bounty upon the 
exportation of corn. Those who are conversant with 
the Wealth of nations, will be aware, that its great au- 
thor has, on this occasion, left entirely in the back- 
ground the broad, grand, and almost unanswerable 
arguments, which the general principles of political 
economy furnish in abundance against all systems of 
bounties and restrictions, and has only brought for- 
wards, in a prominent manner, one which, it is in- 
tended, should apply to corn alone. It is not surprising 
that so high an authority should have had the effect of 
attracting the attention of the advocates of each side of 
the question, in an especial manner, to this particular 
argument. Those who have maintained the same cause 
with Dr Smith, have treated it nearly in the same way; 
and, though they may have alluded to the other more 
general and legitimate arguments against bounties and 
restrictions, have almost universally seemed to place 
their chief reliance on the appropriate and particular 
argument relating to the nature of corn. 
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On the other hand, those who have taken the op- 
posite side of the question, if they have imagined that 
they had combated this particular argument with suc- 
cess, have been too apt to consider the point as deter- 
mined, without much reference to the more weighty 
and important arguments, which remained behind. 

Among the latter description of persons I must rank 
myself. I have always thought, and still think, that this 
peculiar argument of Dr Smith, is fundamentally erro- 
neous, and that it cannot be maintained without vio- 
lating the great principles of supply and demand, and 
contradicting the general spirit and scope of the rea- 
sonings, which pervade the Wealth of nations. 

But Iam most ready to confess, that, on a former 
occasion, when I considered the corn laws, my atten- 
tion was too much engrossed by this one peculiar view 
of the subject, to give the other arguments, which be- 
long to it, their due weight. 

Iam anxious to correct an error, of which I feel con- 
scious. It is not however my intention, on the present 
occasion, to express an opinion on the general ques- 
tion. I shall only endeavour to state, with the strictest 
impartiality, what appear to me to be the advantages 
and disadvantages of each system, in the actual circum- 
stances of our present situation, and what are the spe- 
cific consequences, which may be expected to result 
from the adoption of either. My main object is to assist 
in affording the materials for a just and enlightened 
decision; and, whatever that decision may be, to pre- 
vent disappointment, in the event of the effects of the 
measure not being such as were previously contem- 
plated. Nothing would tend so powerfully to bring the 
general principles of political economy into disrepute, 
and to prevent their spreading, as their being sup- 
ported upon any occasion by reasoning, which con- 
stant and unequivocal experience should afterwards 
prove to be fallacious. 

We must begin, therefore, by an inquiry into the 
truth of Dr Smith’s argument, as we cannot with pro- 
priety proceed to the main question, till this prelimi- 
nary point is settled. 

The substance of his argument is, that corn is of so 
peculiar a nature, that its real price cannot be raised by 
an increase of its money price; and that, as it is clearly 
an increase of real price alone which can encourage its 
production, the rise of money price, occasioned by a 
bounty, can have no such effect. 

It is by no means intended to deny the powerful 
influence of the price of corn upon the price of labour, 
on an average of a considerable number of years; but 
that this influence is not such as to prevent the move- 
ment of capital to, or from the land, which is the pre- 
cise point in question, will be made sufficiently evident 
by a short inquiry into the manner in which labour is 
paid and brought into the market, and by a consider- 
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ation of the consequences to which the assumption of 
Dr Smith’s proposition would inevitably lead. 

In the first place, if we inquire into the expendi- 
ture of the labouring classes of society, we shall find, 
that it by no means consists wholly in food, and still 
less, of course, in mere bread or grain. In looking over 
that mine of information, for everything relating to 
prices and labour, Sir Frederick Morton Eden’s work 
on the poor, I find, that in a labourer’s family of about 
an average size, the articles of house rent, fuel, soap, 
candles, tea, sugar, and clothing, are generally equal to 
the articles of bread or meal. On a very rough estimate, 
the whole may be divided into five parts, of which two 
consist of meal or bread, two of the articles above men- 
tioned, and one of meat, milk, butter, cheese, and po- 
tatoes. These divisions are, of course, subject to 
considerable variations, arising from the number of the 
family, and the amount of the earnings. But if they 
merely approximate towards the truth, a rise in the 
price of corn must be both slow and partial in its ef- 
fects upon labour. Meat, milk, butter, cheese, and pota- 
toes are slowly affected by the price of corn; house rent, 
bricks, stone, timber, fuel, soap, candles, and clothing, 
still more slowly; and, as far as some of them depend, 
in part or in the whole, upon foreign materials (as is 
the case with leather, linen, cottons, soap, and candles), 
they may be considered as independent of it; like the 
two remaining articles of tea and sugar, which are by 
no means unimportant in their amount. 

It is manifest therefore that the whole of the wages 
of labour can never rise and fall in proportion to the 
variations in the price of grain. And that the effect pro- 
duced by these variations, whatever may be its amount, 
must be very slow in its operation, is proved by the 
manner in which the supply of labour takes place; a 
point, which has been by no means sufficiently at- 
tended to. 

Every change in the prices of commodities, if left 
to find their natural level, is occasioned by some 
change, actual or expected, in the state of the demand 
or supply. The reason why the consumer pays a tax 
upon any manufactured commodity, or an advance in 
the price of any of its component parts, is because, if 
he cannot or will not pay this advance of price, the com- 
modity will not be supplied in the same quantity as 
before; and the next year there will only be such a pro- 
portion in the market, as is accommodated to the num- 
ber of persons who will consent to pay the tax. But, in 
the case of labour, the operation of withdrawing the 
commodity is much slower and more painful. Although 
the purchasers refuse to pay the advanced price, the 
same supply will necessarily remain in the market, not 
only the next year, but for some years to come. Conse- 
quently, if no increase take place in the demand, and 
the advanced price of provisions be not so great, as to 
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make it obvious that the labourer cannot support his 
family, it is probable, that he will continue to pay this 
advance, till a relaxation in the rate of the increase of 
population causes the market to be under-supplied 
with labour; and then, of course, the competition 
among the purchasers will raise the price above the 
proportion of the advance, in order to restore the sup- 
ply. In the same manner, if an advance in the price of 
labour has taken place during two or three years of 
great scarcity, itis probable that, on the return of plenty, 
the real recompense of labour will continue higher than 
the usual average, till a too rapid increase of popula- 
tion causes a competition among the labourers, and a 
consequent diminution of the price of labour below the 
usual rate. 

This account of the manner in which the price of 
corn may be expected to operate upon the price of 
labour, according to the laws which regulate the 
progress of population, evidently shows, that corn and 
labour rarely keep an even pace together; but must 
often be separated at a sufficient distance and for a 
sufficient time, to change the direction of capital. 

As a further confirmation of this truth, it may be 
useful to consider, secondly, the consequences to which 
the assumption of Dr Smith’s proposition would in- 
evitably lead. 

If we suppose, that the real price of corn is un- 
changeable, or not capable of experiencing a relative 
increase or decrease of value, compared with labour 
and other commodities, it will follow, that agriculture 
is at once excluded from the operation of that principle, 
so beautifully explained and illustrated by Dr Smith, 
by which capital flows from one employment to an- 
other, according to the various and necessarily fluctu- 
ating wants of society. It will follow, that the growth of 
corn has, at all times, and in all countries, proceeded 
with a uniform unvarying pace, occasioned only by the 
equable increase of agricultural capital, and can never 
have been accelerated, or retarded, by variations of 
demand. It will follow, that if a country happened to 
be either overstocked or understocked with corn, no 
motive of interest could exist for withdrawing capital 
from agriculture, in the one case, or adding to it in the 
other, and thus restoring the equilibrium between its 
different kinds of produce. But these consequences, 
which would incontestably follow from the doctrine, 
that the price of corn immediately and entirely regu- 
lates the prices of labour and of all other commodities, 
are so directly contrary to all experience, that the doc- 
trine itself cannot possibly be true; and we may be as- 
sured, that, whatever influence the price of corn may 
have upon other commodities, it is neither so immedi- 
ate nor so complete, as to make this kind of produce an 
exception to all others. 

That no such exception exists with regard to corn, 
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is implied in all the general reasonings of the Wealth 
of nations. Dr Smith evidently felt this; and wherever, 
in consequence, he does not shift the question from 
the exchangeable value of corn to its physical proper- 
ties, he speaks with an unusual want of precision, and 
qualifies his positions by the expressions much, and in 
any considerable degree. But it should be recollected, 
that, with these qualifications, the argument is brought 
forward expressly for the purpose of showing, that the 
rise of price, acknowledged to be occasioned by a 
bounty, on its first establishment, is nominal and not 
real. Now, what is meant to be distinctly asserted here 
is, that a rise of price occasioned by a bounty upon the 
exportation or restrictions upon the importation of 
corn, cannot be less real than a rise of price to the same 
amount, occasioned by a course of bad seasons, an in- 
crease of population, the rapid progress of commercial 
wealth, or any other natural cause; and that, if Dr 
Smith’s argument, with its qualifications, be valid for 
the purpose for which it is advanced, it applies equally 
to an increased price occasioned by a natural demand. 

Let us suppose, for instance, an increase in the 
demand and the price of corn, occasioned by an un- 
usually prosperous state of our manufactures and for- 
eign commerce; a fact which has frequently come 
within our own experience. According to the principles 
of supply and demand, and the general principles of 
the Wealth of nations, such an increase in the price of 
corn would give a decided stimulus to agriculture; and 
amore than usual quantity of capital would be laid out 
upon the land, as appears obviously to have been the 
case in this country during the last twenty years. Ac- 
cording to the peculiar argument of Dr Smith, how- 
ever, no such stimulus could have been given to 
agriculture. The rise in the price of corn would have 
been immediately followed by a proportionate rise in 
the price of labour and of all other commodities; and, 
though the farmer and landlord might have obtained, 
on an average, seventy five shillings a quarter for their 
corn, instead of sixty, yet the farmer would not have 
been enabled to cultivate better, nor the landlord to live 
better. And thus it would appear, that agriculture is 
beyond the operation of that principle, which distrib- 
utes the capital of a nation according to the varying 
profits of stock in different employments; and that no 
increase of price can, at any time or in any country, 
materially accelerate the growth of corn, or determine 
a greater quantity of capital to agriculture. 

The experience of every person, who sees what is 
going forward on the land, and the feelings and con- 
duct both of farmers and landlords, abundantly con- 
tradict this reasoning. 

Dr Smith was evidently led into this train of argu- 
ment, from his habit of considering labour as the stan- 
dard measure of value, and corn as the measure of 
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labour. But, that corn is a very inaccurate measure of 
labour, the history of our own country will amply dem- 
onstrate; where labour, compared with corn, will be 
found to have experienced very great and striking 
variations, not only from year to year, but from cen- 
tury to century; and for ten, twenty, and thirty years 
together; and that neither labour nor any other com- 
modity can be an accurate measure of real value in ex- 
change, is now considered as one of the most 
incontrovertible doctrines of political economy, and 
indeed follows, as a necessary consequence, from the 
very definition of value in exchange. But to allow that 
corn regulates the prices of all commodities, is at once 
to erect it into a standard measure of real value in ex- 
change; and we must either deny the truth of Dr 
Smith’s argument, or acknowledge, that what seems 
to be quite impossible is found to exist; and that a given 
quantity of corn, notwithstanding the fluctuations to 
which its supply and demand must be subject, and the 
fluctuations to which the supply and demand of all the 
other commodities with which it is compared must also 
be subject, will, on the average of a few years, at all 
times and in all countries, purchase the same quantity 
of labour and of the necessaries and conveniences of 
life. 

There are two obvious truths in political economy, 
which have not infrequently been the sources of error. 

It is undoubtedly true, that corn might be just as 
successfully cultivated, and as much capital might be 
laid out upon the land, at the price of twenty shillings 
a quarter, as at the price of one hundred shillings, pro- 
vided that every commodity, both at home and abroad, 
were precisely proportioned to the reduced scale. In 
the same manner as it is strictly true, that the industry 
and capital of a nation would be exactly the same (with 
the slight exception at least of plate), if, in every ex- 
change, both at home or abroad, one shilling only were 
used, where five are used now. 

But to infer, from these truths, that any natural or 
artificial causes, which should raise or lower the val- 
ues of corn or silver, might be considered as matters of 
indifference, would be an error of the most serious 
magnitude. Practically, no material change can take 
place in the value of either, without producing both 
lasting and temporary effects, which have a most pow- 
erful influence on the distribution of property, and on 
the demand and supply of particular commodities. The 
discovery of the mines of America, during the time that 
it raised the price of corn between three and four times, 
did not nearly so much as double the price of labour; 
and, while it permanently diminished the power of all 
fixed incomes, it gave a prodigious increase of power 
to all landlords and capitalists. In a similar manner, the 
fall in the price of corn, from whatever cause it took 
place, which occurred towards the middle of the last 
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century, accompanied as it was by arise, rather than a 
fall in the price of labour, must have given a great rela- 
tive check to the employment of capital upon the land, 
and a great relative stimulus to population; a state of 
things precisely calculated to produce the reaction af- 
terwards experienced, and to convert us from an ex- 
porting to an importing nation. 

It is by no means sufficient for Dr Smith’s argu- 
ment, that the price of corn should determine the price 
of labour under precisely the same circumstances of 
supply and demand. To make it applicable to his pur- 
pose, he must show, in addition, that a natural or arti- 
ficial rise in the price of corn, or in the value of silver, 
will make no alteration in the state of property, and in 
the supply and demand of corn and labour; a position 
which experience uniformly contradicts. 

Nothing then can be more evident both from 
theory and experience, than that the price of corn does 
not immediately and generally regulate the prices of 
labour and all other commodities; and that the real 
price of corn is capable of varying for periods of suffi- 
cient length to give a decided stimulus or discourage- 
ment to agriculture. It is, of course, only to a temporary 
encouragement or discouragement, that any commod- 
ity, where the competition is free, can be subjected. We 
may increase the capital employed either upon the land 
or in the cotton manufacture, but it is impossible per- 
manently to raise the profits of farmers or particular 
manufacturers above the level of other profits; and, 
after the influx of a certain quantity of capital, they will 
necessarily be equalized. Corn, in this respect, is sub- 
jected to the same laws as other commodities, and the 
difference between them is by no means so great as 
stated by Dr Smith. 

In discussing therefore the present question, we 
must lay aside the peculiar argument relating to the 
nature of corn; and allowing that it is possible to en- 
courage cultivation by corn laws, we must direct our 
chief attention to the question of the policy or impolicy 
of such a system. 

While our great commercial prosperity continues, 
it is scarcely possible that we should become again an 
exporting nation with regard to corn. The bounty has 
long been a dead letter; and will probably remain so. 
We may at present then confine our inquiry to the re- 
strictions upon the importation of foreign corn with a 
view to an independent supply. 

The determination of the question, respecting the 
policy or impolicy of continuing the corn laws, seems 
to depend upon the three following points. 

First, whether, upon the supposition of the most 
perfect freedom of importation and exportation, it is 
probable that Great Britain and Ireland would grow 
an independent supply of corn. 

Secondly, whether an independent supply, if it do 
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not come naturally is an object really desirable, and one 
which justifies the interference of the legislature. 

And, thirdly, if an independent supply be consid- 
ered as such an object, how far, and by what sacrifices, 
are restrictions upon importation adapted to attain the 
end in view. 

Of the first point, it may be observed, that it can- 
not, in the nature of things, be determined by general 
principles, but must depend upon the size, soil, facili- 
ties of culture, and demand for corn in the country in 
question. We know that it answers to almost all small 
well-peopled states, to import their corn; and there is 
every reason to suppose, that even a large landed na- 
tion, abounding in a manufacturing population, and 
having cultivated all its good soil, might find it cheaper 
to purchase a considerable part of its corn in other coun- 
tries, where the supply, compared with the demand, 
was more abundant. If the intercourse between the 
different parts of Europe were perfectly easy and per- 
fectly free, it would be by no means natural that one 
country should be employing a great capital in the cul- 
tivation of poor lands, while at no great distance, lands 
comparatively rich were lying very ill cultivated, from 
the want of an effectual demand. The progress of agri- 
cultural improvement ought naturally to proceed more 
equably. It is true indeed that the accumulation of capi- 
tal, skill, and population in particular districts, might 
give some facilities of culture not possessed by poorer 
nations; but such facilities could not be expected to 
make up for great differences in the quality of the soil 
and the expenses of cultivation. And it is impossible to 
conceive that under very great inequalities in the de- 
mand for corn in different countries, occasioned by a 
very great difference in the accumulation of mercan- 
tile and manufacturing capital and in the number of 
large towns, an equalization of price could take place, 
without the transfer of a part of the general supply of 
Europe, from places where the demand was compara- 
tively deficient, to those where it was comparatively 
excessive. 

According to Oddy’s European commerce, the 
Poles can afford to bring their corn to Danzig at thirty 
two shillings a quarter. The Baltic merchants are said 
to be of opinion that the price is not very different at 
present; and there can be little doubt, that if the corn 
growers in the neighbourhood of the Baltic could look 
forward to a permanently open market in the British 
ports, they would raise corn expressly for the purpose. 
The same observation is applicable to America; and 
under such circumstances it would answer to both 
countries, for many years to come, to afford us sup- 
plies of corn, in much larger quantities than we have 
ever yet received from them. 

During the five years from 1804 to 1808, both in- 
clusive, the bullion price of corn was about seventy five 
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shillings per quarter; yet, at this price, it answered to 
us better to import some portion of our supplies than 
to bring our land into such a state of cultivation as to 
grow our own consumption. We have already shown 
how slowly and partially the price of corn affects the 
price of labour and some of the other expenses of culti- 
vation. Is it credible then that if by the freedom of im- 
portation the prices of corn were equalized, and 
reduced to about forty five or fifty shillings a quarter, it 
could answer to us to go on improving our agriculture 
with our increasing population, or even to maintain 
our produce in its actual state? 

It is a great mistake to suppose that the effects of a 
fall in the price of corn on cultivation may be fully com- 
pensated by a diminution of rents. Rich land which 
yields a large net rent, may indeed be kept up in its 
actual state, notwithstanding a fall in the price of its 
produce: as a diminution of rent may be made entirely 
to compensate this fall and all the additional expenses 
that belong to a rich and highly taxed country. But in 
poor land, the fund of rent will often be found quite 
insufficient for this purpose. There is a good deal of 
land in this country of such a quality that the expenses 
of its cultivation, together with the outgoings of poor 
rates, tithes and taxes, will not allow the farmer to pay 
more than a fifth or sixth of the value of the whole pro- 
duce in the shape of rent. If we were to suppose the 
prices of grain to fall from seventy five shillings to fifty 
shillings the quarter, the whole of such a rent would 
be absorbed, even if the price of the whole produce of 
the farm did not fall in proportion to the price of grain, 
and making some allowance for a fall in the price of 
labour. The regular cultivation of such land for grain 
would of course be given up, and any sort of pasture, 
however scanty, would be more beneficial both to the 
landlord and farmer. 

But a diminution in the real price of corn is still 
more efficient, in preventing the future improvement 
of land, than in throwing land, which has been already 
improved, out of cultivation. In all progressive coun- 
tries, the average price of corn is never higher than 
what is necessary to continue the average increase of 
produce. And though, in much the greater part of the 
improved lands of most countries, there is what the 
French economists call a disposable produce, that is, a 
portion which might be taken away without interfer- 
ing with future production, yet, in reference to the 
whole of the actual produce and the rate at which it is 
increasing, there is no part of the price so disposable. 
In the employment of fresh capital upon the land to 
provide for the wants of an increasing population, 
whether this fresh capital be employed in bringing 
more land under the plough or in improving land al- 
ready in cultivation, the main question always depends 
upon the expected returns of this capital; and no part 
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of the gross profits can be diminished without dimin- 
ishing the motive to this mode of employing it. Every 
diminution of price not fully and immediately bal- 
anced by a proportionate fall in all the necessary ex- 
penses of a farm, every tax on the land, every tax on 
farming stock, every tax on the necessaries of farmers, 
will tell in the computation; and if, after all these out- 
goings are allowed for, the price of the produce will 
not leave a fair remuneration for the capital employed, 
according to the general rate of profits and a rent at 
least equal to the rent of the land in its former state, no 
sufficient motive can exist to undertake the projected 
improvement. 

It was a fatal mistake in the system of the Econo- 
mists to consider merely production and reproduction, 
and not the provision for an increasing population, to 
which their territorial tax would have raised the most 
formidable obstacles. 

On the whole then considering the present accu- 
mulation of manufacturing population in this country, 
compared with any other in Europe, the expenses at- 
tending enclosures, the price of labour and the weight 
of taxes, few things seem less probable, than that Great 
Britain should naturally grow an independent supply 
of corn; and nothing can be more certain, than that if 
the prices of wheat in Great Britain were reduced by 
free importation nearly to a level with those of America 
and the continent, and if our manufacturing prosper- 
ity were to continue increasing, it would incontestably 
answer to us to support a part of our present popula- 
tion on foreign corn, and nearly the whole probably of 
the increasing population, which we may naturally 
expect to take place in the course of the next twenty or 
twenty five years. 


Source: “The Avalon Project: The Corn Laws by TR. 
Malthus,” www. yale.edu/lawweb/avalon/econ/cornlaws.htm 
(accessed April 2004). 


DAVID RICARDO AND THE IRON 
LAW OF WAGES (1817) 


David Ricardo, an English banker and economist who was 
born in England in 1772, published several works, includ- 
ing The Principles of Political Economy and Taxation, 
which was printed in 1817. One of his theories contained in 
this work was his Iron Law of Wages. Ricardo argued that 
the wages of labor would always remain at, or near, the sub- 
sistence level. When wages improve, the labor population in- 
creases to the point where there are more laborers than jobs. 
At that point, a natural decrease in the birth rate will occur 
and the wages will fall. The cycle will then start over again. 
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Money, from its being a commodity obtained from a for- 
eign country, from its being the general medium of ex- 
change between all civilized countries, and from its being 
also distributed among those countries in proportions 
which are ever changing with every improvement in 
commerce and machinery, and with every increasing 
difficulty of obtaining food and necessaries for an in- 
creasing population, is subject to incessant variations. 
In stating the principles which regulate exchangeable 
value and price, we should carefully distinguish between 
those variations which belong to the commodity itself, 
and those which are occasioned by a variation in the 
medium in which value is estimated, or price expressed. 

A rise in wages, from an alteration in the value of 
money, produces a general effect on price, and for that 
reason it produces no real effect whatever on profits. 
On the contrary, a rise of wages, from the circumstance 
of the labourer being more liberally rewarded, or from 
a difficulty of procuring the necessaries on which wages 
are expended, does not, except in some instances, pro- 
duce the effect of raising price, but has a great effect in 
lowering profits. In the one case, no greater propor- 
tion of the annual labour of the country is devoted to 
the support of the labourers; in the other case, a larger 
portion is so devoted. 

Labour, like all other things which are purchased 
and sold, and which may be increased or diminished 
in quantity, has its natural and its market price. The 
natural price of labour is that price which is necessary 
to enable the labourers, one with another, to subsist 
and to perpetuate their race, without either increase 
or diminution. 

The power of the labourer to support himself, and 
the family which may be necessary to keep up the num- 
ber of labourers, does not depend on the quantity of 
money which he may receive for wages, but on the 
quantity of food, necessaries, and conveniences become 
essential to him from habit, which that money will 
purchase. The natural price of labour, therefore, de- 
pends on the price of the food, necessaries, and conve- 
niences required for the support of the labourer and 
his family. With a rise in the price of food and neces- 
saries, the natural price of labour will rise; with the fall 
in their price, the natural price of labour will fall. 

With the progress of society the natural price of 
labour has always a tendency to rise, because one of 
the principal commodities by which its natural price is 
regulated, has a tendency to become dearer, from the 
greater difficulty of producing it. As, however, the im- 
provements in agriculture, the discovery of new mar- 
kets, whence provisions may be imported, may for a 
time counteract the tendency to a rise in the price of 
necessaries, and may even occasion their natural price 
to fall, so will the same causes produce the correspon- 
dent effects on the natural price of labour. 
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The natural price of all commodities, excepting raw 
produce and labour, has a tendency to fall, in the 
progress of wealth and population; for though, on one 
hand, they are enhanced in real value, from the rise in 
the natural price of the raw material of which they are 
made, this is more than counterbalanced by the im- 
provements in machinery, by the better division and 
distribution of labour, and by the increasing skill, both 
in science and art, of the producers. 

The market price of labour is the price which is 
really paid for it, from the natural operation of the pro- 
portion of the supply to the demand; labour is dear 
when it is scarce, and cheap when it is plentiful. How- 
ever much the market price of labour may deviate from 
its natural price, it has, like commodities, a tendency 
to conform to it. 

It is when the market price of labour exceeds its 
natural price, that the condition of the labourer is flour- 
ishing and happy, that he has it in his power to com- 
mand a greater proportion of the necessaries and 
enjoyments of life, and therefore to rear a healthy and 
numerous family. When, however, by the encourage- 
ment which high wages give to the increase of popula- 
tion, the number of labourers is increased, wages again 
fall to their natural price, and indeed from a reaction 
sometimes fall below it. 

When the market price of labour is below its natu- 
ral price, the condition of the labourers is most 
wretched: then poverty deprives them of those com- 
forts which custom renders absolute necessaries. It is 
only after their privations have reduced their number, 
or the demand for labour has increased, that the mar- 
ket price of labour will rise to its natural price, and that 
the labourer will have the moderate comforts which 
the natural rate of wages will afford. 

Notwithstanding the tendency of wages to con- 
form to their natural rate, their market rate may, in an 
improving society, for an indefinite period, be con- 
stantly above it; for no sooner may the impulse, which 
an increased capital gives to anew demand for labour, 
be obeyed, than another increase of capital may pro- 
duce the same effect; and thus, if the increase of capi- 
tal be gradual and constant, the demand for labour may 
give a continued stimulus to an increase of people.... 

Thus, then, with every improvement of society, 
with every increase in its capital, the market wages of 
labour will rise; but the permanence of their rise will 
depend on the question, whether the natural price of 
labour has also risen; and this again will depend on 
the rise in the natural price of those necessaries on 
which the wages of labour are expended. ... 

As population increases, these necessaries will be 
constantly rising in price, because more labour will be 
necessary to produce them. If, then, the money wages 
of labour should fall, whilst every commodity on which 
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the wages of labour were expended rose, the labourer 
would be doubly affected, and would be soon totally 
deprived of subsistence. Instead, therefore, of the 
money wages of labour falling, they would rise; but they 
would not rise sufficiently to enable the labourer to 
purchase as many comforts and necessaries as he did 
before the rise in the price of those commodities. ... 

These, then, are the laws by which wages are regu- 
lated, and by which the happiness of far the greatest 
part of every community is governed. Like all other 
contracts, wages should be left to the fair and free com- 
petition of the market, and should never be controlled 
by the interference of the legislature. 

The clear and direct tendency of the poor laws is 
in direct opposition to these obvious principles: it is 
not, as the legislature benevolently intended, to amend 
the condition of the poor, but to deteriorate the condi- 
tion of both poor and rich; instead of making the poor 
rich, they are calculated to make the rich poor; and 
whilst the present laws are in force, it is quite in the 
natural order of things that the fund for the mainte- 
nance of the poor should progressively increase till it 
has absorbed all the net revenue of the country, or at 
least so much of it as the state shall leave to us, after 
satisfying its own never-failing demands for the pub- 
lic expenditure. 

This pernicious tendency of these laws is no longer 
a mystery, since it has been fully developed by the able 
hand of Mr. Malthus; and every friend to the poor must 
ardently wish for their abolition. 


Source: J.R. McCulloch, ed. The Works of David Ricardo (Lon- 
don: John Murray, 1881), 31, 50-58. 


TREATY OF NANJING (1842) 


In May 1839, the Chinese government had ordered the de- 
struction of thousands of British-owned casks of opium in 
compliance with a ban on the substance. The British, who 
had been forced to pay for Chinese goods with silver, realized 
that opium could be used as a cash crop, thereby reducing the 
trade deficit and the outflow of precious metal from their cof- 
fers. British merchants defied the official ban, leading to the 
First Opium War (1839-1842). British technological and na- 
val superiority resulted ina complete victory with harsh terms 
imposed on the Chinese. On August 29, 1842, the British 
and Chinese signed the Treaty of Nanjing, which formally 
ended the war. The treaty ceded control of Hong Kong to the 
British, which used the island as a base for the continuation 
of the opium trade into China. In 1843, the Chinese signed a 
separate treaty that granted British subjects the right of 
extraterritoriality—British subjects could henceforth only be 
tried in British courts under British law. 


HER MAJESTY the Queen of the United Kingdom of 
Great Britain and Ireland, and His Majesty the Emperor 
of China, being desirous of putting an end to the mis- 
understandings and consequent hostilities which have 
arisen between the two countries, have resolved to 
conclude a Treaty for that purpose.... 

Who, after having communicated to each other 
their respective Full Powers, and found them to be in 
good and due form, have agreed upon and concluded 
the following [selected] Articles: 


1. 

The Government of China having compelled the Brit- 
ish merchants trading at Canton to deal exclusively 
with certain Chinese merchants, called Hong mer- 
chants (or Co-Hong), who had been licensed by the 
Chinese Government for that purpose, the Emperor 
of China agrees to abolish that practice in future at all 
ports where British merchants may reside, and to per- 
mit them to carry on their mercantile transactions with 
whatever persons they please; and His Imperial Maj- 
esty further agrees to pay to the British Government 
the sum of 3,000,000 of dollars, on account of debts due 
to British subjects by some of the said Hong merchants 
(or Co-Hong), who have become insolvent, and who 
owe very large sums of money to subjects of Her 
Britannic Majesty. 

There shall henceforward be peace and friendship 
between Her Majesty the Queen of the United King- 
dom of Great Britain and Ireland and His Majesty the 
Emperor of China, and between their respective sub- 
jects, who shall enjoy full security and protection for 
their persons and property within the dominions of 
the other. 


IL. 

His Majesty the Emperor of China agrees, that British 
subjects, with their families and establishments, shall 
be allowed to reside, for the purposes of carrying on 
their mercantile pursuits, without molestation or re- 
straint, at the cities and towns of Canton, Amoy, 
Foochowfoo, Ningpo, and Shanghai; and Her Majesty 
the Queen of Great Britain, &c., will appoint Superin- 
tendents, or Consular officers, to reside at each of the 
above-named cities or towns, to be the medium of com- 
munication between the Chinese authorities and the 
said merchants, and to see that the just duties and other 
dues of the Chinese Government, as hereafter provided 
for, are duly discharged by Her Britannic Majesty’s 
subjects. 


Il. 

It being obviously necessary and desirable that British 
subjects should have some port whereat they may 
[maintain] and refit their ships when required, and 
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keep stores for that purpose, His Majesty the Emperor 
of China cedes to Her Majesty the Queen of Great Brit- 
ain, &c., the Island of Hong-Kong, to be possessed in 
perpetuity by Her Britannic Majesty, her heirs and suc- 
cessors, and to be governed by such laws and regula- 
tions as Her Majesty the Queen of Great Britain, &c., 
shall see fit to direct. 


IV. 

The Emperor of China agrees to pay the sum of 
6,000,000 of dollars, as the value of the opium which 
was delivered up at Canton in the month of March, 
1839, as a ransom for the lives of Her Britannic 
Majesty’s Superintendent and subjects, who had been 
imprisoned and threatened with death by the Chinese 
High Officers. 

And it is further stipulated, that interest, at the rate 
of 5 per cent. per annum, shall be paid by the Govern- 
ment of China on any portion of the above sums that 
are not punctually discharged at the periods fixed. 


V. 

The Government of China having compelled the Brit- 
ish merchants trading at Canton to deal exclusively 
with certain Chinese merchants, called Hong mer- 
chants (or Co-Hong) . . . the Emperor of China agrees 
to abolish that practice in future at all ports where Brit- 
ish merchants may reside, and to permit them to carry 
on their mercantile transactions with whatever persons 
they please; and His Imperial Majesty further agrees 
to pay to the British Government the sum of 3,000,000 
of dollars, on account of debts due to British subjects 
by some of the said Hong merchants, who have be- 
come insolvent, and who owe very large sums of 
money to subjects of Her Britannic Majesty. 


VI. 

The Government of Her Britannic Majesty having been 
obliged to send out an expedition to demand and ob- 
tain redress for the violent and unjust proceedings of 
the Chinese High Authorities towards Her Britannic 
Majesty’s officer and subjects, the Emperor of China 
agrees to pay the sum of 12,000,000 of dollars, on ac- 
count of the expenses incurred; and Her Britannic 
Majesty’s Plenipotentiary voluntarily agrees, on behalf 
of Her Majesty, to deduct from the said amount of 
12,000,000 of dollars, any sums which may have been 
received by Her Majesty’s combined forces, as ransom 
for cities and towns in China, subsequent to the Ist day 
of August, 1841. 


VIL. 

It is agreed, that the total amount of 21,000,000 of dol- 
lars, described in the 3 preceding Articles, shall be paid 
as follows: 
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6,000,000 immediately. 

6,000,000 in 1843; that is, 3,000,000 on or before the 
30th of the month of June, and 3,000,000 on or before 
the 31st of December. 

5,000,000 in 1844; that is, 2,500,000 on or before the 
30th of June, and 2,500,000 on or before the 31st of 
December. 

4,000,000 in 1845; that is, 2,000,000 on or before the 

30th of June, and 2,000,000 on or before the 31st of 
December. 
And it is further stipulated, that interest, at the rate of 
5 per cent per annum, shall be paid by the Govern- 
ment of China on any portion of the above sums that 
are not punctually discharged at the periods fixed. 


VIL. 

The Emperor of China agrees to release, uncondition- 
ally, all subjects of Her Britannic Majesty (whether na- 
tives of Europe or India), who may be in confinement 
at this moment in any part of the Chinese empire. 


Ix. 

The Emperor of China agrees to publish and promul- 
gate, under his Imperial sign manual and seal, a full 
and entire amnesty and act of indemnity to all sub- 
jects of China, on account of their having resided un- 
der, or having had dealings and intercourse with, or 
having entered the service of Her Britannic Majesty, 
or of Her Majesty’s officers; and His Imperial Maj- 
esty further engages to release all Chinese subjects 
who may be at this moment in confinement for simi- 
lar reasons. 


X. 

His Majesty the Emperor of China agrees to establish 
at all the ports which are, by the 2nd Article of this 
Treaty, to be thrown open for the resort of British mer- 
chants, a fair and regular tariff of export and import 
customs and other dues, which tariff shall be publicly 
notified and promulgated for general information; and 
the Emperor further engages, that when British mer- 
chandise shall have once paid at any of the said ports 
the regulated customs and dues, agreeable to the tariff 
to be hereafter fixed, such merchandise may be con- 
veyed by Chinese merchants to any province or city in 
the interior of the Empire of China, on paying a fur- 
ther amount as transit duties, which shall not exceed 
[see Declaration respecting Transit Duties below] on 
the tariff value of such goods. 


XI. 

It is agreed that Her Britannic Majesty’s Chief High 
Officer in China shall correspond with the Chinese 
High Officers, both at the capital and in the provinces, 
... ona footing of perfect equality. ... 


XIL. 

On the assent of the Emperor of China to this Treaty 
being received, and the discharge of the first instalment 
of money, Her Britannic Majesty’s forces will retire from 
Nanking and the Grand Canal, and will no longer 
molest or stop the trade of China. The military post at 
Chinhai will also be withdrawn, but the Islands of 
Koolangsoo, and that of Chusan, will continue to be 
held by Her Majesty’s forces until the money pay- 
ments, and the arrangements for opening the ports to 
British merchants, be completed. 


XIII. 

The ratification of this Treaty by Her Majesty the Queen 
of Great Britain, &c., and His Majesty the Emperor of 
China, shall be exchanged as soon as the great distance 
which separates England from China will admit; but 
in the meantime, counterpart copies of it, signed and 
sealed by the Plenipotentiaries on behalf of their re- 
spective Sovereigns, shall be mutually delivered, and 
all its provisions and arrangements shall take effect. 


Done at Nanking, and signed and sealed by the Pleni- 
potentiaries on board Her Britannic Majesty’s ship 
Cornwallis, this 29th day of August, 1842.... 


(L.S.) HENRY POTTINGER. 
[SIGNATURES OF THE THREE CHINESE 
PLENIPOTENTIARIES] 


DECLARATION respecting Transit Duties. 


Whereas by the Xth Article of the Treaty between Her 
Majesty the Queen of the United Kingdom of Great 
Britain and Ireland, and His Majesty the Emperor of 
China, concluded and signed on board Her Britannic 
Majesty’s ship Cornwallis, at Nanjing, on the 29th day 
of August, 1842... itis stipulated and agreed, that His 
Majesty the Emperor of China shall establish at all the 
ports which, by the 2nd Article of the said Treaty, are 
to be thrown open for the resort of British merchants, 
a fair and regular tariff of export and import customs 
and other dues, which tariff shall be publicly notified 
and promulgated for general information; and further, 
that when British merchandise shall have once paid, 
at any of the said ports, the regulated customs and dues, 
agreeable to the tariff to be hereafter fixed, such mer- 
chandise may be conveyed by Chinese merchants to 
any province or city in the interior of the Empire of 
China, on paying a further amount of duty as transit 
duty; 

And whereas the rate of transit duty to be so levied 
was not fixed by the said Treaty; Now, therefore, the 
undersigned Plenipotentiaries of Her Britannic Maj- 
esty, and of His Majesty the Emperor of China, do 
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hereby, on proceeding to the exchange of the Ratifica- 
tions of the said Treaty, agree and declare, that the fur- 
ther amount of duty to be so levied on British 
merchandise, as transit duty, shall not exceed the present 
rates, which are upon a moderate scale; and the Ratifi- 
cations of the said Treaty are exchanged subject to the 
express declaration and stipulation herein contained. 


In witness whereof the respective Plenipotentiaries 
have signed the present declaration, and have affixed 
thereto their respective seals. 


Done at Hong-Kong, the 26th day of June, 1843.... 


(L.S.) HENRY POTTINGER. 
[SEAL AND SIGNATURE OF THE CHINESE 
PLENIPOTENTIARY] 


Source: “The Treaty of Nanking,” http://web.jjay.cuny.edu/ 
jobrien/reference/ob24.html (accessed December 2003). 


AN ACT FOR THE MORE 
EFFECTUAL SUPPRESSION OF 
THE SLAVE TRADE (1843) 


Although the slave trade helped to ensure the success of the 
mercantile system, especially in regions that relied on sugar, 
tobacco, and cotton crops, the United States and Great Brit- 
ain legally ended the slave trade in 1808. In 1817 the British 
and the Spanish signed a treaty that ended the slave trade as 
well. The British patrolled the Atlantic from the coasts of 
Africa to the Caribbean and North America, often intercept- 
ing slave traders, who threw their captives overboard to es- 
cape detection. In 1843 the following act was passed to 
strengthen the suppression of the slave trade. 


5G.4 c.113. 


‘WHEREAS an Act was passed in the Fifth Year of the 
Reign of King George the Fourth, intituled An Act to 
amend and consolidate the Laws relating to the Aboli- 
tion of the Slave Trade, whereby it is enacted (among 
other things), that it shall not be lawful (except in such 
special Cases as are hereinafter mentioned) for any 
Persons to deal or trade in, purchase, sell, barter, or 
transfer, or to contract for the dealing or trading in, 
Purchase, Sale, Barter, or Transfer of Slaves or Persons 
intended to be dealt with as Slaves; or to carry away or 
remove, or to contract for the carrying away or remov- 
ing of Slaves or other Persons as or in order to their 
being dealt with as Slaves; or to import or bring, or to 
contract for the importing or bringing, into any Place 
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whatsoever, Slaves or other Persons as or in order to 
their being dealt with as Slaves; or to ship, tranship, 
embark, receive, detain, or confine on board, or to con- 
tract for the shipping, transhipping, embarking, receiv- 
ing, detaining, or confining on board of any Ship, 
Vessel, or Boat, Slaves or other Persons for the Purpose 
of their being carried away or removed as or in order 
to their being dealt with as Slaves; or to ship, tranship, 
embark, receive, detain, or confine on board, or to con- 
tract for the shipping, transhipping, embarking, receiv- 
ing, detaining, or confining on board, of any Ship, 
Vessel, or Boat, Slaves or other Persons for the Purpose 
of their being imported or brought into any Place what- 
soever as or in order to their being dealt with as Slaves; 
or to fit out, man, navigate, equip, despatch, use, em- 
ploy, let, or take to freight or on hire, or to contract for 
the fitting out, manning, navigating, equipping, des- 
patching, using, employing, letting, or taking to freight 
or on hire, any Ship, Vessel, or Boat, in order to accom- 
plish any of the Objects or the Contracts in relation to 
the Objects which Objects and Contracts have herein- 
before been declared unlawful; or to lend or advance, 
or become Security for the Loan or Advance, or to con- 
tract for the lending or advancing, or becoming Secu- 
rity for the Loan or Advance of Money, Goods, or Effects 
employed or to be employed in accomplishing any of 
the Objects or the Contracts in relation to the Objects 
which Objects and Contracts have herein-before been 
declared unlawful; or to become Guarantee or Secu- 
rity, or to contract for the becoming Guarantee or Se- 
curity, for Agents employed or to be employed in 
accomplishing any of the Objects or the Contracts in 
relation to the Objects which Objects and Contracts 
have herein-before been declared unlawful; or in any 
other Manner to engage or to contract to engage, di- 
rectly or indirectly, therein as a Partner, Agent, or oth- 
erwise; or to ship, tranship, lade, receive, or put on 
board, or to contract for the shipping, transhipping, 
lading, receiving, or putting on board of any Ship, Ves- 
sel, or Boat, Money, Goods, or Effects to be employed 
in accomplishing any of the Objects or the Contracts 
in relation to the Objects which Objects and Contracts 
have herein-before been declared unlawful; or to take 
the Charge or Command, or to navigate or enter and 
embark on board, or to contract for the taking the 
Charge or Command or for the navigating or entering 
and embarking on board, of any Ship, Vessel, or Boat, 
as Captain, Master, Mate, petty Officer, Surgeon, Su- 
percargo, Seaman, Marine, or Servant, or in any other 
Capacity, knowing that such Ship, Vessel, or Boat is 
actually employed, or is in the same Voyage, or upon 
the same Occasion, in respect of which they shall so 
take the Charge or Command, or navigate or enter and 
embark, or contract so to do as aforesaid, intended to 
be employed in accomplishing any of the Objects or 
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the Contracts in relation to the Objects which Objects 
and Contracts have herein-before been declared un- 
lawful; or to insure or to contract for the insuring of 
any Slaves, or any Property, or other Subject Matter 
engaged or employed or intended to be engaged or 
employed in accomplishing any of the Objects or the 
Contracts in relation to the Objects which Objects and 
Contracts have herein-before been declared unlawful: 
And whereas it is expedient that from and after the 
Commencement of this Act the Provisions of the said 
Act hereinbefore recited shall be deemed to apply to, 
and extend to render unlawful, and to prohibit the sev- 
eral Acts, Matters, and Things therein mentioned when 
committed by British Subjects in Foreign Countries and 
Settlements not belonging to the British Crown, in like 
Manner and to all Intents and Purposes as if the same 
were done or committed by such Persons within the 
British Dominions, Colonies, or Settlements; and it is 
expedient that further Provisions should be made for 
the more effectual Suppression of the Slave Trade, and 
of certain Practices tending to promote and encourage 
it’ The recited Act and this Act shall apply to all British 
Subjects wherever residing. 

Be it therefore enacted by the Queen’s most Excel- 
lent Majesty, by and with the Advice and Consent of 
the Lords Spiritual and Temporal, and Commons, in this 
present Parliament assembled, and by the Authority of 
the same, That all the Provisions of the said consolidated 
Slave Trade Act herein-before recited and of this present 
Act shall, from and after the coming into operation of 
this Act, be deemed to extend and apply to British Sub- 
jects wheresoever residing or being, and whether within 
the Dominions of the British Crown or of any Foreign 
Country; and all the several Matters and Things pro- 
hibited by the said consolidated Slave Trade Act or by 
this present Act, when committed by British Subjects, 
whether within the Dominions of the British Crown or 
in any Foreign Country, except only as is herein-after 
excepted, shall be deemed and taken to be Offences 
committed against the said several Acts respectively, and 
shall be dealt with and punished accordingly: Provided 
nevertheless, that nothing herein contained shall repeal 
or alter any of the Provisions of the said Act. 


What Persons are designated by the Term Slaves. 
3&4W.4. c.73. 


II. And be it declared and enacted, That all Persons 
holden in Servitude as Pledges for Debt, and commonly 
called “Pawns,” or by whatsoever other Name they may 
be called or known, shall, for the Purposes of the said 
consolidated Slave Trade Act, and of an Act passed in 
the Third and Fourth Years of the Reign of King Will- 
iam the Fourth, intituled An Act for the Abolition of 
Slavery throughout the British Colonies, for promot- 
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ing the Industry of the manumitted Slaves, and for 
compensating the Persons hitherto entitled to the Ser- 
vices of such Slaves, and of this present Act, be deemed 
and construed to be Slaves or Persons intended to be 
dealt with as Slaves. 


Trial of Offenders against the recited Act and 
this Act. 


9G.4. .31. 


III. ‘And whereas it is expedient to make further Provi- 
sion for the Trial and Punishment of Offenders;’ be it 
enacted, That all Offences against the consolidated 
Slave Trade Act or against this present Act, which shall 
be committed by British Subjects out of this United 
Kingdom, whether within the Dominions of the Brit- 
ish Crown or in any Foreign Country, or by Foreigners 
within the British Dominions, except in Places where 
the British Admiral has Jurisdiction, may be taken cog- 
nizance of, inquired into, tried, and determined, accord- 
ing to the Provisions of an Act passed in the Ninth Year 
of King George the Fourth, intituled An Act for con- 
solidating and amending the Statutes in England rela- 
tive to Offences against the Person. 


Evidence may be taken abroad, and transmitted to 
the Court of Queen’s Bench. 


13G.3. ¢.63. 


IV. ‘And whereas the Provisions heretofore made for the 
hearing and determining in England of Offences com- 
mitted against the Acts for the Abolition of the Slave Trade 
in Places out of this United Kingdom have been found 
ineffectual, by reason of the Difficulty of proving in this 
Kingdom Matters and Things done elsewhere;’ be it en- 
acted, That in all Cases of Indictment or Information laid 
or exhibited in the Court of Queen’s Bench for Misde- 
meanors or Offences committed against the said Acts or 
against this present Act in any Places out of the United 
Kingdom, and within any British Colony, Settlement, 
Plantation, or Territory, it shall and may be lawful for 
Her Majesty’s said Court, upon Motion to be made on 
behalf of the Prosecutor or Defendant, to award a Writ 
or Writs of Mandamus, requiring the Chief Justice or 
other chief judicial Officer in such Colony, Settlement, 
Plantation, or Territory, who are hereby respectively au- 
thorized and required accordingly to hold a Court, with 
all convenient Speed, for the Examination of Witnesses 
and receiving other Proofs concerning the Matters 
charged in such Indictments or Informations respectively, 
and in the meantime to cause public Notice to be given 
of the holding of such Courts, and Summonses to be is- 
sued for the Attendances of Witnesses and of Agents and 
Counsel of the Parties; and such Examination as afore- 
said shall be then and there openly and publicly taken 
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in the said Court viva voce, upon the respective Oaths 
of the Persons examined, and be reduced to Writing, and 
be sent to Her Majesty in Her Court of Queen’s Bench 
(in manner set forth and prescribed in an Act passed in 
the Thirteenth Year of George the Third, Chapter Sixty- 
three, intituled An Act for establishing certain Regula- 
tions for the better Management of the Affairs of the East 
India Company as well in India as in Europe); and such 
Depositions, being duly taken and returned according 
to the true Intent and Meaning of this Act, shall be al- 
lowed and read, and shall be deemed as good and com- 
petent Evidence as if such Witnesses had been present 
and sworn, and examined viva voce at any Trial for such 
Misdemeanors and Offences as aforesaid in Her 
Majesty’s said Court of Queen’s Bench, any Law or Us- 
age to the contrary thereof notwithstanding. 


In what Cases Slaves may be sold or transferred. 


V. Provided always, and be it enacted, That in all the 
Cases in which the holding or taking of Slaves shall not 
be prohibited by this or any other Act of Parliament, it 
shall be lawful to sell or transfer such Slaves, any thing 
in this or any other Act contained notwithstanding. 


Act not to extend to Persons obtaining Slaves by 
Inheritance, &c. 


VI. Provided always, and be it enacted, That nothing in 
this Act contained shall be taken to subject to any For- 
feiture, Punishment, or Penalty any Person for transfer- 
ring or receiving any Share in any Joint Stock Company 
established before the passing of this Act in respect of 
any Slave or Slaves in the Possession of such Company 
before such Time, or for selling any Slave or Slaves which 
were lawfully in his Possession at the Time of passing 
this Act, or which such Person shall or may have become 
possessed of or entitled unto bona fide prior to such Sale, 
by Inheritance, Devise, Bequest, Marriage, or otherwise 
by Operation of Law. 


Commencement of Act. 


VII. And be it enacted, That this Act shall be deemed 
and taken to be in force and to have effect from and 
after the First Day of November in the Year One thou- 
sand eight hundred and forty-three, and not before. 


Source: 6° & 7° Victoriae, cap. XCVIII. 


FRIEDRICH ENGELS ON 
PROTECTIVE TARIFFS OR FREE 
TRADE SYSTEM (1847) 


A German socialist and one of the founders of modern com- 
munism along with Karl Marx, Friedrich Engels wrote the 
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following article on free trade and protectionism in the news- 
paper Deutsche-Brusseler Zeitung on June 10, 1847. He 
argued that Germany's decision to adopt a protective tariff 
through the creation of a customs union helped the bour- 
geoisie to throw off the rule of feudalism but that it did not 
benefit the working class since it only replaced one group 
in power with another. Under the system of free trade and 
protectionism, the laborers continued to receive only enough 
wages to barely survive. He claimed that the working class 
must overthrow the bourgeoisie before their lives would 
improve. 


From the instant that lack of money and credit forced 
the King of Prussia to issue the Letters Patent of Febru- 
ary 3 no reasonable person could doubt any longer that 
the absolute monarchy in Germany and the “Christian- 
Germanic” management as it has hitherto existed, also 
known under the name of “paternal government,” had, 
in spite of all bristling resistance and sabre-rattling 
speeches from the throne, abdicated for ever. The day 
had now dawned from which the bourgeoisie in Ger- 
many can date its rule. The Letters Patent themselves 
are nothing but an acknowledgment, though still 
wrapped in a great deal of Potsdam mist and fog, of 
the power of the bourgeoisie. A good deal of this mist 
and fog has already been blown away by a little weak 
puffing from the United Diet, and very soon the whole 
Christian-Germanic misty phantom will be dissolved 
into its nothingness. 

But as soon as the rule of the middle classes be- 
gan, the first demand to be made was bound to be that 
the whole trade policy of Germany, or of the Customs 
Union, should be wrested from the incompetent hands 
of German princes, their ministers, and arrogant, but 
in commercial and industrial matters utterly unimagi- 
native and ignorant bureaucrats, and be made depen- 
dent upon and decided by those who possess both the 
necessary insight and the most immediate interest in 
the matter. In other words: the question of protective 
and differential tariffs or free trade must fall within the 
sole decision of the bourgeoisie. 

The United Diet in Berlin has shown the Govern- 
ment that the bourgeoisie knows what it needs; in the 
recent tariff negotiations it was made clear to the 
Spandau System of Government in pretty plain and 
bitter words, that it is incapable of grasping, protect- 
ing and promoting the material interests concerned. 
The Cracow affair alone would have been sufficient to 
brand the foreheads of Holy-Alliance William and his 
ministers with the stamp of the crudest ignorance of, 
or the most culpable treachery against, the welfare of 
the nation. To the horror of his all-highest Majesty and 
his Excellencies a host of other things came up for dis- 
cussion, in the course of which royal and ministerial 
capabilities and discernment—living as well as defunct 
—could feel anything but flattered. 
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In the bourgeoisie itself, indeed, two different views 
dominate with regard to industry and trade. Nonetheless 
there is no doubt that the party in favour of protective, 
or, rather, differential tariffs is by far the most powerful, 
numerous and predominant. The bourgeoisie cannot, in 
fact, even maintain itself, cannot consolidate its position, 
cannot attain unbounded power unless it shelters and 
fosters its industry and trade by artificial means. With- 
out protection against foreign industry it would be 
crushed and trampled down within a decade. It is quite 
easily possible that not even protection will help it much 
or for long. It has waited too long, it has lain too peace- 
fully in the swaddling clothes in which it has been trussed 
so many years by its precious princes. It has been out- 
flanked and overtaken on every side, it has had its best 
positions taken from it, while at home it peacefully let its 
knuckles be rapped and did not even have enough en- 
ergy to rid itself of its partly imbecile, partly extremely 
cunning paternal schoolmasters and disciplinarians. 

Now a new page has been turned. The German 
princes can henceforth only be the servants of the bour- 
geoisie, only be the dot over the “i” of the bourgeoisie. 
In so far as there is still time and opportunity for the 
latter’s rule, protection for German industry and Ger- 
man trade is the only foundation on which it may rest. 
And what the bourgeoisie wants and must want of the 
German princes, it will also be able to achieve. 

There exists, however, alongside the bourgeoisie, 
a quite considerable number of people called proletar- 
ians—the working and propertyless class. 

The question therefore arises: What does this class 
gain from the introduction of the protective system? 
Will it thereby receive more wages, be able to feed and 
clothe itself better, house itself more healthily, afford 
somewhat more time for recreation and education, and 
some means for the more sensible and careful upbring- 
ing of its children? 

The gentlemen of the bourgeoisie who advocate the 
protective system never fail to push the well-being of 
the working class into the foreground. To judge by their 
words, a truly paradisiacal life will commence for the 
workers with the protection of industry, Germany will 
then become a Canaan “flowing with milk and honey” 
for the proletarians. But listen on the other hand to the 
free trade men speaking, and only under their system 
would the propertyless be able to live “like God in 
France,” that is, in the greatest jollity and merriment. 

Among both parties there are still plenty of lim- 
ited minds who more or less believe in the truth of their 
own words. The intelligent among them know very 
well that this is all vain delusion, merely calculated, 
furthermore, to deceive and win the masses. 

The intelligent bourgeois does not need to be told 
that whether the system in force is that of protective 
tariffs or free trade or a mixture of both, the worker 
will receive no bigger wage for his labour than will just 
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suffice for his scantiest maintenance. From the one side 
as from the other, the worker gets precisely what he 
needs to keep going as a labour-machine. 

It might thus appear to be a matter of indifference 
to the proletarian, to the propertyless, whether the pro- 
tectionists or the free traders have the last word. 

Since, however, as has been said above, the bour- 
geoisie in Germany requires protection against foreign 
countries in order to clear away the medieval remnants 
of a feudal aristocracy and the modern vermin by the 
Grace of God, and to develop purely and simply its 
own proper, innermost essence(!)—then the working 
class also has an interest in what helps the bourgeoisie 
to unimpeded rule. 

Not until only one class—the bourgeoisie—is seen 
to exploit and oppress, until penury and misery can 
no longer be blamed now on this estate, now on that, 
or simply on the absolute monarchy and its bureaucrats 
—only then will the last decisive battle break out, the 
battle between the propertied and the propertyless, 
between the bourgeoisie and the proletariat. 

Only then will the field of battle have been swept 
clean of all unnecessary barriers, of all that is mislead- 
ing and accessory; the position of the two hostile armies 
will be clear and visible at a glance. 

With the rule of the bourgeoisie, the workers, com- 
pelled by circumstances, will also make the infinitely 
important advance that they will no longer come for- 
ward as individuals, as at the most a couple of hun- 
dreds or thousands, in rebellion against the established 
order, but all together, as one class, with its specific in- 
terests and principles, with a common plan and united 
strength, they will launch their attack on the last and 
the worst of their mortal enemies, the bourgeoisie. 

There can be no doubt as to the outcome of this 
battle. The bourgeoisie will and must fall to the ground 
before the proletariat, just as the aristocracy and the 
absolute monarchy have received their coup de grace 
from the middle class. 

With the bourgeoisie, private property will at the 
same time be overthrown, and the victory of the work- 
ing class will put an end to all class or caste rule for ever. 


Source: “Protective Tariffs or Free Trade System,” www. 
marxists.org/archive/marx/works/1847/06/01.htm (accessed 
June 2003). 


KARL MARX’S SPEECH TO THE 
DEMOCRATIC ASSOCIATION OF 
BRUSSELS AT ITS PUBLIC MEETING 
(JANUARY 9, 1848) 


Karl Marx, a German social philosopher who rejected the 
traditional economic explanations of eighteenth- and nine- 
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teenth-century economists, developed his own philosophy, 
which became the foundation of socialism and communism. 
He argued for radical social reforms, especially after the fail- 
ure of the revolutions in 1848 in Europe. He advocated the 
foundation of openly revolutionary organizations to awaken 
the consciousness of the working classes. He gave the follow- 
ing speech to the Democratic Association of Brussels at its 
first public meeting on January 9, 1848. The topic of the speech 
was the attempts by British free-traders to persuade the people 
of the benefit of repealing the Corn Laws, a series of acts that 
prohibited the importation of cheaper corn from outside En- 
gland. Marx outlined the arguments of the merchant, the 
manufacturer, the shopkeeper, and the laborer. He concluded 
that a shift to free trade would only increase tension between 
the merchant class and the workers. Capital would no longer 
be restricted by tariff policies but the worker would continue 
to receive subsistence-level wages. Since this would hasten 
class warfare, Marx promoted free trade. 


On the Question of Free Trade 


Gentlemen, 

The Repeal of the Corn Laws in England is the great- 
est triumph of free trade in the 19th century. In every 
country where manufacturers talk of free trade, they have 
in mind chiefly free trade in corn and raw materials in 
general. To impose protective duties on foreign corn is 
infamous, it is to speculate on the famine of peoples. 

Cheap food, high wages, this is the sole aim for 
which English free-traders have spent millions, and 
their enthusiasm has already spread to their brethren 
on the Continent. Generally speaking, those who wish 
for free trade desire it in order to alleviate the condi- 
tion of the working class. 

But, strange to say, the people for whom cheap food 
is to be procured at all costs are very ungrateful. Cheap 
food is as ill-esteemed in England as cheap government 
is in France. The people see in these self-sacrificing 
gentlemen, in Bowring, Bright and Co., their worst 
enemies and the most shameless hypocrites. 

Everyone knows that in England the struggle be- 
tween Liberals and Democrats takes the name of the 
struggle between Free-Traders and Chartists. 

Let us now see how the English free-traders have 
proved to the people the good intentions that animate 
them. 

This is what they said to the factory workers: 

“The duty levied on corn is a tax upon wages; this 
tax you pay to the landlords, those medieval aristo- 
crats; if your position is wretched one, it is on account 
of the dearness of the immediate necessities of life.” 

The workers in turn asked the manufacturers: 

“How is it that in the course of the last 30 years, 
while our industry has undergone the greatest devel- 
opment, our wages have fallen far more rapidly, in pro- 
portion, than the price of corn has gone up? 
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“The tax which you say we pay the landlords is 
about 3 pence a week per worker. And yet the wages 
of the hand-loom weaver fell, between 1815 and 1843, 
from 28s. per week to 5s., and the wages of the power- 
loom weavers, between 1823 and 1843, from 20s. per 
week to 8s. 

“And during the whole of this period that portion 
of the tax which we paid to the landlord has never ex- 
ceeded 3 pence. And, then in the year 1834, when bread 
was very cheap and business going on very well, what 
did you tell us? You said, ‘If you are unfortunate, it is 
because you have too many children, and your mar- 
riages are more productive than your labor!’ 

“These are the very words you spoke to us, and 
you set about making new Poor Laws, and building 
work-houses, the Bastilles of the proletariat.” 

To this the manufacturer replied: 

“You are right, worthy laborers; it is not the price 
of corn alone, but competition of the hands among 
themselves as well, which determined wages. 

“But ponder well one thing, namely, that our soil 
consists only of rocks and sandbanks. You surely do 
not imagine that corn can be grown in flower-pots. So 
if, instead of lavishing our capital and our labor upon a 
thoroughly sterile soil, we were to give up agriculture, 
and devote ourselves exclusively to industry, all Eu- 
rope would abandon its factories, and England would 
form one huge factory town, with the whole of the rest 
of Europe for its countryside.” 

While thus haranguing his own workingmen, the 
manufacturer is interrogated by the small trader, who 
says to him: 

“If we repeal the Corn Laws, we shall indeed ruin 
agriculture; but for all that, we shall not compel other 
nations to give up their own factories and buy from 
ours. 

“What will the consequence be? I shall lose the 
customers that I have at present in the country, and 
the home trade will lose its market.” 

The manufacturer, turning his back upon the work- 
ers, replies to the shopkeeper: 

‘As to that, you leave it to us! Once rid of the duty 
on corn, we shall import cheaper corn from abroad. 
Then we shall reduce wages at the very time when they 
rise in the countries where we get out corn. 

“Thus in addition to the advantages which we al- 
ready enjoy we shall also have that of lower wages and, 
with all these advantage, we shall easily force the Con- 
tinent to buy from us.” 

But now the farmers and agricultural laborers join 
in the discussion. 

“And what, pray, is to become of us? 

“Are we going to pass a sentence of death upon 
agriculture, from which we get our living? Are we to 
allow the soil to be torn from beneath our feet?” 

As its whole answer, the Anti-Corn Law League 
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has contented itself with offering prizes for the three 
best essays upon the wholesome influence of the re- 
peal of the Corn Laws on English agriculture. 

These prizes were carried off by Messrs. Hope, 
Morse, and Greg, whose essays were distributed in 
thousands of copies throughout the countryside. 

The first of the prize-winners devotes himself to 
proving that neither the tenant farmer nor the agricul- 
tural laborer will lose by the free importation of for- 
eign corn, but only the landlord. 

“The English tenant farmer,” he exclaims, “need not 
fear the repeal of the Corn Laws, because no other 
country can produce such good corn so cheaply as 
England. 

“Thus, even if the price of corn fell, it would not 
hurt you, because this fall would only affect rent, which 
would go down, and not at all industrial profit and 
wages, which would remain stationary.” 

The second prize-winner, Mr. Morse, maintains, on 
the contrary, that the price of corn will rise in conse- 
quence of repeal. He takes infinite pains to prove that 
protective duties have never been able to secure a re- 
munerative price for corn. 

In support for his assertion, he cites the fact that, 
whenever foreign corn has been imported, the price of 
corn in England has gone up considerably, and then 
when little corn has been imported, the price has fallen 
extremely. This prize-winner forgets that the importa- 
tion was not the cause of the high price, but that the 
high price was the cause of the importation. 

And in direct contradiction to his co-prize-winner, 
he asserts that every rise in the price of corn is profit- 
able to both the tenant farmer and the laborer, but not 
to the landlord. 

The third prize-winner, Mr. Greg, who is a big 
manufacturer and whose work is addressed to the large 
tenant farmers, could not hold with such stupidities. 
His language is more scientific. 

He admits that the Corn Laws can raise rent only 
by raising the price of corn, and that they can raise the 
price of corn only by compelling capital to apply itself 
to land of inferior quality, and this is explained quite 
simply. 

In proportion as population increases, if foreign 
corn cannot be imported, less fertile soil has to be used, 
the cultivation of which involves more expense and 
the product of this soil is consequently dearer. 

There being a forced sale for corn, the price will of 
necessity be determined by the price of the product of 
the most costly soil. The difference between this price 
and the cost of production upon soil of better quality 
constitutes the rent. 

If, therefore, as a result of the repeal of the Corn 
Laws, the price of corn, and consequently the rent, falls, 
it is because inferior soil will no longer be cultivated. 
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Thus, the reduction of rent must inevitably ruin a part 
of the tenant farmers. 

These remarks were necessary in order to make 
Mr. Greg’s language comprehensible. 

“The small farmers,” he says, “who cannot support 
themselves by agriculture will find a resource in in- 
dustry. As to the large tenant farmers, they cannot fail 
to profit. Either the landlords will be obliged to sell 
them land very cheap, or leases will be made out for 
very long periods. This will enable tenant farmers to 
apply large sums of capital to the land, to use agricul- 
tural machinery on a larger scale, and to save manual 
labor, which will, moreover, be cheaper, on account of 
the general fall in wages, the immediate consequences 
of the repeal of the Corn Laws.” 

Dr. Browning conferred upon all these arguments 
the consecration of religion, by exclaiming at a public 
meeting, 

“Jesus Christ is Free Trade, and Free Trade is Jesus 
Christ.” 

One can understand that all this hypocrisy was not 
calculated to make cheap bread attractive to the 
workers. 

Besides, how could the workingman understand 
the sudden philanthropy of the manufacturers, the 
very men still busy fighting against the Ten Hours’ Bill, 
which was to reduce the working day of the mill hands 
from 12 hours to 10? 

To give you an idea of the philanthropy of these 
manufacturers I would remind you, gentlemen, of the 
factory regulations in force in all the mills. 

Every manufacturer has for his own private use a 
regular penal code in which fines are laid down for 
every voluntary or involuntary offence. For instance, 
the worker pays so much if he has the misfortune to sit 
down on a chair; if he whispers, or speaks, or laughs; if 
he arrives a few moments too late; if any part of the 
machine breaks, or he does not turn out work of the 
quality desired, etc., etc. The fines are always greater 
than the damage really done by the worker. And to give 
the worker every opportunity for incurring fines, the 
factory clock is set forward, and he is given bad raw 
material to make into good pieces of stuff. An overseer 
not sufficiently skillful in multiplying cases of infrac- 
tions or rules is discharged. 

You see, gentlemen, this private legislation is en- 
acted for the especial purpose of creating such infrac- 
tions, and infractions are manufactured for the purpose 
of making money. Thus the manufacturer uses every 
means of reducing the nominal wage, and of profiting 
even by accidents over which the worker has no 
control. 

These manufacturers are the same philanthropists 
who have tried to make the workers believe that they 
were capable of going to immense expense for the sole 
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purpose of ameliorating their lot. Thus, on the one 
hand, they nibble at the wages of the worker in the 
pettiest way, by means of factory regulations, and, on 
the other, they are undertaking the greatest sacrifices 
to raise those wages again by means of the Anti-Corn 
Law League. 

They build great palaces at immense expense, in 
which the League takes up, in some respects, its offi- 
cial residence; they send an army of missionaries to all 
corners of England to preach the gospel of free trade; 
they have printed and distributed gratis thousands of 
pamphlets to enlighten the worker upon his own in- 
terests, they spend enormous sums to make the press 
favorable to their cause; they organize a vast adminis- 
trative system for the conduct of the free trade move- 
ment, and they display all their wealth of eloquence at 
public meetings. It was at one of these meetings that a 
worker cried out: 

“If the landlords were to sell our bones, you manu- 
facturers would be the first to buy them in order to put 
them through a steam-mill and make flour of them.” 

The English workers have very well understood 
the significance of the struggle between the landlords 
and the industrial capitalists. They know very well that 
the price of bread was to be reduced in order to reduce 
wages, and that industrial profit would rise by as much 
as rent fell. 

Ricardo, the apostle of the English free-traders, the 
most eminent economist of our century, entirely agrees 
with the workers upon this point. In his celebrated 
work on political economy, he says: 

“If instead of growing our own corn... we dis- 
cover a new market from which we can supply our- 
selves...ata cheaper price, wages will fall and profits 
rise. The fall in the price of agricultural produce reduces 
the wages, not only of the laborer employed in culti- 
vating the soil, but also of all those employed in com- 
merce or manufacture.” 

And do not believe, gentlemen, that it is a matter 
of indifference to the worker whether he receives only 
four francs on account of corn being cheaper, when he 
had been receiving five francs before. 

Have not his wages always fallen in comparison 
with profit, and is it not clear that his social position 
has grown worse as compared with that of the capital- 
ist? Besides which he loses more as a matter of fact. 

So long as the price of corn was higher and wages 
were also higher, a small saving in the consumption of 
bread sufficed to procure him other enjoyments. But 
as soon as bread is very cheap, and wages are there- 
fore very cheap, he can save almost nothing on bread 
for the purchase of other articles. 

The English workers have made the English free- 
traders realize that they are not the dupes of their illu- 
sions or of their lies; and if, in spite of this, the workers 
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made common cause with them against the landlords, 
it was for the purpose of destroying the last remnants 
of feudalism and in order to have only one enemy left 
to deal with. The workers have not miscalculated, for 
the landlords, in order to revenge themselves upon the 
manufacturers, made common cause with the work- 
ers to carry the Ten Hours’ Bill, which the latter had 
been vainly demanding for 30 years, and which was 
passed immediately after the repeal of the Corn Laws. 

When Dr. Bowring, at the Congress of Economists 
[September 16-18, 1848; the following, among others, 
were present: Dr. Bowring, M.P, Colonel Thompson, 
Mr. Ewart, Mr. Brown, and James Wilson, editor of the 
Economist], drew from his pocket a long list to show how 
many head of cattle, how much ham, bacon, poultry, 
etc., was imported into England, to be consumed, as he 
asserted, by the workers, he unfortunately forgot to tell 
you that all the time the workers of Manchester and 
other factory towns were finding themselves thrown 
into the streets by the crisis which was beginning. 

As a matter of principle in political economy, the 
figures of a single year must never be taken as the basis 
for formulating general laws. One must always take the 
average period of from six to seven years—a period of 
time during which modern industry passes through the 
various phases of prosperity, overproduction, stagna- 
tion, crisis, and completes its inevitable cycle. 

Doubtless, if the price of all commodities falls— 
and this is the necessary consequence of free trade—I 
can buy far more for a franc than before. And the 
worker’s franc is as good as any other man’s. There- 
fore, free trade will be very advantageous to the worker. 
There is only little difficulty in this, namely, that the 
worker, before he exchanges his franc for other com- 
modities, has first exchanged his labor with the capi- 
talist. If in this exchange he always received the said 
franc for the same labor and the price of all other com- 
modities fell, he would always be the gainer by such a 
bargain. The difficult point does not lie in proving that, 
if the price of all commodities falls, I will get more com- 
modities for the same money. 

Economists always take the price of labor at the 
moment of its exchange with other commodities. But 
they altogether ignore the moment at which labor ac- 
complishes its own exchange with capital. 

When less expense is required to setin motion the 
machine which produces commodities, the things nec- 
essary for the maintenance of this machine, called a 
worker, will also cost less. If all commodities are cheaper, 
labor, which is a commodity too, will also fall in price, 
and, as we shall see later, this commodity, labor, will 
fall far lower in proportion than the other commodi- 
ties. If the worker still pins his faith to the arguments 
of the economists, he will find that the franc has melted 
away in his pocket, and that he has only 5 sous left. 
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Thereupon the economists will tell you: 

“Well, we admit that competition among the work- 
ers, which will certainly not have diminished under 
free trade, will very soon bring wages into harm, only 
with the low price of commodities. But, on the other 
hand, the low price of commodities will increase con- 
sumption, the larger consumption will require in- 
creased production, which will be followed by a larger 
demand for hands, and this larger demand for hands 
will be followed by a rise in wages.” 

The whole line of argument amounts to this: Free 
trade increases productive forces. If industry keeps 
growing, if wealth, if the productive power, if, in a word, 
productive capital increases, the demand for labor, the 
price of labor, and consequently the rate of wages, rise 
also. 

The most favorable condition for the worker is the 
growth of capital. This must be admitted. If capital re- 
mains stationary, industry will not merely remain sta- 
tionary but will decline, and in this case the worker 
will be the first victim. He goes to the wall before the 
capitalist. And in the case where capital keeps grow- 
ing, in the circumstance which we have said are the 
best for the worker, what will be his lot? He will go to 
the wall just the same. The growth of productive capi- 
tal implies the accumulation and the concentration of 
capital. The centralization of capital involves a greater 
division of labor and a greater use of machinery. The 
greater division of labor destroys the especial skill of 
the laborer; and by putting in the place of this skilled 
work labor which anybody can perform, it increase 
competition among the workers. 

This competition becomes fiercer as the division 
of labor enables a single worker to do the work of three. 
Machinery accomplishes the same result on a much 
larger scale. The growth of productive capital, which 
forces the industrial capitalists to work with constantly 
increasing means, ruins the small industrialist and 
throws them into the proletariat. Then, the rate of in- 
terest falling in proportion as capital accumulates, the 
small rentiers, who can no longer live on their divi- 
dends, are forced to go into industry and thus swell 
the number of proletarians. 

Finally, the more productive capital increases, the 
more it is compelled to produce for a market whose 
requirements it does not know, the more production 
precedes consumption, the more supply tries to force 
demand, and consumption crises increase in frequency 
and in intensity. But every crisis in turn hastens the 
centralization of capital and adds to the proletariat. 

Thus, as productive capital grows, competition 
among the workers grows in a far greater proportion. 
The reward of labor diminishes for all, and the burden 
of labor increases for some. 

In 1829, there were in Manchester 1,088 cotton spin- 
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ners employed in 36 factories. In 1841, there were no 
more than 448, and they tended 53,353 more spindles 
than the 1,088 spinners did in 1829. In manual labor 
had increased in the same proportion as the produc- 
tive power, the number of spinners ought to have 
reaches the figure of 1,848; improved machinery had, 
therefore, deprived 1,100 workers of employment. 

We know beforehand the reply of the economists. 
The men thus deprived of work, they say, will find other 
kinds of employment. Dr. Bowring did not fail to repro- 
duce this argument at the Congress of Economists, but 
neither did he fail to supply his own refutation. 

In 1835, Dr. Bowring made a speech in the House 
of Commons upon the 50,000 hand-loom weavers of 
London who for a very long time had been starving 
without being able to find that new kind of employ- 
ment which the free-traders hold out to them in the 
distance. 

We will give the most striking passages of this 
speech of Dr. Bowring: 

“This distress of the weavers . . . is an incredible 
condition of a species of labor easily learned—and con- 
stantly intruded on and superseded by cheaper means 
of production. A very short cessation of demand, where 
the competition for work is so great... produces a cri- 
sis. The hand-loom weavers are on the verge of that 
state beyond which human existence can hardly be 
sustained, and a very trifling check hurls them into the 
regions of starvation. ... The improvements of machin- 
ery, ... by superseding manual labor more and more, 
infallibly bring with them in the transition much of tem- 
porary suffering. ... The national good cannot be pur- 
chased but at the expense of some individual evil. No 
advance was ever made in manufactures but at some 
cost to those who are in the rear; and of all discoveries, 
the power-loom is that which most directly bears on 
the condition of the hand-loom weaver. He is already 
beaten out of the field in many articles; he will infalli- 
bly be compelled to surrender many more.” 

Further on he says: 

“Thold in my hand the correspondence which has 
taken place between the Governor-General of India 
and the East-India Company, on the subject of the 
Dacca hand-loom weavers. . . . Some years ago the 
East-India Company annually received of the produce 
of the looms of India to the amount of from 6,000,000 
to 8,000,000 of pieces of cotton goods. The demand 
gradually fell to somewhat more than 1,000,000, and 
has now nearly ceased altogether. In 1800, the United 
States took from India nearly 800,000 pieces of cot- 
ton; in 1830, not 4,000. In 1800, 1,000,000 pieces were 
shipped to Portugal; in 1830, only 20,000. Terrible were 
the accounts of the wretchedness of the poor Indian 
weavers, reduced to absolute starvation. And what 
was the sole cause? The presence of the cheaper En- 
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glish manufacture. ... Numbers of them die of hun- 
ger, the remainder were, for the most part, transferred 
to other occupations, principally agricultural. Not to 
have changed their trade was inevitable starvation. 
And at this moment that Dacca district is supplied 
with yarn and cotton cloth from the power-looms of 
England. ... The Dacca muslins, celebrated over the 
whole world for their beauty and fineness, are also 
annihilated from the same cause. And the present 
suffering, to numerous classes in India, is scarcely to 
be paralleled in the history of commerce.” 

Dr. Bowring’s speech is the more remarkable be- 
cause the facts quoted by him are exact, and the phrases 
with which he seeks to palliate them are wholly char- 
acterized by the hypocrisy common to all free trade 
sermons. He represents the workers as means of pro- 
duction which must be superseded by less expensive 
means of production. He pretends to see in the labor 
of which he speaks a wholly exceptional kind of labor, 
and in the machine which has crushed out the weav- 
ers an equally exceptional machine. He forgets that 
there is no kind of manual labor which may not any 
day be subjected to the fate of the hand-loom weavers. 

“It is, in fact, the constant aim and tendency of ev- 
ery improvement in machine to supersede human la- 
bor altogether, or to diminish its cost by substituting 
the industry of women and children for that of men; or 
that of ordinary laborers for trained artisans. In most of 
the water-twist, or throstle cotton-mills, the spinning is 
entirely managed by females of 16 years and upwards. 
The effect of substituting the self-acting mule for the 
common mule, is to discharge the greater part of the 
men spinners, and to retain adolescents and children.” 

These words of the most enthusiastic free-trader, 
Dr. Ure, serve to complement the confessions of Dr. 
Bowring. Dr. Bowring speaks of certain individual evils, 
and, at the same time, says that these individual evils 
destroy whole classes; he speaks of the temporary suf- 
ferings during the transition period, and at the very 
time of speaking of them, he does not deny that these 
temporary evils have implied for the majority the tran- 
sition from life to death, and for the rest a transition 
from a better to a worse condition. If he asserts, farther 
on, that the sufferings of these workers are inseparable 
from the progress of industry, and are necessary to the 
prosperity of the nation, he simply says that the pros- 
perity of the bourgeois class presupposed as necessary 
the suffering of the laboring class. 

All the consolation which Dr. Bowring offers the 
workers who perish, and, indeed, the whole doctrine 
of compensation which the free-traders propound, 
amounts to this: 

You thousands of workers who are perishing, do 
not despair! You can die with an easy conscience. Your 
class will not perish. It will always be numerous enough 
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for the capitalist class to decimate it without fear of 
annihilating it. Besides, how could capital be usefully 
applied if it did not take care always to keep up its ex- 
ploitable material, i.e., the workers, to exploit them over 
and over again? 

But, besides, why propound as a problem still to 
be solved the question: What influence will the adop- 
tion of free trade have upon the condition of the work- 
ing class? All the laws formulated by the political 
economists from Quesnay to Ricardo have been based 
upon the hypothesis that the trammels which still in- 
terfere with commercial freedom have disappeared. 
These laws are confirmed in proportion as free trade is 
adopted. The first of these laws is that competition re- 
duces the price of every commodity to the minimum 
cost of production. Thus the minimum of wages is the 
natural price of labor. And what is the minimum of 
wages? Just so much as is required for production of 
the articles indispensable for the maintenance of the 
worker, for putting him in a position to sustain him- 
self, however badly, and to propagate his race, how- 
ever slightly. 

But do not imagine that the worker receives only 
this minimum wage, and still less that he always re- 
ceives it. 

No, according to this law, the working class will 
sometimes be more fortunate. It will sometimes receive 
something above the minimum, but this surplus will 
merely make up for the deficit which it will have re- 
ceived below the minimum in times of industrial stag- 
nation. That is to say that, within a given time which 
recurs periodically, in the cycle which industry passes 
through while undergoing the vicissitudes of prosper- 
ity, overproduction, stagnation and crisis, when reck- 
oning all that the working class will have had above 
and below necessaries, we shall see that, in all, it will 
have received neither more nor less than the minimum; 
i.e., the working class will have maintained itself as a 
class after enduring any amount of misery and misfor- 
tune, and after leaving many corpses upon the indus- 
trial battlefield. But what of that? The class will still exist; 
nay, more, it will have increased. 

But this is not all. The progress of industry creates 
less expensive means of subsistence. Thus spirits have 
taken the place of beer, cotton that of wool and linen, 
and potatoes that of bread. 

Thus, as means are constantly being found for the 
maintenance of labor on cheaper and more wretched 
food, the minimum of wages is constantly sinking. If 
these wages began by making the man work to live, 
they end by making him live the life of a machine. His 
existence has not other value than that of a simple pro- 
ductive force, and the capitalist treats him accordingly. 

This law of commodity labor, of the minimum of 
wages, will be confirmed in proportion as the supposi- 
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tion of the economists, free-trade, becomes an actual fact. 
Thus, of two things one: either we must reject all politi- 
cal economy based on the assumption of free trade, or 
we must admit that under this free trade the whole se- 
verity of the economic laws will fall upon the workers. 

To sum up, what is free trade, what is free trade 
under the present condition of society? It is freedom 
of capital. When you have overthrown the few national 
barriers which still restrict the progress of capital, you 
will merely have given it complete freedom of action. 
So long as you let the relation of wage labor to capital 
exist, it does not matter how favorable the conditions 
under which the exchange of commodities takes place, 
there will always be a class which will exploit and a 
class which will be exploited. It is really difficult to 
understand the claim of the free-traders who imagine 
that the more advantageous application of capital will 
abolish the antagonism between industrial capitalists 
and wage workers. On the contrary, the only result will 
be that the antagonism of these two classes will stand 
out still more clearly. 

Let us assume for a moment that there are no more 
Corn Laws or national or local custom duties; in fact 
that all the accidental circumstances which today the 
worker may take to be the cause of his miserable con- 
dition have entirely vanished, and you will have re- 
moved so many curtains that hide from his eyes his 
true enemy. 

He will see that capital become free will make him 
no lessa slave than capital trammeled by customs duties. 

Gentlemen! Do not allow yourselves to be deluded 
by the abstract word freedom. Whose freedom? It is not 
the freedom of one individual in relation to another, 
but the freedom of capital to crush the worker. 

Why should you desire to go on sanctioning free 
competition with this idea of freedom, when this free- 
dom is only the product of a state of things based upon 
free competition? 

We have shown what sort of brotherhood free 
trade begets between the different classes of one and 
the same nation. The brotherhood which free trade 
would establish between the nations of the Earth would 
hardly be more fraternal. To call cosmopolitan exploi- 
tation universal brotherhood is an idea that could only 
be engendered in the brain of the bourgeoisie. All the 
destructive phenomena which unlimited competition 
gives rise to within one country are reproduced in more 
gigantic proportions on the world market. We need not 
dwell any longer upon free trade sophisms on this sub- 
ject, which are worth just as much as the arguments of 
our prize-winners Messrs. Hope, Morse, and Greg. 

For instance, we are told that free trade would cre- 
ate an international division of labor, and thereby give 
to each country the production which is most in har- 
mony with its natural advantage. 
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You believe, perhaps, gentlemen, that the produc- 
tion of coffee and sugar is the natural destiny of the 
West Indies. 

Two centuries ago, nature, which does not trouble 
herself about commerce, had planted neither sugar- 
cane nor coffee trees there. 

And it may be that in less than half a century you 
will find there neither coffee nor sugar, for the East 
Indies, by means of cheaper production, have already 
successfully combatted his alleged natural destiny of 
the West Indies. And the West Indies, with their natu- 
ral wealth, are already as heavy a burden for England 
as the weavers of Dacca, who also were destined from 
the beginning of time to weave by hand. 

One other thing must never be forgotten, namely, 
that, just as everything has become a monopoly, there 
are also nowadays some branches of industry which 
dominate all others, and secure to the nations which 
most largely cultivate them the command of the world 
market. Thus in international commerce cotton alone 
has much greater commercial than all the other raw 
materials used in the manufacture of clothing put to- 
gether. It is truly ridiculous to see the free-traders stress 
the few specialities in each branch of industry, throw- 
ing them into the balance against the products used in 
everyday consumption and produced most cheaply in 
those countries in which manufacture is most highly 
developed. 

If the free-traders cannot understand how one 
nation can grow rich at the expense of another, we need 
not wonder, since these same gentlemen also refuse to 
understand how within one country one class can en- 
rich itself at the expense of another. 

Do not imagine, gentlemen, that in criticizing free- 
dom of trade we have the least intention of defending 
the system of protection. 

One may declare oneself an enemy of the consti- 
tutional regime without declaring oneself a friend of 
the ancient regime. 

Moreover, the protectionist system is nothing but 
a means of establishing large-scale industry in any 
given country, that is to say, of making it dependent 
upon the world market, and from the moment that 
dependence upon the world market is established, 
there is already more or less dependence upon free 
trade. Besides this, the protective system helps to de- 
velop free trade competition within a country. Hence 
we see that in countries where the bourgeoisie is be- 
ginning to make itself felt as a class, in Germany for 
example, it makes great efforts to obtain protective 
duties. They serve the bourgeoisie as weapons against 
feudalism and absolute government, as a means for the 
concentration of its own powers and for the realiza- 
tion of free trade within the same country. 

But, in general, the protective system of our day is 
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conservative, while the free trade system is destruc- 
tive. It breaks up old nationalities and pushes the an- 
tagonism of the proletariat and the bourgeoisie to the 
extreme point. In a word, the free trade system has- 
tens the social revolution. It is in this revolutionary 
sense alone, gentlemen, that I vote in favor of free trade. 


Source: “On the Question of Free Trade,” http://csf 
.colorado.edu/psn/marx/archive/1848-ft/1848-ft.txt (accessed 
June 2003). 


MANIFESTO OF THE COMMUNIST 
PARTY (1848) (EXCERPT) 


Karl Marx and Friedrich Engels wrote the Communist 
Manifesto in 1848 during a period of social movements 
within Europe that demanded greater rights for the work- 
ing classes. The document established the foundation of a 
socioeconomic doctrine that would become known as Marx- 
ism. When the capitalist forces suppressed the laborers to a 
breaking point, a class war would inevitably break out and 
then the proletariat would overthrow their capitalist mas- 
ters and form a classless society where all the people owned 
the means of production. Marxism continued to attract dis- 
illusioned workers throughout Europe in the nineteenth cen- 
tury but would do so under the name of socialism. Under 
this system, the industrialists and merchant classes would 
be eliminated—a development that would have adversely 
affected trade in all areas where it existed and possibly in- 
ternational trade as well. 


A spectre is haunting Europe—the spectre of commu- 
nism. All the powers of old Europe have entered into a 
holy alliance to exorcise this spectre: Pope and Tsar, 
Metternich and Guizot, French Radicals and German 
police-spies. 

Where is the party in opposition that has not been 
decried as communistic by its opponents in power? 
Where is the opposition that has not hurled back the 
branding reproach of communism, against the more 
advanced opposition parties, as well as against its re- 
actionary adversaries? 


Two things result from this fact: 

I. Communism is already acknowledged by all Eu- 
ropean powers to be itself a power. 

II. It is high time that Communists should openly, 
in the face of the whole world, publish their views, their 
aims, their tendencies, and meet this nursery tale of 
the spectre of communism with a manifesto of the party 
itself. 

To this end, Communists of various nationalities 
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have assembled in London and sketched the follow- 
ing manifesto, to be published in the English, French, 
German, Italian, Flemish and Danish languages. 


I—BOURGEOIS AND PROLETARIANS! 
The history of all hitherto existing society’ is the his- 
tory of class struggles. 

Freeman and slave, patrician and plebian, lord and 
serf, guild-master’and journeyman, in a word, oppres- 
sor and oppressed, stood in constant opposition to one 
another, carried on an uninterrupted, now hidden, now 
open fight, a fight that each time ended, either in a revo- 
lutionary reconstitution of society at large, or in the 
common ruin of the contending classes. 

In the earlier epochs of history, we find almost ev- 
erywhere a complicated arrangement of society into 
various orders, a manifold gradation of social rank. In 
ancient Rome we have patricians, knights, plebians, 
slaves; in the Middle Ages, feudal lords, vassals, guild- 
masters, journeymen, apprentices, serfs; in almost all 
of these classes, again, subordinate gradations. 

The modern bourgeois society that has sprouted 
from the ruins of feudal society has not done away with 
class antagonisms. It has but established new classes, 
new conditions of oppression, new forms of struggle 
in place of the old ones. 

Our epoch, the epoch of the bourgeoisie, possesses, 
however, this distinct feature: it has simplified class 
antagonisms. Society as a whole is more and more split- 
ting up into two great hostile camps, into two great 
classes directly facing each other—bourgeoisie and 
proletariat. 

From the serfs of the Middle Ages sprang the char- 
tered burghers of the earliest towns. From these bur- 
gesses the first elements of the bourgeoisie were 
developed. 

The discovery of America, the rounding of the 
Cape, opened up fresh ground for the rising bourgeoi- 
sie. The East-Indian and Chinese markets, the 
colonisation of America, trade with the colonies, the 
increase in the means of exchange and in commodities 
generally, gave to commerce, to navigation, to indus- 
try, an impulse never before known, and thereby, to 
the revolutionary element in the tottering feudal soci- 
ety, a rapid development. 

The feudal system of industry, in which industrial 
production was monopolized by closed guilds, now no 
longer suffices for the growing wants of the new mar- 
kets. The manufacturing system took its place. The 
guild-masters were pushed aside by the manufactur- 
ing middle class; division of labor between the differ- 
ent corporate guilds vanished in the face of division of 
labor in each single workshop. 

Meantime, the markets kept ever growing, the de- 
mand ever rising. Even manufacturers no longer suf- 
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ficed. Thereupon, steam and machinery revolutionized 
industrial production. The place of manufacture was 
taken by the giant, MODERN INDUSTRY; the place of 
the industrial middle class by industrial millionaires, 
the leaders of the whole industrial armies, the modern 
bourgeois. 

Modern industry has established the world mar- 
ket, for which the discovery of America paved the way. 
This market has given an immense development to 
commerce, to navigation, to communication by land. 
This development has, in turn, reacted on the exten- 
sion of industry; and in proportion as industry, com- 
merce, navigation, railways extended, in the same 
proportion the bourgeoisie developed, increased its 
capital, and pushed into the background every class 
handed down from the Middle Ages. 

We see, therefore, how the modern bourgeoisie is 
itself the product of a long course of development, of a 
series of revolutions in the modes of production and 
of exchange. 

Each step in the development of the bourgeoisie 
was accompanied by a corresponding political ad- 
vance in that class. An oppressed class under the sway 
of the feudal nobility, an armed and self-governing 
association of medieval commune*: here independent 
urban republic (as in Italy and Germany); there tax- 
able “third estate” of the monarchy (as in France); af- 
terward, in the period of manufacturing proper, 
serving either the semi-feudal or the absolute monar- 
chy as a counterpoise against the nobility, and, in fact, 
cornerstone of the great monarchies in general—the 
bourgeoisie has at last, since the establishment of Mod- 
ern Industry and of the world market, conquered for 
itself, in the modern representative state, exclusive 
political sway. The executive of the modern state is but 
a committee for managing the common affairs of the 
whole bourgeoisie. 

The bourgeoisie, historically, has played a most 
revolutionary part. 

The bourgeoisie, wherever it has got the upper 
hand, has put an end to all feudal, patriarchal, idyllic 
relations. It has pitilessly torn asunder the motley feu- 
dal ties that bound man to his “natural superiors,” and 
has left no other nexus between man and man than 
naked self-interest, than callous “cash payment.” It has 
drowned out the most heavenly ecstacies of religious 
fervor, of chivalrous enthusiasm, of philistine sentimen- 
talism, in the icy water of egotistical calculation. It has 
resolved personal worth into exchange value, and in 
place of the numberless indefeasible chartered free- 
doms;, has set up that single, unconscionable freedom— 
Free Trade. In one word, for exploitation, veiled by 
religious and political illusions, it has substituted na- 
ked, shameless, direct, brutal exploitation. 

The bourgeoisie has stripped of its halo every oc- 
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cupation hitherto honored and looked up to with rev- 
erent awe. It has converted the physician, the lawyer, 
the priest, the poet, the man of science, into its paid 
wage laborers. 

The bourgeoisie has torn away from the family its 
sentimental veil, and has reduced the family relation 
into a mere money relation. 

The bourgeoisie has disclosed how it came to pass 
that the brutal display of vigor in the Middle Ages, 
which reactionaries so much admire, found its fitting 
complement in the most slothful indolence. It has been 
the first to show what man’s activity can bring about. 
It has accomplished wonders far surpassing Egyptian 
pyramids, Roman aqueducts, and Gothic cathedrals; it 
has conducted expeditions that put in the shade all 
former exoduses of nations and crusades. 

The bourgeoisie cannot exist without constantly 
revolutionizing the instruments of production, and 
thereby the relations of production, and with them the 
whole relations of society. Conservation of the old 
modes of production in unaltered form, was, on the 
contrary, the first condition of existence for all earlier 
industrial classes. Constant revolutionizing of produc- 
tion, uninterrupted disturbance of all social conditions, 
everlasting uncertainty and agitation distinguish the 
bourgeois epoch from all earlier ones. All fixed, fast fro- 
zen relations, with their train of ancient and venerable 
prejudices and opinions, are swept away, all new- 
formed ones become antiquated before they can os- 
sify. All that is solid melts into air, all that is holy is 
profaned, and man is at last compelled to face with 
sober senses his real condition of life and his relations 
with his kind. 

The need of a constantly expanding market for its 
products chases the bourgeoisie over the entire surface 
of the globe. It must nestle everywhere, settle every- 
where, establish connections everywhere. 

The bourgeoisie has, through its exploitation of the 
world market, given a cosmopolitan character to pro- 
duction and consumption in every country. To the great 
chagrin of reactionaries, it has drawn from under the 
feet of industry the national ground on which it stood. 
All old-established national industries have been de- 
stroyed or are daily being destroyed. They are dis- 
lodged by new industries, whose introduction becomes 
a life and death question for all civilized nations, by 
industries that no longer work up indigenous raw 
material, but raw material drawn from the remotest 
zones; industries whose products are consumed, not 
only at home, but in every quarter of the globe. In 
place of the old wants, satisfied by the production of 
the country, we find new wants, requiring for their 
satisfaction the products of distant lands and climes. 
In place of the old local and national seclusion and 
self-sufficiency, we have intercourse in every direc- 
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tion, universal inter-dependence of nations. And as in 
material, so also in intellectual production. The intel- 
lectual creations of individual nations become common 
property. National one-sidedness and narrow- 
mindedness become more and more impossible, and 
from the numerous national and local literatures, there 
arises a world literature. 

The bourgeoisie, by the rapid improvement of all 
instruments of production, by the immensely facilitated 
means of communication, draws all, even the most 
barbarian, nations into civilization. The cheap prices 
of commodities are the heavy artillery with which it 
forces the barbarians’ intensely obstinate hatred of for- 
eigners to capitulate. It compels all nations, on pain of 
extinction, to adopt the bourgeois mode of production; 
it compels them to introduce what it calls civilization 
into their midst, i.e., to become bourgeois themselves. 
In one word, it creates a world after its own image. 

The bourgeoisie has subjected the country to the 
rule of the towns. It has created enormous cities, has 
greatly increased the urban population as compared 
with the rural, and has thus rescued a considerable part 
of the population from the idiocy of rural life. Just as it 
has made the country dependent on the towns, so it 
has made barbarian and semi-barbarian countries de- 
pendent on the civilized ones, nations of peasants on 
nations of bourgeois, the East on the West. 

The bourgeoisie keeps more and more doing away 
with the scattered state of the population, of the means 
of production, and of property. It has agglomerated 
population, centralized the means of production, and 
has concentrated property in a few hands. The neces- 
sary consequence of this was political centralization. 
Independent, or but loosely connected provinces, with 
separate interests, laws, governments, and systems of 
taxation, became lumped together into one nation, with 
one government, one code of laws, one national class 
interest, one frontier, and one customs tariff. 

The bourgeoisie, during its rule of scarce one hun- 
dred years, has created more massive and more colos- 
sal productive forces than have all preceding 
generations together. Subjection of nature’s forces to 
man, machinery, application of chemistry to industry 
and agriculture, steam navigation, railways, electric 
telegraphs, clearing of whole continents for cultivation, 
canalization or rivers, whole populations conjured out 
of the ground—what earlier century had even a pre- 
sentiment that such productive forces slumbered in the 
lap of social labor? 

We see then: the means of production and of ex- 
change, on whose foundation the bourgeoisie built it- 
self up, were generated in feudal society. At a certain 
stage in the development of these means of produc- 
tion and of exchange, the conditions under which feu- 
dal society produced and exchanged, the feudal 
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organization of agriculture and manufacturing indus- 
try, in one word, the feudal relations of property be- 
came no longer compatible with the already developed 
productive forces; they became so many fetters. They 
had to be burst asunder; they were burst asunder. 

Into their place stepped free competition, accom- 
panied by a social and political constitution adapted in 
it, and the economic and political sway of the bour- 
geois class. 

A similar movement is going on before our own 
eyes. Modern bourgeois society, with its relations of 
production, of exchange and of property, a society that 
has conjured up such gigantic means of production and 
of exchange, is like the sorcerer who is no longer able 
to control the powers of the nether world whom he 
has called up by his spells. For many a decade past, the 
history of industry and commerce is but the history of 
the revolt of modern productive forces against mod- 
ern conditions of production, against the property re- 
lations that are the conditions for the existence of the 
bourgeois and of its rule. It is enough to mention the 
commercial crises that, by their periodical return, put 
the existence of the entire bourgeois society on its trial, 
each time more threateningly. In these crises, a great 
part not only of the existing products, but also of the 
previously created productive forces, are periodically 
destroyed. In these crises, there breaks out an epidemic 
that, in all earlier epochs, would have seemed an 
absurdity—the epidemic of over-production. Society 
suddenly finds itself put back into a state of momen- 
tary barbarism; it appears as if a famine, a universal 
war of devastation, had cut off the supply of every 
means of subsistence; industry and commerce seem to 
be destroyed. And why? Because there is too much civi- 
lization, too much means of subsistence, too much in- 
dustry, too much commerce. The productive forces at 
the disposal of society no longer tend to further the 
development of the conditions of bourgeois property; 
on the contrary, they have become too powerful for 
these conditions, by which they are fettered, and so 
soon as they overcome these fetters, they bring disor- 
der into the whole of bourgeois society, endanger the 
existence of bourgeois property. The conditions of bour- 
geois society are too narrow to comprise the wealth 
created by them. And how does the bourgeoisie get 
over these crises? On the one hand, by enforced de- 
struction of a mass of productive forces; on the other, 
by the conquest of new markets, and by the more thor- 
ough exploitation of the old ones. That is to say, by 
paving the way for more extensive and more destruc- 
tive crises, and by diminishing the means whereby cri- 
ses are prevented. 

The weapons with which the bourgeoisie felled 
feudalism to the ground are now turned against the 
bourgeoisie itself. 
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But not only has the bourgeoisie forged the weap- 
ons that bring death to itself; it has also called into ex- 
istence the men who are to wield those weapons—the 
modern working class—the proletarians. 

In proportion as the bourgeoisie, i.e., capital, is 
developed, in the same proportion is the proletariat, 
the modern working class, developed—a class of la- 
borers, who live only so long as they find work, and 
who find work only so long as their labor increases 
capital. These laborers, who must sell themselves piece- 
meal, are a commodity, like every other article of com- 
merce, and are consequently exposed to all the 
vicissitudes of competition, to all the fluctuations of the 
market. 

Owing to the extensive use of machinery, and to 
the division of labor, the work of the proletarians has 
lost all individual character, and, consequently, all 
charm for the workman. He becomes an appendage of 
the machine, and it is only the most simple, most mo- 
notonous, and most easily acquired knack, that is re- 
quired of him. Hence, the cost of production of a 
workman is restricted, almost entirely, to the means of 
subsistence that he requires for maintenance, and for 
the propagation of his race. But the price of acommod- 
ity, and therefore also of labor, is equal to its cost of 
production. In proportion, therefore, as the repulsive- 
ness of the work increases, the wage decreases. What 
is more, in proportion as the use of machinery and di- 
vision of labor increases, in the same proportion the 
burden of toil also increases, whether by prolongation 
of the working hours, by the increase of the work ex- 
acted in a given time, or by increased speed of machin- 
ery, etc. 

Modern Industry has converted the little workshop 
of the patriarchal master into the great factory of the 
industrial capitalist. Masses of laborers, crowded into 
the factory, are organized like soldiers. As privates of 
the industrial army, they are placed under the com- 
mand of a perfect hierarchy of officers and sergeants. 
Not only are they slaves of the bourgeois class, and of 
the bourgeois state; they are daily and hourly enslaved 
by the machine, by the overlooker, and, above all, in 
the individual bourgeois manufacturer himself. The 
more openly this despotism proclaims gain to be its 
end and aim, the more petty, the more hateful and the 
more embittering it is. 

The less the skill and exertion of strength implied 
in manual labor, in other words, the more modern in- 
dustry becomes developed, the more is the labor of men 
superseded by that of women. Differences of age and 
sex have no longer any distinctive social validity for 
the working class. All are instruments of labor, more or 
less expensive to use, according to their age and sex. 

No sooner is the exploitation of the laborer by the 
manufacturer, so far at an end, that he receives his 
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wages in cash, than he is set upon by the other portion 
of the bourgeoisie, the landlord, the shopkeeper, the 
pawnbroker, etc. 

The lower strata of the middle class—the small 
tradespeople, shopkeepers, and retired tradesmen gen- 
erally, the handicraftsmen and peasants—all these sink 
gradually into the proletariat, partly because their di- 
minutive capital does not suffice for the scale on which 
Modern Industry is carried on, and is swamped in the 
competition with the large capitalists, partly because 
their specialized skill is rendered worthless by new 
methods of production. Thus, the proletariat is re- 
cruited from all classes of the population. 

The proletariat goes through various stages of de- 
velopment. With its birth begins its struggle with the 
bourgeoisie. At first, the contest is carried on by indi- 
vidual laborers, then by the work of people of a fac- 
tory, then by the operative of one trade, in one locality, 
against the individual bourgeois who directly exploits 
them. They direct their attacks not against the bour- 
geois condition of production, but against the instru- 
ments of production themselves; they destroy 
imported wares that compete with their labor, they 
smash to pieces machinery, they set factories ablaze, 
they seek to restore by force the vanished status of the 
workman of the Middle Ages. 

At this stage, the laborers still form an incoherent 
mass scattered over the whole country, and broken up 
by their mutual competition. If anywhere they unite 
to form more compact bodies, this is not yet the conse- 
quence of their own active union, but of the union of 
the bourgeoisie, which class, in order to attain its own 
political ends, is compelled to set the whole proletariat 
in motion, and is moreover yet, for a time, able to do 
so. At this stage, therefore, the proletarians do not fight 
their enemies, but the enemies of their enemies, the 
remnants of absolute monarchy, the landowners, the 
non-industrial bourgeois, the petty bourgeois. Thus, the 
whole historical movement is concentrated in the 
hands of the bourgeoisie; every victory so obtained is 
a victory for the bourgeoisie. 

But with the development of industry, the prole- 
tariat not only increases in number; it becomes con- 
centrated in greater masses, its strength grows, and it 
feels that strength more. The various interests and con- 
ditions of life within the ranks of the proletariat are 
more and more equalized, in proportion as machinery 
obliterates all distinctions of labor, and nearly every- 
where reduces wages to the same low level. The grow- 
ing competition among the bourgeois, and the resulting 
commercial crises, make the wages of the workers ever 
more fluctuating. The increasing improvement of ma- 
chinery, ever more rapidly developing, makes their 
livelihood more and more precarious; the collisions 
between individual workmen and individual bourgeois 
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take more and more the character of collisions between 
two classes. Thereupon, the workers begin to form com- 
binations (trade unions) against the bourgeois; they 
club together in order to keep up the rate of wages; 
they found permanent associations in order to make 
provision beforehand for these occasional revolts. Here 
and there, the contest breaks out into riots. 

Now and then the workers are victorious, but only 
for a time. The real fruit of their battles lie not in the 
immediate result, but in the ever expanding union of 
the workers. This union is helped on by the improved 
means of communication that are created by Modern 
Industry, and that place the workers of different locali- 
ties in contact with one another. It was just this contact 
that was needed to centralize the numerous local 
struggles, all of the same character, into one national 
struggle between classes. But every class struggle is a 
political struggle. And that union, to attain which the 
burghers of the Middle Ages, with their miserable high- 
ways, required centuries, the modern proletarian, 
thanks to railways, achieve in a few years. 

This organization of the proletarians into a class, 
and, consequently, into a political party, is continually 
being upset again by the competition between the 
workers themselves. But it ever rises up again, stron- 
ger, firmer, mightier. It compels legislative recognition 
of particular interests of the workers, by taking advan- 
tage of the divisions among the bourgeoisie itself. Thus, 
the Ten-Hours Bill in England was carried. 

Altogether, collisions between the classes of the old 
society further in many ways the course of develop- 
ment of the proletariat. The bourgeoisie finds itself in- 
volved ina constant battle. At first with the aristocracy; 
later on, with those portions of the bourgeoisie itself, 
whose interests have become antagonistic to the 
progress of industry; at all times with the bourgeoisie 
of foreign countries. In all these battles, it sees itself 
compelled to appeal to the proletariat, to ask for help, 
and thus to drag it into the political arena. The bour- 
geoisie itself, therefore, supplies the proletariat with 
its own elements of political and general education, in 
other words, it furnishes the proletariat with weapons 
for fighting the bourgeoisie. 

Further, as we have already seen, entire sections 
of the ruling class are, by the advance of industry, pre- 
cipitated into the proletariat, or are at least threatened 
in their conditions of existence. These also supply the 
proletariat with fresh elements of enlightenment and 
progress. 

Finally, in times when the class struggle nears the 
decisive hour, the progress of dissolution going on 
within the ruling class, in fact within the whole range 
of old society, assumes such a violent, glaring charac- 
ter, that a small section of the ruling class cuts itself 
adrift, and joins the revolutionary class, the class that 
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holds the future in its hands. Just as, therefore, at an 
earlier period, a section of the nobility went over to 
the bourgeoisie, so now a portion of the bourgeoisie 
goes over to the proletariat, and in particular, a portion 
of the bourgeois ideologists, who have raised them- 
selves to the level of comprehending theoretically the 
historical movement as a whole. 

Of all the classes that stand face to face with the 
bourgeoisie today, the proletariat alone is a genuinely 
revolutionary class. The other classes decay and finally 
disappear in the face of Modern Industry; the prole- 
tariat is its special and essential product. 

The lower middle class, the small manufacturer, 
the shopkeeper, the artisan, the peasant, all these fight 
against the bourgeoisie, to save from extinction their 
existence as fractions of the middle class. They are 
therefore not revolutionary, but conservative. Nay, 
more, they are reactionary, for they try to roll back the 
wheel of history. If, by chance, they are revolutionary, 
they are only so in view of their impending transfer 
into the proletariat; they thus defend not their present, 
but their future interests; they desert their own stand- 
point to place themselves at that of the proletariat. 

The “dangerous class,” the social scum, that pas- 
sively rotting mass thrown off by the lowest layers of 
the old society, may, here and there, be swept into the 
movement by a proletarian revolution; its conditions 
of life, however, prepare it far more for the part of a 
bribed tool of reactionary intrigue. 

In the condition of the proletariat, those of old so- 
ciety at large are already virtually swamped. The pro- 
letarian is without property; his relation to his wife and 
children has no longer anything in common with the 
bourgeois family relations; modern industry labor, 
modern subjection to capital, the same in England as 
in France, in America as in Germany, has stripped him 
of every trace of national character. Law, morality, reli- 
gion, are to him so many bourgeois prejudices, behind 
which lurk in ambush just as many bourgeois interests. 

All the preceding classes that got the upper hand 
sought to fortify their already acquired status by sub- 
jecting society at large to their conditions of appropria- 
tion. The proletarians cannot become masters of the 
productive forces of society, except by abolishing their 
own previous mode of appropriation, and thereby also 
every other previous mode of appropriation. They 
have nothing of their own to secure and to fortify; their 
mission is to destroy all previous securities for, and in- 
surances of, individual property. 

All previous historical movements were move- 
ments of minorities, or in the interest of minorities. The 
proletarian movement is the self-conscious, indepen- 
dent movement of the immense majority, in the inter- 
est of the immense majority. The proletariat, the lowest 
stratum of our present society, cannot stir, cannot raise 
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itself up, without the whole superincumbent strata of 
official society being sprung into the air. 

Though notin substance, yet in form, the struggle 
of the proletariat with the bourgeoisie is at first a 
national struggle. The proletariat of each country 
must, of course, first of all settle matters with its own 
bourgeoisie. 

In depicting the most general phases of the de- 
velopment of the proletariat, we traced the more or 
less veiled civil war, raging within existing society, up 
to the point where that war breaks out into open revo- 
lution, and where the violent overthrow of the bour- 
geoisie lays the foundation for the sway of the 
proletariat. 

Hitherto, every form of society has been based, as 
we have already seen, on the antagonism of oppress- 
ing and oppressed classes. But in order to oppress a 
class, certain conditions must be assured to it under 
which it can, at least, continue its slavish existence. The 
serf, in the period of serfdom, raised himself to mem- 
bership in the commune, just as the petty bourgeois, 
under the yoke of the feudal absolutism, managed to 
develop into a bourgeois. The modern laborer, on the 
contrary, instead of rising with the process of industry, 
sinks deeper and deeper below the conditions of exist- 
ence of his own class. He becomes a pauper, and pau- 
perism develops more rapidly than population and 
wealth. And here it becomes evident that the bourgeoi- 
sie is unfit any longer to be the ruling class in society, 
and to impose its conditions of existence upon society 
as an overriding law. It is unfit to rule because it is in- 
competent to assure an existence to its slave within his 
slavery, because it cannot help letting him sink into 
such a state, that it has to feed him, instead of being 
fed by him. Society can no longer live under this bour- 
geoisie, in other words, its existence is no longer com- 
patible with society. 

The essential condition for the existence and for 
the sway of the bourgeois class is the formation and 
augmentation of capital; the condition for capital is 
wage labor. Wage labor rests exclusively on competi- 
tion between the laborers. The advance of industry, 
whose involuntary promoter is the bourgeoisie, re- 
places the isolation of the laborers, due to competition, 
by the revolutionary combination, due to association. 
The development of Modern Industry, therefore, cuts 
from under its feet the very foundation on which the 
bourgeoisie produces and appropriates products. What 
the bourgeoisie therefore produces, above all, are its 
own grave-diggers. Its fall and the victory of the prole- 
tariat are equally inevitable. 


Notes 
1. By bourgeoisie is meant the class of modern capitalists, 
owners of the means of social production and employers of 
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wage labor. By proletariat, the class of modern wage labor- 
ers who, having no means of production of their own, are 
reduced to selling their labor power in order to live. [Note 
by Engels, 1888 English edition] 

2. That is, all “written” history. In 1847, the pre-history 
of society, the social organization existing previous to re- 
corded history, all but unknown. Since then, August von 
Haxthausen (1792-1866) discovered common ownership of 
land in Russia, Georg Ludwig von Maurer proved it to be 
the social foundation from which all Teutonic races started 
in history, and, by and by, village communities were found 
to be, or to have been, the primitive form of society every- 
where from India to Ireland. The inner organization of this 
primitive communistic society was laid bare, in its typical 
form, by Lewis Henry Morgan’s (1818-1861) crowning dis- 
covery of the true nature of the gens and its relation to the 
tribe. With the dissolution of the primeaval communities, 
society begins to be differentiated into separate and finally 
antagonistic classes. I have attempted to retrace this disso- 
lution in Der Ursprung der Familie, des Privateigenthumus und 
des Staats, second edition, Stuttgart, 1886. [Engels, 1888 En- 
glish edition] 

3. Guild-master, that is, a full member of a guild, a master 
within, not a head of a guild. [Engels, 1888 English edition] 

4. This was the name given their urban communities by 
the townsmen of Italy and France, after they had purchased 
or conquered their initial rights of self-government from their 
feudal lords. [Engels, 1890 German edition] 

“Commune” was the name taken in France by the nascent 
towns even before they had conquered from their feudal 
lords and masters local self-government and political rights 
as the “Third Estate.” Generally speaking, for the economi- 
cal development of the bourgeoisie, England is here taken 
as the typical country, for its political development, France. 
[Engels, 1888 English edition] 


Source: “Manifesto of the Communist Party,” http:// 
csf.colorado.edu/psn/marx/archive/1848-cm/cm.html (ac- 
cessed July 2003). 


ROYAL NIGER COMPANY 
CONTRACT (1886) 


George Goldie Taubman, a British colonial administrator 
who engaged in trade along the Niger River beginning in 
the 1870s, formed the Royal Niger Company. He received a 
charter for his company in 1886. Under the terms of the 
charter, he was granted the authority over both political and 
economic activities throughout Nigeria. The company pre- 
vented French and German attempts to establish forts and 
trading relationships with the Nigerians. His success re- 
sulted in the British controlling all trade throughout the 
region. The following contract was the standard document 
used when Taubman negotiated a trade agreement with the 
local chiefs. It prohibits trade with other foreigners and pro- 
vides the company with power over political decisions such 
as war as well as the right to mine, farm, or build any- 
where. The local chiefs usually did not understand the terms 
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of the contract but any violation gave the company justifi- 
cation for exercising even greater control. 


We, the undersigned Chiefs of , with the 
view to bettering of the condition of our country and 
people, do this day cede to the Royal Niger Company, 
for ever, the whole of our territory extending from 


We also give to the said Royal Niger Company full 
power to settle all native disputes arising from any 
cause whatever, and we pledge ourselves not to enter 
into any war with other tribes without the sanction of 
the said Royal Niger Company. 

We understand that the said Royal Niger Company 
have full power to mine, farm, and build in any por- 
tion of our country. 

We bind ourselves not to have any intercourse with 
any strangers or foreigners except through the said 
Royal Niger Company. 

In consideration of the foregoing, the said Royal 
Niger Company (Chartered and Limited) bind them- 
selves not to interfere with any of the native laws or 
customs of the country, consistently with the mainte- 
nance of order and good government. 

The said Royal Niger Company agree to pay na- 
tive owners of land a reasonable amount for any por- 
tion they may require. 

The said Royal Niger Company bind themselves 
to protect the said Chiefs from the attacks of any neigh- 
boring aggressive tribes. 

The said Royal Niger Company also agree to pay 
the said Chiefs measures native value. 

We, the undersigned witnesses, do hereby sol- 
emnly declare that the Chiefs whose names 
are placed opposite their respective crosses have in our 
presence affixed their crosses of their own free will and 
consent, and that the said has in our pres- 
ence affixed his signature. 


Done in triplicate at , this day 
of ,188_. 

Declaration by interpreter. I, ; 
of , do hereby solemnly declare that 


Iam well acquainted with the language of the country, 
and that on the day of , 188__, 
I truly and faithfully explained the above Agreement 
to all the Chiefs present, and that they understood its 
meaning. 


Source: “Imperialism: Sample of Native Treaty,” http:// 
web.jjay.cuny.edu/~jobrien/reference/ob43.html (accessed 
September 2003). 
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CONVENTION RESPECTING THE 
FREE NAVIGATION OF THE SUEZ 
MARITIME CANAL (1888) 


The Convention of Constantinople was signed by all the major 
European powers on October 29, 1888. The main objective 
of the convention was to secure unrestricted use of the canal 
in peacetime as well as during war. No ship, regardless of its 
origin, was to be denied use even if its country was at war. 
Great Britain was the guarantor of the neutrality of the ca- 
nal, and management of the canal became the responsibility 
of the Suez Canal Company, of which the British owned a 
majority of the stock. In 1936, the Anglo-Egyptian Treaty 
was signed and British troops continued to protect the area. 
But after World War IL, the Egyptian government and people 
pushed for the withdrawal of British forces—a feat accom- 
plished in June 1956. Since then, the canal was closed to 
ocean traffic from October 1956 to April 1957 as a result of a 
war between Egypt and Britain, France, and Israel and a 
second time during the Arab-Israeli War in 1967. The canal 
remained closed until 1975, when Israel withdrew from the 
Sinai peninsula. During the late eighteenth and early nine- 
teenth centuries, the Suez Canal was important for trade 
between the Indian Ocean and Europe, especially after the 
introduction of steamships, which cut the travel time by 51 
percent. Because of the two closures, the canal lost much of 
its traffic. The newer, larger ships such as super oil tankers 
were too large to pass through the canal. In 1997, the Egyp- 
tian government announced that fees would be reduced and 
the canal deepened to accommodate all ships, but the work 
has not been completed. 


(Constantinople, October 29, 1888) 
Entry into force generally: December 22, 1888 


CONVENTION RESPECTING THE FREE 
NAVIGATION OF THE SUEZ MARITIME CANAL 


In the name of Almighty God. 


Her Majesty the Queen of the United Kingdom of 
Great Britain and Ireland, Empress of India; His Maj- 
esty the Emperor of Germany, King of Prussia; His 
Majesty the Emperor of Austria, King of Bohemia, etc, 
and Apostolic King of Hungary; His Majesty the King 
of Spain, and in his name the Queen Regent of the 
Kingdom; the President of the French Republic; His 
Majesty the King of Italy; His Majesty the King of the 
Netherlands, Grand Duke of Luxembourg, etc; His 
Majesty the Emperor of all the Russias; and His Maj- 
esty the Emperor of the Ottomans; wishing to estab- 
lish, by a Conventional Act, a definite system destined 
to guarantee at all times, and for all the Powers, the 
free use of the Suez Maritime Canal, and thus to com- 
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plete the system under which the navigation of this 
Canal has been placed by the Firman of His Imperial 
Majesty the Sultan, dated 22 February 1866 (2 Zilkadé, 
1281),' and sanctioning the concessions of His High- 
ness the Khedive, have named as their Plenipotentia- 
ries, that is to say: 


[Names of plenipotentiaries not listed here.] 


Who, having communicated to each other their respec- 
tive full powers, found in good and due form, have 
agreed upon the following Articles: 


Article I 
The Suez Maritime Canal shall always be free and open, 
in time of war as in time of peace, to every vessel of 
commerce or of war, without distinction of flag. 
Consequently, the High Contracting Parties agree 
not in any way to interfere with the free use of the 
Canal, in time of war as in time of peace. 
The Canal shall never be subjected to the exercise 
of the right of blockade. 


Article II 
The High Contracting Parties, recognizing that the 
Fresh-Water Canal is indispensable to the Maritime 
Canal, take note of the engagements of His Highness 
the Khedive towards the Universal Suez Canal Com- 
pany as regards the Fresh-Water Canal; which engage- 
ments are stipulated in a Convention bearing date 18 
March 1863,7 containing an exposé and four Articles. 
They undertake not to interfere in any way with 
the security of that Canal and its branches, the work- 
ing of which shall not be exposed to any attempt at 
obstruction. 


Article III 

The High Contracting Parties likewise undertake to 
respect the plant, establishments, buildings and works 
of the Maritime Canal and of the Fresh-Water Canal. 


Article IV 
The Maritime Canal remaining open in time of war as 
a free passage, even to the ships of war of belligerents, 
according to the terms of Article I of the present Treaty, 
the High Contracting Parties agree that no right of war, 
no act of hostility, nor any act having for its object to 
obstruct the free navigation of the Canal, shall be com- 
mitted in the Canal and its ports of access, as well as 
within a radius of three marine miles from those ports, 
even though the Ottoman Empire should be one of the 
belligerent Powers. 

Vessels of war of belligerents shall not revictual or 
take in stores in the Canal and its ports of access, ex- 
cept in so far as may be strictly necessary. The transit 
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of the aforesaid vessels through the Canal shall be ef- 
fected with the least possible delay, in accordance with 
the regulations in force, and without any other inter- 
mission than that resulting from the necessities of the 
service. 

Their stay at Port Said and in the roadstead of Suez 
shall not exceed 24 hours, except in case of distress. In 
such case they shall be bound to leave as soon as pos- 
sible. An interval of 24 hours shall always elapse be- 
tween the sailing of a belligerent ship from one of the 
ports of access and the departure of a ship belonging 
to the hostile Power. 


Article V 

In time of war belligerent Powers shall not disembark 
nor embark within the Canal and its ports of access 
either troops, munitions or materials of war. But in case 
of an accidental hindrance in the Canal, men may be 
embarked or disembarked at the ports of access by de- 
tachments not exceeding 1,000 men, with a correspond- 
ing amount of war material. 


Article VI 
Prizes shall be subjected, in all respects, to the same 
rules as the vessels of war of belligerents. 


Article VII 

The Powers shall not keep any vessel of war in the 
waters of the Canal (including Lake Timsah and the 
Bitter Lakes). 

Nevertheless, they may station vessels of war in 
the ports of access of Port Said and Suez, the number 
of which shall not exceed two for each Power. 

This right shall not be exercised by belligerents. 


Article VIII 

The Agents in Egypt of the Signatory Powers of the 
present Treaty shall be charged to watch over its ex- 
ecution. In case of any event threatening the security 
or the free passage of the Canal, they shall meet on 
the summons of three of their number under the presi- 
dency of their Doyen, in order to proceed to the nec- 
essary verifications. They shall inform the Khedivial 
Government of the danger which they may have per- 
ceived, in order that that Government may take 
proper steps to insure the protection and the free use 
of the Canal. Under any circumstances, they shall 
meet once a year to take note of the due execution of 
the Treaty. 

The last-mentioned meetings shall take place un- 
der the presidency of a Special Commissioner nomi- 
nated for that purpose by the Imperial Ottoman 
Government. A Commissioner of the Khedive may also 
take part in the meeting, and may preside over it in 
case of the absence of the Ottoman Commissioner. 
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They shall especially demand the suppression of 
any work or the dispersion of any assemblage on ei- 
ther bank of the Canal, the object or effect of which 
might be to interfere with the liberty and the entire 
security of the navigation. 


Article IX 

The Egyptian Government shall, within the limits of 
its powers resulting from the Firmans, and under the 
conditions provided for in the present Treaty, take the 
necessary measures for insuring the execution of the 
said Treaty. 

In case the Egyptian Government should not have 
sufficient means at its disposal, it shall call upon the 
Imperial Ottoman Government, which shall take the 
necessary measures to respond to such appeal; shall 
give notice thereof to the Signatory Powers of the Dec- 
laration of London of 17 March 1885;? and shall, if neces- 
sary, concert with them on the subject. 

The provisions of Articles IV, V, VII and VIII shall 
not interfere with the measures which shall be taken 
in virtue of the present Article. 


Article X 

Similarly, the provisions of Articles IV, V, VII and VIII, 
shall not interfere with the measures which His Maj- 
esty the Sultan and His Highness the Khedive, in the 
name of His Imperial Majesty, and within the limits of 
the Firmans granted, might find it necessary to take 
for securing by their own forces the defence of Egypt 
and the maintenance of public order. 

In case His Imperial Majesty the Sultan, or His 
Highness the Khedive, should find it necessary to avail 
themselves of the exceptions for which this Article pro- 
vides, the Signatory Powers of the Declaration of Lon- 
don shall be notified thereof by the Imperial Ottoman 
Government. 

It is likewise understood that the provisions of the 
four Articles aforesaid shall in no case occasion any 
obstacle to the measures which the Imperial Ottoman 
Government may think it necessary to take in order 
to insure by its own forces the defence of its other 
possessions situated on the eastern coast of the Red 
Sea. 


Article XI 

The measures which shall be taken in the cases pro- 
vided for by Articles IX and X of the present Treaty shall 
not interfere with the free use of the Canal. In the same 
cases, the erection of permanent fortifications contrary 
to the provisions of Article VIII is prohibited. 


Article XII 
The High Contracting Parties, by application of the 
principle of equality as regards the free use of the Ca- 
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nal, a principle which forms one of the bases of the 
present Treaty, agree that none of them shall endeav- 
our to obtain with respect to the Canal territorial or 
commercial advantages or privileges in any interna- 
tional arrangements which may be concluded. More- 
over the rights of Turkey as the territorial Power are 
reserved. 


Article XIII 

With the exception of the obligations expressly pro- 
vided by the clauses of the present Treaty, the sover- 
eign rights of His Imperial Majesty the Sultan, and 
the rights and immunities of His Highness the 
Khedive, resulting from the Firmans, are in no way 
affected. 


Article XIV 

The High Contracting Parties agree that the engage- 
ments resulting from the present Treaty shall not be 
limited by the duration of the Acts of Concession of 
the Universal Suez Canal Company. 


Article XV 
The stipulations of the present Treaty shall not inter- 
fere with the sanitary measures in force in Egypt. 


Article XVI 


The High Contracting Parties undertake to bring the 
present Treaty to the knowledge of the States which 
have not signed it, inviting them to accede to it. 


Article XVII 

The present Treaty shall be ratified, and the ratifica- 
tions shall be exchanged at Constantinople within the 
space of one month, or sooner if possible.’ 


IN FAITH OF WHICH the respective Plenipotentiaries 
have signed the present Treaty, and have affixed to it 
the seal of their arms. 


DONE at Constantinople, the 29th day of the month 
of October, in the year 1888. 


[Signatures not reproduced here.] 


Notes 

1. SP 56, p. 293. 

2. SP 55, p. 999. 

3. Hertslet 17, p. 349. 

4. Instrument of ratification deposited for United King- 
dom, 22 December 1888. Applies to Australia. 


Source: “Convention Respecting the Free Navigation of 
the Suez Maritime Canal,” www.austlii.edu.au/au/other/dfat/ 
treaties/1901/127.html (accessed September 2003). 
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FIRST OPEN DOOR NOTE (1899) 


After the United States became a power in East Asia with 
the acquisition of the Philippines at the end of the Spanish- 
American War in 1898, the administration of William 
McKinley turned its attention toward China. European pow- 
ers had already developed spheres of influence in China and 
had been granted the right of extraterritoriality (the right of 
their subjects to be tried under their laws for offenses com- 
mitted in China, instead of under Chinese law). Secretary of 
State John Hay sent the first open door note to France, Ger- 
many, Great Britain, Italy, Japan, and Russia in 1899. Hay 
proposed that China’s treaty ports be open to all nations and 
that the country’s territorial and political integrity be re- 
spected. All of the recipients evaded answering Hay by stat- 
ing that the other countries must comply first. In May 1900, 
Hay announced the acceptance of the policy; only Japan ob- 
jected. Following Hay’s announcement, the Chinese at- 
tempted to eliminate all foreign influence during the Boxer 
Rebellion. After the European powers suppressed the upris- 
ing, Hay sent a second open door note to the major powers 
that emphasized the importance of free and open trade. 


[John Hay to Andrew D. White] 


Department of State, Washington, September 6, 1899 


At the time when the Government of the United States 
was informed by that of Germany that it had leased 
from His Majesty the Emperor of China the port of 
Kiao-chao and the adjacent territory in the province of 
Shantung, assurances were given to the ambassador 
of the United States at Berlin by the Imperial German 
minister for foreign affairs that the rights and privi- 
leges insured by treaties with China to citizens of the 
United States would not thereby suffer or be in anywise 
impaired within the area over which Germany had 
thus obtained control. 

More recently, however, the British Government 
recognized by a formal agreement with Germany the 
exclusive right of the latter country to enjoy in said 
leased area and the contiguous “sphere of influence or 
interest” certain privileges, more especially those re- 
lating to railroads and mining enterprises; but as the 
exact nature and extent of the rights thus recognized 
have not been clearly defined, it is possible that seri- 
ous conflicts of interest may at any time arise not only 
between British and German subjects within said area, 
but that the interests of our citizens may also be jeop- 
ardized thereby. 

Earnestly desirous to remove any cause of irrita- 
tion and to insure at the same time to the commerce of 
all nations in China the undoubted benefits which 
should accrue from a formal recognition by the vari- 
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ous powers claiming “spheres of interest” that they 
shall enjoy perfect equality of treatment for their com- 
merce and navigation within such “spheres,” the Gov- 
ernment of the United States would be pleased to see 
His German Majesty’s Government give formal assur- 
ances, and lend its cooperation in securing like assur- 
ances from the other interested powers, that each, 
within its respective sphere of whatever influence— 


First. Will in no way interfere with any treaty port or 
any vested interest within any so-called “sphere of in- 
terest” or leased territory it may have in China. 


Second. That the Chinese treaty tariff of the time be- 
ing shall apply to all merchandise landed or shipped 
to all such ports as are within said “sphere of interest” 
(unless they be “free ports”), no matter to what nation- 
ality it may belong, and that duties so leviable shall be 
collected by the Chinese Government. 


Third. That it will levy no higher harbor dues on ves- 
sels of another nationality frequenting any portin such 
“sphere” than shall be levied on vessels of its own na- 
tionality, and no higher railroad charges over lines built, 
controlled, or operated within its “sphere” on merchan- 
dise belonging to citizens or subjects of other nation- 
alities transported through such “sphere” than shall be 
levied on similar merchandise belonging to its own 
nationals transported over equal distances. 

The liberal policy pursued by His Imperial German 
Majesty in declaring Kiao-chao a free port and in aid- 
ing the Chinese Government in the establishment there 
of a customhouse are so clearly in line with the propo- 
sition which this Government is anxious to see recog- 
nized that it entertains the strongest hope that Germany 
will give its acceptance and hearty support. The recent 
ukase of His Majesty the Emperor of Russia declaring 
the port of Ta-lien-wan open during the whole of the 
lease under which it is held from China to the mer- 
chant ships of all nations, coupled with the categorical 
assurances made to this Government by His Imperial 
Majesty’s representative at this capital at the time and 
since repeated to me by the present Russian ambassa- 
dor, seem to insure the support of the Emperor to the 
proposed measure. Our ambassador at the Court of St. 
Petersburg has in consequence, been instructed to sub- 
mit it to the Russian Government and to request their 
early consideration of it. A copy of my instruction on 
the subject to Mr. Tower is herewith inclosed for your 
confidential information. 

The commercial interests of Great Britain and Ja- 
pan will be so clearly observed by the desired declara- 
tion of intentions, and the views of the Governments 
of these countries as to the desirability of the adoption 
of measures insuring the benefits of equality of treat- 
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ment of all foreign trade throughout China are so simi- 
lar to those entertained by the United States, that their 
acceptance of the propositions herein outlined and 
their cooperation in advocating their adoption by the 
other powers can be confidently expected. I inclose 
herewith copy of the instruction which I have sent to 
Mr. Choate on the subject. 

In view of the present favorable conditions, you 
are instructed to submit the above considerations to 
His Imperial German Majesty’s Minister for Foreign 
Affairs, and to request his early consideration of the 
subject. 


Source: Papers Relating to the Foreign Relations of the United 
States, 1899 (Washington, DC: U.S. Government Printing Of- 
fice, 1900), 129-130. Identical notes, with the necessary 
changes, were sent on the same day to Germany, Russia, and 
England. Similar notes were sent later to Japan, Italy, and 
France. 


PANAMA CANAL TREATY OF 1903 


The United States, Great Britain, and France had all expressed 
interest in building a canal across the isthmus that separated 
the Atlantic and Pacific Oceans since colonial times. By the 
mid-1800s, a French company under Ferdinand de Lesseps, 
who had just finished construction on the Suez Canal, began 
construction in Panama, a province of Colombia. However, 
malaria and technological difficulties hampered their efforts, 
forcing the company to near bankruptcy. The French offered 
their contract and assets for sale to the United States and 
Great Britain, two countries that had signed an earlier agree- 
ment to undertake such a project only on a joint basis. The 
British were not interested at the time and the United States 
was able to negotiate a second treaty to release it from its 
former obligation. The Hay-Herran Treaty was then signed 
between the United States and Colombia with an additional 
payment being made to the French for their assets and con- 
tract for the right-of-way. The Colombian government re- 
fused to ratify the treaty immediately, hoping instead to stall 
until the contract of the French company had expired so that 
Colombia could also get that money. President Theodore 
Roosevelt was informed that the Panamanian people were on 
the verge of declaring their independence from Colombia, so 
he sent a US. battleship into the harbor to secure their suc- 
cess. The following second treaty was then signed with the 
newly founded government of Panama, with one of the direc- 
tors of the French company as a self-appointed representative 
who negotiated the treaty. The Panama Canal shortened the 
travel time between the two oceans and helped link the East 
and West Coasts of the United States. 


Concluded November 18, 1903; ratification advised by 
the Senate February 23, 1904; ratified by President Feb- 
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ruary 25, 1904; ratifications exchanged February 26, 
1904; proclaimed February 26, 1904. (U.S. Stats., vol. 
33.) 

The United States of America and the Republic of 
Panama being desirous to insure the construction of a 
ship canal across the Isthmus of Panama to connect the 
Atlantic and Pacific oceans, and the Congress of the 
United States of America having passed an act approved 
June 28, 1902, in furtherance of that object, by which the 
President of the United States is authorized to acquire 
within a reasonable time the control of the necessary 
territory of the Republic of Colombia, and the sover- 
eignty of such territory being actually vested in the Re- 
public of Panama, the high contracting parties have 
resolved for that purpose to conclude a convention and 
have accordingly appointed as their plenipotentiaries, 

The President of the United States of America, John 
Hay, Secretary of State, and the Government of the 
Republic of Panama, Philippe Bunau-Varilla, Envoy 
Extraordinary and Minister Plenipotentiary of the Re- 
public of Panama, thereunto specially empowered by 
said government, who after communicating with each 
other their respective full powers, found to be in good 
and due form, have agreed upon and concluded the 
following articles: 


ARTICLE I 
The United States guarantees and will maintain the 
independence of the Republic of Panama. 


ARTICLE II 

The Republic of Panama grants to the United States in 
perpetuity the use, occupation and control of a zone of 
land and land under water for the construction, main- 
tenance, operation, sanitation and protection of said 
Canal of the width of ten miles extending to the dis- 
tance of five miles on each side of the center line of the 
route of the Canal to be constructed; the said zone be- 
ginning in the Caribbean Sea three marine miles from 
mean low water mark and extending to and across the 
Isthmus of Panama into the Pacific ocean to a distance 
of three marine miles from mean low water mark with 
the proviso that the cities of Panama and Colon and 
the harbors adjacent to said cities, which are included 
within the boundaries of the zone above described, 
shall not be included within this grant. The Republic 
of Panama further grants to the United States in per- 
petuity the use, occupation and control of any other 
lands and waters outside of the zone above described 
which may be necessary and convenient for the con- 
struction, maintenance, operation, sanitation and pro- 
tection of the said Canal or of any auxiliary canals or 
other works necessary and convenient for the construc- 
tion, maintenance, operation, sanitation and protection 
of the said enterprise. 
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The Republic of Panama further grants in like man- 
ner to the United States in perpetuity all islands within 
the limits of the zone above described and in addition 
thereto the group of small islands in the Bay of Panama, 
named, Perico, Naos, Culebra and Flamenco. 


ARTICLE III 

The Republic of Panama grants to the United States all 
the rights, power and authority within the zone men- 
tioned and described in Article II of this agreement and 
within the limits of all auxiliary lands and waters men- 
tioned and described in said Article II which the United 
States would possess and exercise if it were the sover- 
eign of the territory within which said lands and wa- 
ters are located to the entire exclusion of the exercise 
by the Republic of Panama of any such sovereign rights, 
power or authority. 


ARTICLE IV 

As rights subsidiary to the above grants the Republic 
of Panama grants in perpetuity to the United States 
the right to use the rivers, streams, lakes and other bod- 
ies of water within its limits for navigation, the supply 
of water or water-power or other purposes, so far as 
the use of said rivers, streams, lakes and bodies of wa- 
ter and the waters thereof may be necessary and con- 
venient for the construction, maintenance, operation, 
sanitation and protection of the said Canal. 


ARTICLE V 

The Republic of Panama grants to the United States in 
perpetuity a monopoly for the construction, mainte- 
nance and operation of any system of communication 
by means of canal or railroad across its territory be- 
tween the Caribbean Sea and the Pacific Ocean. 


ARTICLE VI 

The grants herein contained shall in no manner invali- 
date the titles or rights of private land holders or own- 
ers of private property in the said zone or in or to any 
of the lands or waters granted to the United States by 
the provisions of any Article of this treaty, nor shall they 
interfere with the rights of way over the public roads 
passing through the said zone or over any of the said 
lands or waters unless said rights of way or private 
rights shall conflict with rights herein granted to the 
United States in which case the rights of the United 
States shall be superior. All damages caused to the 
owners of private lands or private property of any kind 
by reason of the grants contained in this treaty or by 
reason of the operations of the United States, its agents 
or employees, or by reason of the construction, main- 
tenance, operation, sanitation and protection of the said 
Canal or of the works of sanitation and protection 
herein provided for, shall be appraised and settled by 
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a joint Commission appointed by the Governments of 
the United States and the Republic of Panama, whose 
decisions as to such damages shall be final and whose 
awards as to such damages shall be paid solely by the 
United States. No part of the work on said Canal or the 
Panama railroad or on any auxiliary works relating 
thereto and authorized by the terms of this treaty shall 
be prevented, delayed or impeded by or pending such 
proceedings to ascertain such damages. The appraisal 
of said private lands and private property and the as- 
sessment of damages to them shall be based upon their 
value before the date of this convention. 


ARTICLE VII 

The Republic of Panama grants to the United States 
within the limits of the cities of Panama and Colon and 
their adjacent harbors and within the territory adja- 
cent thereto the right to acquire by purchase or by the 
exercise of the right of eminent domain, any lands, 
buildings, water rights or other properties necessary 
and convenient for the construction, maintenance, 
operation and protection of the Canal and of any works 
of sanitation, such as the collection and disposition of 
sewage and the distribution of water in the said cities 
of Panama and Colon, which in the discretion of the 
United States may be necessary and convenient for the 
construction, maintenance, operation, sanitation and 
protection of the said Canal and railroad. All such works 
of sanitation, collection and disposition of sewage and 
distribution of water in the cities of Panama and Colon 
shall be made at the expense of the United States, and 
the Government of the United States, its agents or 
nominees shall be authorized to impose and collect 
water rates and sewerage rates which shall be suffi- 
cient to provide for the payment of interest and the 
amortization of the principal of the cost of said works 
within a period of fifty years and upon the expiration 
of said term of fifty years the system of sewers and 
water works shall revert to and become the properties 
of the cities of Panama and Colon respectively, and the 
use of the water shall be free to the inhabitants of 
Panama and Colon, except to the extent that water rates 
may be necessary for the operation and maintenance 
of said system of sewers and water. 

The Republic of Panama agrees that the cities of 
Panama and Colon shall comply in perpetuity with the 
sanitary ordinances whether of a preventive or cura- 
tive character prescribed by the United States and in 
case the Government of Panama is unable or fails in its 
duty to enforce this compliance by the cities of Panama 
and Colon with the sanitary ordinances of the United 
States the Republic of Panama grants to the United 
States the right and authority to enforce the same. 

The same right and authority are granted to the 
United States for the maintenance of public order in 
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the cities of Panama and Colon and the territories and 
harbors adjacent thereto in case the Republic of Panama 
should not be, in the judgment of the United States, 
able to maintain such order. 


ARTICLE VIII 

The Republic of Panama grants to the United States all 
rights which it now has or hereafter may acquire to be 
property of the New Panama Canal Company and the 
Panama Railroad Company as a result of the transfer 
of sovereignty from the Republic of Colombia to the 
Republic of Panama over the Isthmus of Panama and 
authorizes the New Panama Canal Company to sell and 
transfer to the United States its rights, privileges, prop- 
erties and concessions as well as the Panama Railroad 
and all the shares or part of the shares of that com- 
pany; but the public lands situated outside of the zone 
described in Article II of this treaty now included in 
the concessions to both said enterprises and not re- 
quired in the construction or operation of the Canal 
shall revert to the Republic of Panama except any prop- 
erty now owned by or in the possession of said com- 
panies within Panama or Colon or the ports or 
terminals thereof. 


ARTICLE IX 
The United States agrees that the ports at either en- 
trance of the Canal and the waters thereof, and the 
Republic of Panama agrees that the towns of Panama 
and Colon shall be free for all time so that there shall 
not be imposed or collected custom house tolls, ton- 
nage, anchorage, lighthouse, wharf, pilot, or quaran- 
tine dues or any other charges or taxes of any kind upon 
any vessel using or passing through the Canal or be- 
longing to or employed by the United States, directly 
or indirectly, in connection with the construction, main- 
tenance, operation, sanitation and protection of the 
main Canal, or auxiliary works, or upon the cargo, of- 
ficers, crew, or passengers of any such vessels, except 
such tolls and charges as may be imposed by the United 
States for the use of the Canal and other works, and 
except tolls and charges imposed by the Republic of 
Panama upon merchandise destined to be introduced 
for the consumption of the rest of the Republic of 
Panama, and upon vessels touching at the ports of 
Colon and Panama and which do not cross the Canal. 
The Government of the Republic of Panama shall 
have the right to establish in such ports and in the 
towns of Panama and Colon such houses and guards 
as it may deem necessary to collect duties on importa- 
tions destined to other portions of Panama and to pre- 
vent contraband trade. The United Skates shall have 
the right to make use of the towns and harbors of 
Panama and Colon as places of anchorage, and for 
making repairs, for loading, unloading, depositing, or 
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transshipping cargoes either in transit or destined for 
the service of the Canal and for other works pertain- 
ing to the Canal. 


ARTICLE X 

The Republic of Panama agrees that there shall not be 
imposed any taxes, national, municipal, departmental, 
or of any other class, upon the Canal, the railways and 
auxiliary works, tugs and other vessels employed in 
bye service of the Canal, store houses, work shops, of- 
fices, quarters for laborers, factories of all kinds, ware- 
houses, wharves, machinery and other works, 
property, and effects appertaining to the Canal or rail- 
road and auxiliary works, or their officers or employ- 
ees, situated within the cities of Panama and Colon, 
and that there shall not be imposed contributions or 
charges of a personal character of any kind upon offic- 
ers, employees, laborers, and other individuals in the 
service of the Canal and railroad and auxiliary works. 


ARTICLE XI 

The United States agrees that the official dispatches of 
the Government of the Republic of Panama shall be 
transmitted over any telegraph and telephone lines 
established for canal purposes and used for public and 
private business at rates not higher than those required 
from officials in the service of the United States. 


ARTICLE XII 

The Government of the Republic of Panama shall per- 
mit the immigration and free access to the lands and 
workshops of the Canal and its auxiliary works of all 
employees and workmen of whatever nationality un- 
der contract to work upon or seeking employment 
upon or in any wise connected with the said Canal and 
its auxiliary works, with their respective families, and 
all such persons shall be free and exempt from the mili- 
tary service of the Republic of Panama. 


ARTICLE XIII 

The United States may import at any time into the said 
zone and auxiliary lands, free of custom duties, imposts, 
taxes, or other charges, and without any restrictions, 
any and all vessels, dredges, engines, cars, machinery, 
tools, explosives, materials, supplies, and other articles 
necessary and convenient in the construction, mainte- 
nance, operation, sanitation and protection of the Ca- 
nal and auxiliary works, and all provisions, medicines, 
clothing, supplies and other things necessary and con- 
venient for the officers, employees, workmen and la- 
borers in the service and employ of the United States 
and for their families. If any such articles are disposed 
of for use outside of the zone and auxiliary lands 
granted to the United States and within the territory 
of the Republic, they shall be subject to the same im- 
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port or other duties as like articles imported under the 
laws of the Republic of Panama. 


ARTICLE XIV 

As the price or compensation for the rights, powers and 
privileges granted in this convention by the Republic 
of Panama to the United States, the Government of the 
United States agrees to pay to the Republic of Panama 
the sum of ten million dollars ($10,000,000) in gold coin 
of the United States on the exchange of the ratification 
of this convention and also an annual payment during 
the life of this convention of two hundred and fifty 
thousand dollars ($250,000) in like gold coin, beginning 
nine years after the date aforesaid. 

The provisions of this Article shall be in addition 
to all other benefits assured to the Republic of Panama 
under this convention. 

But no delay or difference of opinion under this 
Article or any other provisions of this treaty shall af- 
fect or interrupt the full operation and effect of this 
convention in all other respects. 


ARTICLE XV 
The joint commission referred to in Article VI shall be 
established as follows: 

The President of the United States shall nominate 
two persons and the President of the Republic of 
Panama shall nominate two persons and they shall 
proceed to a decision; but in case of disagreement of 
the Commission (by reason of their being equally di- 
vided in conclusion) an umpire shall be appointed by 
the two Governments who shall render the decision. 
In the event of the death, absence, or incapacity of a 
Commissioner or Umpire, or of his omitting, declining 
or ceasing to act, his place shall be filled by the appoint- 
ment of another person in the manner above indicated. 
All decisions by a majority of the Commission or by 
the Umpire shall be final. 


ARTICLE XVI 

The two Governments shall make adequate provision 
by future agreement for the pursuit, capture, impris- 
onment, detention and delivery within said zone and 
auxiliary lands to the authorities of the Republic of 
Panama of persons charged with the commitment of 
crimes, felonies or misdemeanors without said zone 
and for the pursuit, capture, imprisonment, detention 
and delivery without said zone to the authorities of 
the United States of persons charged with the commit- 
ment of crimes, felonies and misdemeanors within said 
zone and auxiliary lands. 


ARTICLE XVII 
The Republic of Panama grants to the United States 
the use of all the ports of the Republic open to com- 
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merce as places of refuge for any vessels employed in 
the Canal enterprise, and for all vessels passing or 
bound to pass through the Canal which may be in dis- 
tress and be driven to seek refuge in said ports. Such 
vessels shall be exempt from anchorage and tonnage 
dues on the part of the Republic of Panama. 


ARTICLE XVIII 

The Canal, when constructed, and the entrances 
thereto shall be neutral in perpetuity, and shall be 
opened upon the terms provided for by Section I of 
Article three of, and in conformity with all the stipula- 
tions of, the treaty entered into by the Governments of 
the United States and Great Britain on November 18, 
1901. 


ARTICLE XIX 

The Government of the Republic of Panama shall have 
the right to transport over the Canal its vessels and its 
troops and munitions of war in such vessels at all times 
without paying charges of any kind. The exemption is 
to be extended to the auxiliary railway for the trans- 
portation of persons in the service of the Republic of 
Panama, or of the police force charged with the preser- 
vation of public order outside of said zone, as well as 
to their baggage, munitions of war and supplies. 


ARTICLE XX 

If by virtue of any existing treaty in relation to the ter- 
ritory of the Isthmus of Panama, whereof the obliga- 
tions shall descend or be assumed by the Republic of 
Panama, there may be any privilege or concession in 
favor of the Government or the citizens and subjects 
of a third power relative to an interoceanic means of 
communication which in any of its terms may be in- 
compatible with the terms of the present convention, 
the Republic of Panama agrees to cancel or modify such 
treaty in due form, for which purpose it shall give to 
the said third power the requisite notification within 
the term of four months from the date of the present 
convention, and in case the existing treaty contains no 
clause permitting its modification or annulment, the 
Republic of Panama agrees to procure its modification 
or annulment in such form that there shall not exist 
any conflict with the stipulations of the present con- 
vention. 


ARTICLE XXI 

The rights and privileges granted by the Republic of 
Panama to the United States in the preceding Articles 
are understood to be free of all anterior debts, liens, 
trusts, or liabilities, or concessions or privileges to other 
Governments, corporations, syndicates or individuals, 
and consequently, if there should arise any claims on 
account of the present concessions and privileges or 


otherwise, the claimants shall resort to the Government 
of the Republic of Panama and not to the United States 
for any indemnity or compromise which may be re- 
quired. 


ARTICLE XXII 
The Republic of Panama renounces and grants to the 
United States the participation to which it might be 
entitled in the future earnings of the Canal under 
Article XV of the concessionary contract with Lucien 
N. B. Wyse now owned by the New Panama Canal 
Company and any and all other rights or claims of a 
pecuniary nature arising under or relating to said con- 
cession, or arising under or relating to the concessions 
to the Panama Railroad Company or any extension or 
modification thereof; and it likewise renounces, con- 
firms and grants to the United States, now and hereaf- 
ter, all the rights and property reserved in the said 
concessions which otherwise would belong to Panama 
at or before the expiration of the terms of ninety-nine 
years of the concessions granted to or held by the above 
mentioned party and companies, and all right, title and 
interest which it now has or many hereafter have, in 
and to the lands, canal, works, property and rights held 
by the said companies under said concessions or oth- 
erwise, and acquired or to be acquired by the United 
States from or through the New Panama Canal Com- 
pany, including any property and rights which might 
or may in the future either by lapse of time, forfeiture 
or otherwise, revert to the Republic of Panama, under 
any contracts or concessions, with said Wyse, the Uni- 
versal Panama Canal Company, the Panama Railroad 
Company and the New Panama Canal Company. 
The aforesaid rights and property shall be and are 
free and released from any present or reversionary in- 
terest in or claims of Panama and the title of the United 
States thereto upon consummation of the contemplated 
purchase by the United States from the New Panama 
Canal Company, shall be absolute, so far as concerns 
the Republic of Panama, excepting always the rights of 
the Republic specifically secured under this treaty. 


ARTICLE XXIII 

If it should become necessary at any time to employ 
armed forces for the safety or protection of the Canal, 
or of the ships that make use of the same, or the rail- 
ways and auxiliary works, the United States shall have 
the right, at all times and in its discretion, to use its 
police and its land and naval forces or to establish for- 
tifications for these purposes. 


ARTICLE XXIV 

No change either in the Government or in the laws 
and treaties of the Republic of Panama shall, without 
the consent of the United States, affect any right of the 
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United States under the present convention, or under 
any treaty stipulation between the two countries that 
now exists or may hereafter exist touching the subject 
matter of this convention. 

If the Republic of Panama shall hereafter enter as 
a constituent into any other Government or into any 
union or confederation of states, so as to merge her 
sovereignty or independence in such Government, 
union or confederation, the rights of the United States 
under this convention shall not be in any respect less- 
ened or impaired. 


ARTICLE XXV 

For the better performance of the engagements of this 
convention and to the end of the efficient protection 
of the Canal and the preservation of its neutrality, the 
Government of the Republic of Panama will sell or lease 
to the United States lands adequate and necessary for 
naval or coaling stations on the Pacific coast and on 
the western Caribbean coast of the Republic at certain 
points to be agreed upon with the President of the 
United States. 


ARTICLE XXVI 
This convention when signed by the Plenipotentiaries 
of the Contracting Parties shall be ratified by the re- 
spective Governments and the ratifications shall be 
exchanged at Washington at the earliest date possible. 
In faith whereof the respective Plenipotentiaries 
have signed the present convention in duplicate and 
have hereunto affixed their respective seals. 
Done at the City of Washington the 18th day of 
November in the year of our Lord nineteen hundred 
and three. 


JOHN HAY 
P BUNAU VARILLA 


Source: “Convention for the Construction of a Ship Canal 
(Hay—Bunau-Varilla Treaty), November 18, 1903,” www.yale 
.edu/lawweb/avalon/diplomacy/panama/pan001.htm (ac- 
cessed March 2004). 


FEDERAL RESERVE ACT (1913) 
(EXCERPTS) 


Congress established the Federal Reserve System in 1913. 
The act created the first national banking system since the 
demise of the Second Bank of the United States in 1836. 
During the interim, the United States experienced several 
major panics, in 1837, 1857, 1873, 1893, and 1907. Many of 
these panics were associated with an inadequate money sup- 
ply, such as in 1837, when the closure of the Second Bank of 
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the United States meant the reduction of money, and in 1873, 
when silver was no longer used as legal tender. At other times, 
such as in 1893, many banks overextended credit and then 
realized that they did not have enough reserve funds, a posi- 
tion that forced many institutions into bankruptcy. The Fed- 
eral Reserve System, with its twelve equal branches, was 
designed to provide elasticity in the money supply through 
the manipulation of interest rates and to act as a lender of 
last resort for banks during periods of unusual stringency. 
Since its inception, except for the Great Depression, when 
the board of governors raised instead of lowering interest rates, 
the Federal Reserve System has operated efficiently. By main- 
taining a stable economy in the United States, the Federal 
Reserve has also facilitated trade. 


An Act to provide for the establishment of Federal re- 
serve banks, to furnish an elastic currency, to afford 
means of rediscounting commercial paper, to establish 
a more effective supervision of banking in the United 
States, and for other purposes. 

Be it enacted by the Senate and the House of Rep- 
resentatives of the United States of America in Con- 
gress assembled, That the short title of this Act shall be 
the “Federal Reserve Act.” 

Whenever the word “bank” is used in this Act, the 
word shall be held to include State bank, banking asso- 
ciation, and trust company, except where national banks 
or Federal reserve banks are specifically referred to. 

The terms “national bank” and “national banking 
association” used in this Act shall be held to be syn- 
onymous and interchangeable. The term “member 
bank” shall be held to mean any national bank, State 
bank, or bank or trust company which has become a 
member of one of the reserve banks created by this Act. 
The term “board” shall be held to mean Federal Re- 
serve Boards; the term “district” shall be held to mean 
Federal Reserve district; the term “reserve bank” shall 
be held to mean Federal reserve bank. 


FEDERAL RESERVE DISTRICTS. 

Sec. 2. As soon as practicable, the Secretary of the Trea- 
sury, the Secretary of Agriculture and the Comptroller 
of the Currency, acting as “The Reserve Bank Organi- 
zation Committee,” shall designate not less than eight 
nor more than twelve cities to be known as Federal 
Reserve cities, and shall divide the continental United 
States, excluding Alaska, into districts, each district to 
contain only one of such Federal reserve cities. The 
determination of said organization committee shall not 
be subject to review except by the Federal Reserve 
Board when organized: Provided, That the districts 
shall be apportioned with due regard to the conve- 
nience and customary course of business and shall not 
necessarily be coterminous with any State or States. The 
districts thus create may be readjusted and new dis- 


tricts may from time to time be created by the Federal 
Reserve Board, not to exceed twelve in all. Such dis- 
tricts shall be known as Federal reserve districts and 
may be designated by number. A majority of the orga- 
nization committee shall constitute a quorum with 
authority to act.... 

No individual, copartnership, or corporation other 
than a member bank of its district shall be permitted to 
subscribe for or to hold at any time more than $25,000 
par value of stock in any Federal reserve bank. Such 
stock shall be known as public stock and may be trans- 
ferred on the books of the Federal reserve bank by the 
chairman of the board of directors at such bank. .. . 

Stock not held by member banks shall not be en- 
titled to voting power. 

The Federal Reserve Board is hereby empowered 
to adopt and promulgate rules and regulations gov- 
erning the transfers of said stock. 

No Federal reserve bank shall commence business 
with a subscribed capital less than $4,000,000. The or- 
ganization of reserve districts and Federal reserve cit- 
ies shall not be construed as changing the present status 
of reserve cities and central reserve cities, except in so 
far as this Act changes the amount of reserves that may 
be carried with approved reserve agents located 
therein. The organization committee shall have power 
to appoint such assistants and incur such expenses in 
carrying out the provisions of this Act as it shall deem 
necessary; and such expenses shall be payable by the 
Treasurer of the United States upon voucher approved 
by the Secretary of the Treasury, and the sum of 
$100,000, or so much thereof as may be necessary, is 
hereby appropriated, out of the moneys in the Trea- 
sury not otherwise appropriated, for the payment of 
such expenses. 


BRANCH OFFICES. 

Sec. 3. Each Federal reserve bank shall establish branch 
banks within the Federal reserve district in which it is 
located and may do so in the district of any Federal 
reserve bank which may have been suspended. Such 
branches shall be operated by a board of directors un- 
der rules and regulations approved by the Federal Re- 
serve Board. Directors of branch banks shall possess 
the same qualifications as directors of the Federal re- 
serve banks. Four of said directors shall be selected by 
the reserve bank and three by the Federal Reserve 
Board, and they shall hold office during the pleasure, 
respectively, of the parent bank and the Federal Re- 
serve Board. The reserve bank shall designate one of 
the directors as manager. ... 


DIVISION OF EARNINGS. 
Sec. 7. After all necessary expenses of a Federal reserve 
bank have been paid or provided for, the stockholders 


shall be entitled to receive an annual dividend of six 
per centum on the paid-in capital stock, which divi- 
dend shall be cumulative. After the aforesaid dividend 
claims have been fully met, all the net earnings shall 
be paid to the United States as a franchise tax, except 
that one-half of such net earnings shall be paid into a 
surplus fund until it shall amount to forty per centum 
of the paid-in capital stock of such bank. 

The net earnings derived by the United States from 
Federal reserve banks shall, in the discretion of the 
Secretary, be used to supplement the gold reserve held 
against outstanding United States notes, or shall be 
applied to the reduction of the outstanding bonded 
indebtedness of the United States under regulations 
to be prescribed by the Secretary of the Treasury. 
Should a Federal reserve bank be dissolved or go into 
liquidation, any surplus remaining, after the payment 
of all debts, dividend requirements as hereinbefore 
provided, and the par value of the stock, shall be paid 
to and become the property of the United States and 
shall be similarly applied. 

Federal reserve banks, including the capital stock 
and surplus therein, and the income derived therefrom 
shall be exempt from Federal, State, and local taxation, 
except taxes in real estate. ... 


FEDERAL RESERVE BOARD 

Sec. 10. A Federal Reserve Board is hereby created 
which shall consist of seven members, including the 
Secretary of the Treasury and the Comptroller of the 
Currency, who shall be members ex officio, and five 
members appointed by the President of the United 
States, by and with the advice and consent of the Sen- 
ate. In selecting the five appointive members of the 
Federal Reserve Board, not more than one of whom 
shall be selected from any one Federal reserve district, 
the President shall have due regard to a fair represen- 
tation of the different commercial, industrial and geo- 
graphical divisions of the country. The five members 
of the Federal Reserve Board appointed by the Presi- 
dent and confirmed as aforesaid shall devote their en- 
tire time to the business of the Federal Reserve Board 
and shall each receive an annual salary of $12,000, pay- 
able monthly with actual necessary traveling expenses, 
and the Comptroller of the Currency, as ex officio mem- 
ber of the Federal Reserve Board, shall, in addition to 
the salary now paid him as Comptroller of the Cur- 
rency, receive the sum of $7,000 annually for his ser- 
vices as member of said board. 

The members of said board, the Secretary of the 
Treasury, the Assistant Secretaries of the Treasury, and 
the Comptroller of the Currency shall be ineligible 
during the time they are in office and for two years 
thereafter to hold any office, position, or employment 
in any member bank. Of the five members thus ap- 
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pointed by the President at least two shall be persons 
experienced in banking or finance. One shall be desig- 
nated by the President to serve for two, one for four, 
one for six, one for eight, and one for ten years, and 
thereafter each member so appointed shall serve fora 
term of ten years unless sooner removed for cause by 
the President. Of the five persons thus appointed, one 
shall be designated by the President as governor and 
one as vice governor of the Federal Reserve Board. The 
governor of the Federal Reserve Board, subject to its 
supervision, shall be the active executive officer. The 
Secretary of the Treasury may assign offices in the De- 
partment of the Treasury for the use of the Federal 
Reserve Board. Each member of the Federal Reserve 
Board shall within fifteen days after notice of appoint- 
ment make and subscribe to the oath of office. . . . 

Sec. 11. The Federal Reserve Board shall be autho- 
rized and empowered: 

(a) To examine at its discretion the accounts, books 
and affairs of each Federal reserve bank and of each 
member bank and to require such statements and re- 
ports as it may deem necessary. The said board shall 
publish once each week a statement showing the con- 
dition of each Federal reserve bank and a consolidated 
statement for all Federal reserve banks. Such statements 
shall show in detail the assets and liabilities of the Fed- 
eral reserve banks, single and combined, and shall fur- 
nish full information regarding the character of the 
money held as reserve and the amount, nature and 
maturities of the paper and other investments owned 
or held by Federal reserve banks. 

(b) To permit, or, on the affirmative vote of at least 
five members of the Reserve Board to require Federal 
reserve banks to rediscount the discounted paper of 
other Federal reserve banks at rates of interest to be 
fixed by the Federal Reserve Board. 

(c) To suspend for a period not exceeding thirty 
days, and from time to time to renew such suspension 
for periods not exceeding fifteen days, any reserve re- 
quirement specified in this Act: Provided, That it shall 
establish a graduated tax upon the amounts by which 
the reserve requirements of this Act may be permitted 
to fall below the level hereinafter specified: And pro- 
vided further, That when the gold reserve held against 
Federal reserve notes falls below forty per centum the 
Federal Reserve Board shall establish a graduated tax 
of not more than one per centum per annum upon such 
deficiency until the reserve falls to thirty-two and one- 
half per centum, and when said reserve falls below 
thirty-two and one-half per centum, a tax at the rate 
increasingly of not less than one and one-half per 
centum per annum upon each two and one-half per 
centum or fraction thereof that such reserve falls be- 
low thirty-two and one-half per centum. The tax shall 
be paid by the reserve bank, but the reserve bank shall 
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add an amount equal to said tax to the rates of interest 
and discount fixed by the Federal Reserve Board. ... 


OPEN-MARKET OPERATIONS. 

Sec. 14. Any Federal reserve bank may, under rules and 
regulations prescribed by the Federal Reserve Board, 
purchase and sell in the open market, at home or 
abroad, either from or to domestic or foreign banks, 
firms, corporations, or individuals, cable transfers and 
bankers’ acceptances and bills of exchange of the kinds 
and maturities by this Act made eligible for rediscount, 
with or without the indorsement of a member bank. 

Every Federal reserve bank shall have power: 

(a) To deal in gold coin and bullion at home or 
abroad, to make loans thereof, exchange Federal reserve 
notes for gold, gold coin or bullion, giving therefor, 
when necessary, acceptable security, including the hy- 
pothecation of United States bonds or other securities 
which Federal reserve banks are authorized to hold; 

(b) To buy and sell, at home or abroad, bonds and 
notes of the United States, and bills, notes, revenue 
bonds, and warrants with a maturity from date of pur- 
chase of not exceeding six months, issued in anticipa- 
tion of the collection of taxes or in anticipation of the 
receipt of assured revenues by any State, county, dis- 
trict, political subdivision, or municipality in the conti- 
nental United States, including irrigation, drainage and 
reclamation districts, such purchases to be made in ac- 
cordance with rules and regulations prescribed by the 
Federal Reserve Board; 

(c) To purchase from member banks and to sell, 
with or without its indorsement, bills of exchange aris- 
ing out of commercial transactions, as hereinbefore 
defined; 

(d) To establish from time to time, subject to review 
and determination of the Federal Reserve Board, rates 
of discount to be charged by the Federal reserve bank 
for each class of paper, which shall be fixed with a view 
of accommodating commerce and business; 

(e) To establish accounts with other Federal reserve 
banks for exchange purposes and, with the consent of 
the Federal Reserve Board, to open and maintain bank- 
ing accounts in foreign countries, appoint correspon- 
dents, and establish agencies in such countries 
wheresoever it may deem best for the purpose of pur- 
chasing, selling, and collecting bills of exchange, and to 
buy and sell with or without its endorsement, through 
such correspondents or agencies, bills of exchange aris- 
ing out of actual commercial transactions which have 
not more than ninety days to run and which bear the 
signature of two or more reasonable parties. 


GOVERNMENT DEPOSITS. 
Sec. 15. The moneys held in the general fund of the Trea- 
sury except the five per centum fund for the redemp- 


tion of outstanding national-bank notes and the funds 
provided in this Act for the redemption of Federal re- 
serve notes may, upon the direction of the Secretary of 
the Treasury, be deposited in Federal reserve banks, 
which banks, when required by the Secretary of the 
Treasury, shall act as fiscal agents of the United States; 
and the revenues of the Government or any part thereof 
may be deposited in such banks, and disbursements 
may be made by checks drawn against such deposits. 

No public funds of the Philippine Islands, or of the 
postal savings, or any Government funds, shall be de- 
posited in the continental United States in any bank 
not belonging to the system established by this Act: Pro- 
vided, however, That nothing in this Act shall be con- 
strued to deny the right of the Secretary of the Treasury 
to use member banks as depositories. 


NOTE ISSUES. 

Sec. 16. Federal reserve notes, to be issued at the dis- 
cretion of the Federal Reserve Board for the purpose 
of making advances to Federal reserve banks through 
the Federal reserve agents as hereinafter set forth and 
for no other purpose, are hereby authorized. The said 
notes shall be obligations of the United States and shall 
be receivable by all national and member banks and 
Federal reserve banks and for all taxes, customs, and 
other public dues. They shall be redeemed in gold on 
demand at the Treasury Department of the United 
States, in the city of Washington, District of Columbia, 
or in gold or lawful money at any Federal reserve bank. 

Any Federal reserve bank may make application 
to the local Federal reserve agent for such amount of 
the Federal reserve notes hereinbefore provided for as 
it may require. Such application shall be accompanied 
with a tender to the local Federal reserve agent of col- 
lateral in amount equal to the sum of the Federal re- 
serve notes thus applied for and issued pursuant to 
such application. The collateral security thus offered 
shall be notes and bills, accepted for rediscount under 
the provisions of section thirteen of this Act, and the 
Federal reserve agent shall each day notify the Federal 
Reserve Board of all issues and withdrawals of Federal 
reserve notes to and by the Federal reserve bank to 
which it is accredited. The said Federal Reserve Board 
may at any time call upon a Federal reserve bank for 
additional security to protect the Federal reserve notes 
issued to it. 

Every Federal reserve bank shall maintain reserves 
in gold or lawful money of not less than thirty-five per 
centum against its deposits and reserves in gold of not 
less than forty per centum against its Federal reserve 
notes in actual circulation, and not offset by gold or 
lawful money deposited with the Federal reserve agent. 
Notes so paid out shall bear upon their faces a distinc- 
tive letter and serial number, which shall be assigned 


by the Federal Reserve Board to each Federal reserve 
bank. Whenever Federal reserve notes issued through 
one Federal reserve bank shall be received by another 
Federal reserve bank they shall be promptly returned 
for credit or redemption to the Federal reserve bank 
through which they were originally issued. No Fed- 
eral reserve bank shall pay out notes issued through 
another under penalty of a tax of ten per centum upon 
the face value of notes so paid out. Notes presented 
for redemption at the Treasury of the United States shall 
be paid out of the redemption fund and returned to 
the Federal reserve banks through which they were 
originally issued, and thereupon such Federal reserve 
bank shall, upon demand of the Secretary of the Trea- 
sury, reimburse such redemption fund in lawful money 
or, if such Federal reserve notes have been redeemed 
by the Treasurer in gold or gold certificates, then such 
funds shall be reimbursed to the extent deemed neces- 
sary by the Secretary of the Treasury in gold or gold 
certificates, and such Federal reserve bank shall, so long 
as any of its Federal reserve notes remain outstanding, 
maintain with the Treasurer in gold an amount suffi- 
cient in the judgment of the Secretary to provide for 
all redemptions to be made by the Treasurer. Federal 
reserve notes received by the Treasury, otherwise than 
for redemption, may be exchanged for gold out of the 
redemption fund hereinafter provided and returned 
to the reserve bank through which they were originally 
issued, or they may be returned to such bank for the 
credit of the United States. Federal reserve notes unfit 
for circulation shall be returned by the Federal reserve 
agents to the Comptroller of the Currency for cancel- 
lation and destruction. 

The Federal Reserve Board shall require each Fed- 
eral reserve bank to maintain on deposit in the Trea- 
sury of the United States a sum in gold sufficient in 
the judgment of the Secretary of the Treasury for the 
redemption of the Federal reserve notes issued to such 
bank, but in no event less than five per centum; but 
such deposit of gold shall be counted and included as 
part of the forty per centum reserve hereinbefore re- 
quired. The board shall have the right, acting through 
the Federal reserve agent, to grant in whole or in part 
or to reject entirely the application of any Federal re- 
serve bank for Federal reserve notes; but to the extent 
that such application may be granted the Federal Re- 
serve Board shall, through its local Federal reserve 
agent, supply Federal reserve notes to the bank so ap- 
plying, and such bank shall be charged with the 
amount of such notes and shall pay such rate of inter- 
est on said amount as may be established by the Fed- 
eral Reserve Board, and the amount of such Federal 
reserve notes so issued to any such bank shall, upon 
delivery, together with such notes of such Federal re- 
serve bank as may be issued under section eighteen of 
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this Act upon security of United States two per centum 
Government bonds, become a first and paramount lien 
on all the assets of such bank. 

Any Federal reserve bank may at any time reduce 
its liability for outstanding Federal reserve notes by 
depositing, with the Federal reserve agent, its Federal 
reserve notes, gold, gold certificates, or lawful money 
of the United States. Federal reserve notes so depos- 
ited shall not be reissued, except upon compliance with 
the conditions of an original issue. 

The Federal reserve agent shall hold such gold, 
gold certificates, or lawful money available exclusively 
for exchange for the outstanding Federal reserve notes 
when offered by the reserve bank of which he is a di- 
rector. Upon the request of the Secretary of the Trea- 
sury the Federal Reserve Board shall require the 
Federal reserve agent to transmit so much of said gold 
to the Treasury of the United States as may be required 
for the exclusive purpose of the redemption of such 
notes. 

Any Federal reserve bank may at its discretion with- 
draw collateral deposited with the local Federal reserve 
agent for the protection of its Federal reserve notes de- 
posited with it and shall at the same time substitute 
therefor other like collateral of equal amount with the 
approval of the Federal reserve agent under regulations 
to be prescribed by the Federal Reserve Board. 

In order to furnish suitable notes for circulation as 
Federal reserve notes, the Comptroller of the Currency 
shall, under the direction of the Secretary of the Trea- 
sury, cause plates and dies to be engraved in the best 
manner to guard against counterfeits and fraudulent 
alterations, and shall have printed therefrom and num- 
bered such quantities of such notes of the denomina- 
tions of $5, $10, $20, $50, $100, as may be required to 
supply the Federal reserve banks. Such notes shall be 
in form and tenor as directed by the Secretary of the 
Treasury under the provisions of this Act and shall bear 
the distinctive numbers of the several reserve banks 
through which they are issued. 

When such notes have been prepared, they shall 
be deposited in the Treasury, or in the subtreasury or 
mint of the United States nearest the place of business 
of each Federal reserve bank and shall be held for the 
use of such bank subject to the order of the Comptrol- 
ler of the Currency for their delivery, as provided for 
by this Act. 

The plates and dies to be procured by the Comp- 
troller of Currency for the printing of such circulating 
notes shall remain under his control and direction, and 
the expenses necessarily incurred in executing the laws 
relating to the procuring of such notes, and all other 
expenses incidental to their issue and retirement, shall 
be paid by the Federal reserve banks, and the Federal 
Reserve Board shall include in its estimate of expenses 
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levied against the Federal reserve banks a sufficient 
amount to cover the expenses herein provided for. 

The examination of plates, dies, bed pieces, and so 
forth, and regulations relating to such examination of 
plates, dies, and so forth, of national-bank notes pro- 
vided for in section fifty-one hundred and seventy-four 
Revised Statutes, is hereby extended to include notes 
herein provided for. 

Any appropriation heretofore made out of the gen- 
eral funds of the Treasury for engraving plates and dies, 
the purchase of distinctive paper, or to cover any other 
expense in connection with the printing of national- 
bank notes or notes provided for by the Act of May 
thirtieth, nineteen hundred and eight, and any distinc- 
tive paper that may be on hand at the time of the pas- 
sage of this Act may be used in the discretion of the 
Secretary for the purposes of this Act, and should the 
appropriations heretofore made be insufficient to meet 
the requirements of this Act in addition to circulating 
notes provided for by existing law, the Secretary is 
hereby authorized to use so much of any funds in the 
Treasury not otherwise appropriated for the purpose 
of furnishing the notes aforesaid: Provided, however, 
That nothing in this section contained shall be con- 
strued as exempting national banks or Federal reserve 
banks from their liability to reimburse the United States 
for any expenses incurred in printing and issuing cir- 
culating notes. 

Every Federal reserve bank shall receive on deposit 
at par from member banks or from Federal reserve 
banks checks and drafts drawn upon any of its deposi- 
tors, and when remitted by a Federal reserve bank, 
checks and drafts drawn by any depositor in any other 
Federal reserve bank or member bank upon funds to 
the credit of said depositor in said reserve bank or 
member bank. Nothing herein contained shall be con- 
strued as prohibiting a member bank from charging 
its actual expense incurred in collecting and remitting 
funds, or for the exchange sold to its patrons. The Fed- 
eral Reserve Board shall, by rule, fix the charges to be 
collected by the member banks from its patrons whose 
checks are cleared through the Federal reserve bank 
and the charge which may be imposed for the service 
and clearing or collection rendered by the Federal re- 
serve bank. The Federal Reserve Board shall make and 
promulgate from time to time regulations governing 
the transfer of funds and charges therefor among Fed- 
eral reserve banks and their branches, and may at their 
discretion exercise the functions of a clearing house for 
such Federal reserve banks, or may designate a Fed- 
eral reserve bank to exercise such functions, and may 
also require each such bank to exercise the functions of 
a clearing house for its member banks. 

Sec. 17. So much of the provisions of section fifty- 
one hundred and fifty-nine of the Revised Statutes of 


the United States, and section four of the Act of June 
twentieth, eighteen hundred and seventy-four, and 
section eight of the Act of July twelfth, eighteen hun- 
dred and eighty-two, and of any other provisions of 
existing statutes as require that before any national 
banking associations shall be authorized to commence 
banking business it shall transfer and deliver to the 
Treasurer of the United States a stated amount of 
United States registered bonds is hereby repealed. ... 


BANK RESERVES. 

Sec. 19. Demand deposits within the meaning of this 
Act shall comprise all deposits payable within thirty 
days, and time deposits shall comprise all deposits pay- 
able after thirty days, and all savings accounts and cer- 
tificates of deposit which are subject to not less than 
thirty days’ notice before payment. 

When the Secretary of the Treasury shall have of- 
ficially announced, in such manner as he may elect, 
the establishment of a Federal reserve bank in any dis- 
trict, every subscribing member bank shall establish 
and maintain reserves as follows: 

(a) A bank not in a reserve or central reserve city 
as now or hereafter defined shall hold and maintain 
reserves equal to twelve per centum of the aggregate 
amount of its demand deposits and five per centum of 
its time deposits, as follows: 

In its vaults for a period of thirty-six months after 
said date five-twelfths thereof and permanently there- 
after four-twelfths. 

In the Federal reserve bank of its district, for a pe- 
riod of twelve months after said date, two-twelfths, and 
for each succeeding six months an additional one- 
twelfth, until five-twelfths have been so deposited, 
which shall be the amount permanently required. 

For a period of thirty-six months after said date the 
balance of the reserves may be held in its own vaults, 
or in the Federal reserve bank, or in national banks in 
reserve or central reserve cities as now defined by law. 

After said thirty-six months’ period said reserves, 
other than those hereinbefore required to be held in 
the vaults of the member bank and in the Federal re- 
serve bank, shall be held in the vaults of the member 
bank or in the Federal reserve bank, or in both, at the 
option of the member bank. 

(b) A bank in a reserve city, as now or hereafter 
defined, shall hold and maintain reserves equal to fif- 
teen per centum of the aggregate amount ofits demand 
deposits and five per centum of its time deposits, as 
follows: 

In its vaults for a period of thirty-six months after 
said date six-fifteenths thereof, and permanently there- 
after five-fifteenths. 

In the Federal reserve bank of its district for a pe- 
riod of twelve months after the date aforesaid at least 
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three-fifteenths, and for each succeeding six months 
an additional one-fifteenth, until six-fifteenths have 
been so deposited, which shall be the amount perma- 
nently required. 

Fora period of thirty-six months after said date the 
balance of the reserves may be held in its own vaults, 
or in the Federal reserve bank, or in national banks in 
reserve or central reserve cities as now defined by law. 

After thirty-six months’ period all of said reserves, 
except those hereinbefore required to be held perma- 
nently in the vaults of the member bank and in the 
Federal reserve bank, shall be held in its vaults or in 
the Federal reserve bank, or in both, at the option of 
the member bank. 

(c) Abank in a central reserve city, as now or here- 
after defined, shall hold and maintain a reserve equal 
to eighteen per centum of the aggregate amount of its 
demand deposits and five per centum of its time de- 
posits, as follows: 

In its vaults six-eighteenths thereof. 

In the Federal reserve bank seven-eighteenths. 

The balance of said reserves shall be held in its own 
vaults or in the Federal reserve bank, at its option. 

Any Federal reserve bank may receive from the 
member banks as reserves, not exceeding one-half of 
each installment, eligible paper as described in section 
fourteen properly indorsed and acceptable to the said 
reserve bank. 

If a State bank or trust company is required by law 
of its State to keep its reserves either in its own vaults 
or with another State bank or trust company, such re- 
serve deposits so kept in such State bank or trust com- 
pany shall be construed, within the meaning of this 
section, as if they were reserve deposits in a national 
bank in a reserve or central reserve city for a period of 
three years after the Secretary of the Treasury shall have 
officially announced the establishment of a Federal re- 
serve bank in the district in which such State bank or 
trust company is situate. Except as thus provided, no 
member bank shall keep on deposit with any nonmem- 
ber bank a sum in excess of ten per centum of its own 
paid-up capital and surplus. No member bank shall act 
as the medium or agent of a nonmember bank in ap- 
plying for or receiving discounts from a Federal reserve 
bank under the provisions of this Act except by per- 
mission of the Federal Reserve Board. 

The reserve carried by a member bank with a Fed- 
eral reserve bank may, under the regulations and sub- 
ject to such penalties as may be described by the Federal 
Reserve Board, be checked against and withdrawn by 
such member bank for the purpose of meeting exist- 
ing liabilities: Provided, however, that no bank shall at 
any time make new loans or shall pay any dividends 
unless and until the total reserve required by law is 
fully restored. 
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In estimating the reserves required by this Act, the 
net balance of amounts due to and from other banks 
shall be taken as the basis for ascertaining the deposits 
against which the reserves shall be determined. Bal- 
ances in reserve banks due to member banks shall, to 
the extent herein provided, be counted as reserves. 

National banks located in Alaska or outside the 
continental United States may remain nonmember 
banks, and shall in that event maintain reserves and 
comply with all the conditions now provided by law 
regulating them; or said banks, except in the Philip- 
pine Islands, may, with the consent of the Reserve 
Board, become member banks of any one of the reserve 
districts, and shall, in that event, take stock, maintain 
reserves, and be subject to all the other provisions of 
this Act. 

Sec. 20. So much of sections two and three of the 
Act of June twentieth, eighteen hundred and seventy- 
four, entitled “An Act fixing the amount of United States 
notes, providing for a redistribution of the national- 
bank currency, and for other purposes,” as provides 
that the fund deposited by any national banking asso- 
ciation with the Treasurer of the United States for the 
redemption of its notes shall be counted as a part of its 
lawful reserve as provided in the Act aforesaid, is 
hereby repealed. And from and after the passage of 
this Act such fund of five per centum shall in no case 
be counted by any national banking association as a 
part of its lawful reserve. ... 

Sec. 30. The right to amend, alter, or repeal this Act 
is hereby expressly reserved. 

Approved, December 23, 1913. 


Source: Public Statutes at Large, Vol. 38, Pt. 1 (Washington, 
DC: U.S. Government Printing Office, 1914), 251-275. 


ECONOMIC CONSEQUENCES OF 
THE PEACE (1919) 


Chapter 6: Europe After the Treaty 


Written in 1919 by John Maynard Keynes, a British econo- 
mist, Economic Consequences of the Peace criticized the 
harsh terms imposed on Germany and its allies and warned 
that the provisions included in the Treaty of Versailles, which 
ended World War I, would ultimately led to the demise of 
Europe. In chapter 6, Keynes outlined the detrimental effect 
of the treaty on trade, currencies, and the economic systems 
of Germany, Italy, Austria, and France, in particular, and of 
Europe, in general. He also pointed out that economic de- 
cline would adversely affect the health of the European people 
and that an increase in sickness and disease would led to an 
increase in poverty. 
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This chapter must be one of pessimism. The treaty in- 
cludes no provisions for the economic rehabilitation of 
Europe—nothing to make the defeated Central empires 
into good neighbours, nothing to stabilise the new 
states of Europe, nothing to reclaim Russia; nor does it 
promote in any way a compact of economic solidarity 
amongst the Allies themselves; no arrangement was 
reached at Paris for restoring the disordered finances 
of France and Italy, or to adjust the systems of the Old 
World and the New. 

The Council of Four paid no attention to these is- 
sues, being preoccupied with others—Clemenceau to 
crush the economic life of his enemy, Lloyd George to 
do a deal and bring home something which would pass 
muster for a week, the President to do nothing that 
was not just and right. It is an extraordinary fact that 
the fundamental economic problem of a Europe starv- 
ing and disintegrating before their eyes, was the one 
question in which it was impossible to arouse the in- 
terest of the Four. Reparation was their main excursion 
into the economic field, and they settled it as a prob- 
lem of theology, of politics, of electoral chicane, from 
every point of view except that of the economic future 
of the states whose destiny they were handling. 

Ileave, from this point onwards, Paris, the confer- 
ence, and the treaty, briefly to consider the present situ- 
ation of Europe, as the war and the peace have made 
it; and it will no longer be part of my purpose to distin- 
guish between the inevitable fruits of the war and the 
avoidable misfortunes of the peace. 

The essential facts of the situation, as I see them, 
are expressed simply. Europe consists of the densest 
aggregation of population in the history of the world. 
This population is accustomed to a relatively high stan- 
dard of life, in which, even now, some sections of it 
anticipate improvement rather than deterioration. In 
relation to other continents Europe is not self-sufficient; 
in particular it cannot feed itself. Internally the popula- 
tion is not evenly distributed, but much of it is crowded 
into a relatively small number of dense industrial cen- 
tres. This population secured for itself a livelihood be- 
fore the war, without much margin of surplus, by means 
of a delicate and immensely complicated organisation, 
of which the foundations were supported by coal, iron, 
transport, and an unbroken supply of imported food 
and raw materials from other continents. By the de- 
struction of this organisation and the interruption of 
the stream of supplies, a part of this population is de- 
prived of its means of livelihood. Emigration is not open 
to the redundant surplus. For it would take years to 
transport them overseas, even, which is not the case, if 
countries could be found which were ready to receive 
them. The danger confronting us, therefore, is the rapid 
depression of the standard of life of the European popu- 
lations to a point, which will mean actual starvation for 
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some (a point already reached in Russia and approxi- 
mately reached in Austria). Men will not always die 
quietly. For starvation, which brings to some lethargy 
and a helpless despair, drives other temperaments to 
the nervous instability of hysteria and to a mad despair. 
And these in their distress may overturn the remnants 
of organisation, and submerge civilisation itself in their 
attempts to satisfy desperately the overwhelming needs 
of the individual. 

This is the danger against which all our resources 
and courage and idealism must now co-operate. 

On 13 May 1919 Count Brockdorff-Rantzau ad- 
dressed to the peace conference of the Allied and As- 
sociated Powers the Report of the German economic 
commission charged with the study of the effect of the 
conditions of peace on the situation of the German 
population. ‘In the course of the last two generations,’ 
they reported, ‘Germany has become transformed from 
an agricultural state to an industrial state. So long as 
she was an agricultural state, Germany could feed 40 
million inhabitants. As an industrial state she could 
ensure the means of subsistence for a population of 67 
millions; and in 1913 the importation of foodstuffs 
amounted, in round figures, to 12 million tons. Before 
the war a total of 15 million persons in Germany pro- 
vided for their existence by foreign trade, navigation, 
and the use, directly or indirectly, of foreign raw mate- 
rial.’ After rehearsing the main relevant provisions of 
the peace treaty the report continues: ‘After this dimi- 
nution of her products, after the economic depression 
resulting from the loss of her colonies, her merchant 
fleet and her foreign investments, Germany will not 
be in a position to import from abroad an adequate 
quantity of raw material. An enormous part of German 
industry will, therefore, be condemned inevitably to 
destruction. The need of importing foodstuffs will in- 
crease considerably at the same time that the possibil- 
ity of satisfying this demand is as greatly diminished. 
In a very short time, therefore, Germany will not be in 
a position to give bread and work to her numerous 
millions of inhabitants, who are prevented from earn- 
ing their livelihood by navigation and trade. These 
persons should emigrate, but this is a material impos- 
sibility, all the more because many countries and the 
most important ones will oppose any German immi- 
gration. To put the peace conditions into execution 
would logically involve, therefore, the loss of several 
millions of persons in Germany. This catastrophe 
would not be long in coming about, seeing that the 
health of the population has been broken down dur- 
ing the war by the blockade, and during the armistice 
by the aggravation of the blockade of famine. No help, 
however great, or over however long a period it were 
continued, could prevent these deaths en masse.’ ‘We 
do not know, and indeed we doubt,’ the Report con- 
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cludes, ‘whether the delegates of the Allied and Asso- 
ciated Powers realise the inevitable consequences 
which will take place if Germany, an industrial state, 
very thickly populated, closely bound up with the eco- 
nomic system of the world, and under the necessity of 
importing enormous quantities of raw material and 
foodstuffs, suddenly finds herself pushed back to the 
phase of her development which corresponds to her 
economic condition and the numbers of her popula- 
tion as they were half a century ago. Those who sign 
this treaty will sign the death sentence of many mil- 
lions of German men, women and children.’ 

I know of no adequate answer to these words. The 
indictment is at least as true of the Austrian, as of the 
German, settlement. This is the fundamental problem 
in front of us, before which questions of territorial ad- 
justment and the balance of European power are in- 
significant. Some of the catastrophes of past history, 
which have thrown back human progress for centu- 
ries, have been due to the reactions following on the 
sudden termination, whether in the course of Nature 
or by the act of man, of temporarily favourable condi- 
tions which have permitted the growth of population 
beyond what could be provided for when the 
favourable conditions were at an end. 

The significant features of the immediate situation 
can be grouped under three heads: first, the absolute 
falling off, for the time being, in Europe’s internal pro- 
ductivity; second, the breakdown of transport and ex- 
change by means of which its products could be 
conveyed where they were most wanted; and third, 
the inability of Europe to purchase its usual supplies 
from overseas. 

The decrease of productivity cannot be easily esti- 
mated, and may be the subject of exaggeration. But the 
prima facie evidence of it is overwhelming, and this 
factor has been the main burden of Mr Hoover’s well- 
considered warnings. A variety of causes have pro- 
duced it: violent and prolonged internal disorder as in 
Russia and Hungary; the creation of new governments 
and their inexperience in the readjustment of economic 
relations, as in Poland and Czechoslovakia; the loss 
throughout the continent of efficient labour, through 
the casualties of war or the continuance of mobilisation; 
the falling off in efficiency through continued under- 
feeding in the Central empires; the exhaustion of the 
soil from lack of the usual applications of artificial ma- 
nures throughout the course of the war; the unsettle- 
ment of the minds of the labouring classes on the 
fundamental economic issues of their lives. But above 
all (to quote Mr Hoover), ‘there is a great relaxation of 
effort as the reflex of physical exhaustion of large sec- 
tions of the population from privation and the mental 
and physical strain of the war.’ Many persons are for 
one reason or another out of employment altogether. 
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According to Mr Hoover, a summary of the unemploy- 
ment bureaux in Europe in July 1919 showed that 15 
million families were receiving unemployment allow- 
ances in one form or another, and were being paid in 
the main by a constant inflation of currency. In Ger- 
many there is the added deterrent to labour and to capi- 
tal (in so far as the reparation terms are taken literally), 
that anything which they may produce beyond the 
barest level of subsistence will for years to come be 
taken away from them. 

Such definite data as we possess do not add much, 
perhaps, to the general picture of decay. But I will re- 
mind the reader of one or two of them. The coal pro- 
duction of Europe as a whole is estimated to have fallen 
off by 30 per cent; and upon coal the greater part of the 
industries of Europe and the whole of her transport 
system depend. Whereas before the war Germany pro- 
duced 85 per cent of the total food consumed by her 
inhabitants, the productivity of the soil is now dimin- 
ished by 40 per cent and the effective quality of the 
livestock by 55 per cent.’ Of the European countries 
which formerly possessed a large exportable surplus, 
Russia, as much by reason of deficient transport as of 
diminished output, may herself starve. Hungary, apart 
from her other troubles, has been pillaged by the Rou- 
manians immediately after harvest. Austria will have 
consumed the whole of her own harvest for 1919 be- 
fore the end of the calendar year. The figures are al- 
most too overwhelming to carry conviction to our 
minds; if they were not quite so bad, our effective be- 
lief in them might be stronger. 

But even when coal can be got and grain harvested, 
the breakdown of the European railway system pre- 
vents their carriage; and even when goods can be 
manufactured, the breakdown of the European cur- 
rency system prevents their sale. I have already de- 
scribed the losses, by war and under the armistice 
surrenders, to the transport system of Germany. But 
even so, Germany’s position, taking account of her 
power of replacement by manufacture, is probably not 
so serious as that of some of her neighbours. In Russia 
(about which, however, we have very little exact or ac- 
curate information) the condition of the rolling-stock 
is believed to be altogether desperate, and one of the 
most fundamental factors in her existing economic dis- 
order. And in Poland, Roumania, and Hungary the 
position is not much better. 

Yet modern industrial life essentially depends on 
efficient transport facilities, and the population which 
secured its livelihood by these means cannot continue 
to live without them. The breakdown of currency, and 
the distrust in its purchasing value, is an aggravation 
of these evils which must be discussed in a little more 
detail in connection with foreign trade. 

What then is our picture of Europe? A country 
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population able to support life on the fruits of its own 
agricultural production but without the accustomed 
surplus for the towns, and also (as a result of the lack 
of imported materials and so of variety and amount in 
the saleable manufactures of the towns) without the 
usual incentives to market food in return for other 
wares; an industrial population unable to keep its 
strength for lack of food, unable to earn a livelihood 
for lack of materials, and so unable to make good by 
imports from abroad the failure of productivity at 
home. Yet, according to Mr Hoover, ‘a rough estimate 
would indicate that the population of Europe is at least 
100 million greater than can be supported without im- 
ports, and must live by the production and distribu- 
tion of exports.’ 

The problem of the re-inauguration of the per- 
petual circle of production and exchange in foreign 
trade leads me to a necessary digression on the cur- 
rency situation of Europe. Lenin is said to have declared 
that the best way to destroy the capitalist system was 
to debauch the currency. By a continuing process of 
inflation, governments can confiscate, secretly and 
unobserved, an important part of the wealth of their 
citizens. By this method they not only confiscate, but 
they confiscate arbitrarily; and, while the process im- 
poverishes many, it actually enriches some. The sight 
of this arbitrary rearrangement of riches strikes not only 
at security, but at confidence in the equity of the exist- 
ing distribution of wealth. Those to whom the system 
brings windfalls, beyond their deserts and even beyond 
their expectations or desires, become ‘profiteers,’ who 
are the object of the hatred of the bourgeoisie, whom 
the inflationism has impoverished, not less than of the 
proletariat. As the inflation proceeds and the real value 
of the currency fluctuates wildly from month to month, 
all permanent relations between debtors and creditors, 
which form the ultimate foundation of capitalism, be- 
come so utterly disordered as to be almost meaning- 
less; and the process of wealth-getting degenerates into 
a gamble and a lottery. 

Lenin was certainly right. There is no subtler, no 
surer means of overturning the existing basis of soci- 
ety than to debauch the currency. The process engages 
all the hidden forces of economic law on the side of 
destruction, and does it in a manner which not one 
man ina million is able to diagnose. In the latter stages 
of the war all the belligerent governments practised, 
from necessity or incompetence, what a Bolshevist 
might have done from design. Even now, when the war 
is over, most of them continue out of weakness the same 
malpractices. But further, the governments of Europe, 
being many of them at this moment reckless in their 
methods as well as weak, seek to direct on to a class 
known as ‘profiteers’ the popular indignation against 
the more obvious consequences of their vicious meth- 
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ods. These “profiteers’ are, broadly speaking, the en- 
trepreneur class of capitalists, that is to say, the active 
and constructive element in the whole capitalist soci- 
ety, who in a period of rapidly rising prices cannot but 
get rich quick whether they wish it or desire it or not. 
If prices are continually rising, every trader who has 
purchased for stock or owns property and plant inevi- 
tably makes profits. By directing hatred against this 
class, therefore, the European governments are carry- 
ing a step further the fatal process which the subtle 
mind of Lenin had consciously conceived. The profi- 
teers are a consequence and not a cause of rising prices. 
By combining a popular hatred of the class of entre- 
preneurs with the blow already given to social secu- 
rity by the violent and arbitrary disturbance of contract 
and of the established equilibrium of wealth which is 
the inevitable result of inflation, these governments are 
fast rendering impossible a continuance of the social 
and economic order of the nineteenth century. But they 
have no plan for replacing it. 

We are thus faced in Europe with the spectacle of 
an extra-ordinary weakness on the part of the great 
capitalist class, which has emerged from the industrial 
triumphs of the nineteenth century, and seemed a very 
few years ago our all-powerful master. The terror and 
personal timidity of the individuals of this class is now 
so great, their confidence in their place in society and 
in their necessity to the social organism so diminished, 
that they are the easy victims of intimidation. This was 
notso in England twenty-five years ago, any more than 
it is now in the United States. Then the capitalists be- 
lieved in themselves, in their value to society, in the 
propriety of their continued existence in the full en- 
joyment of their riches and the unlimited exercise of 
their power. Now they tremble before every insult— 
call them pro-Germans, international financiers, or 
profiteers, and they will give you any ransom you 
choose to ask not to speak of them so harshly. They 
allow themselves to be ruined and altogether undone 
by their own instruments, governments of their own 
making, and a Press of which they are the proprietors. 
Perhaps it is historically true that no order of society 
ever perishes save by its own hand. In the complexer 
world of Western Europe the Immanent Will may 
achieve its ends more subtly and bring in the revolu- 
tion no less inevitably through a Klotz or a George than 
by the intellectualisms, too ruthless and self-conscious 
for us, of the bloodthirsty philosophers of Russia. 

The inflationism of the currency systems of Europe 
has proceeded to extraordinary lengths. The various 
belligerent governments, unable or too timid or too 
short-sighted to secure from loans or taxes the resources 
they required, have printed notes for the balance. In 
Russia and Austria-Hungary this process has reached 
a point where for the purposes of foreign trade the cur- 
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rency is practically valueless. The Polish mark can be 
bought for about 1 1/2d and the Austrian crown for less 
than 1d, but they cannot be sold at all. The German 
mark is worth less than 2d on the exchanges. In most of 
the other countries of Eastern and south-eastern Eu- 
rope the real position is nearly as bad. The currency of 
Italy has fallen to little more than a half of its nominal 
value in spite of its being still subject to some degree of 
regulation; French currency maintains an uncertain 
market; and even sterling is seriously diminished in 
present value and impaired in its future prospects. 

But while these currencies enjoy a precarious value 
abroad, they have never entirely lost, not even in Rus- 
sia, their purchasing power at home. A sentiment of 
trust in the legal money of the state is so deeply im- 
planted in the citizens of all countries that they cannot 
but believe that some day this money must recover a 
part at least of its former value. To their minds it ap- 
pears that value is inherent in money as such, and they 
do not apprehend that the real wealth which this 
money might have stood for has been dissipated once 
and for all. This sentiment is supported by the various 
legal regulations with which the governments endeav- 
our to control internal prices, and so to preserve some 
purchasing power for their legal tender. Thus the force 
of law preserves a measure of immediate purchasing 
power over some commodities and the force of senti- 
ment and custom maintains, especially amongst peas- 
ants, a willingness to hoard paper which is really 
worthless. 

The preservation of a spurious value for the cur- 
rency, by the force of law expressed in the regulation 
of prices, contains in itself, however, the seeds of final 
economic decay, and soon dries up the sources of ulti- 
mate supply. If a man is compelled to exchange the 
fruits of his labours for paper which, as experience soon 
teaches him, he cannot use to purchase what he re- 
quires at a price comparable to that which he has re- 
ceived for his own products, he will keep his produce 
for himself, dispose of it to his friends and neighbours 
as a favour, or relax his efforts in producing it. A sys- 
tem of compelling the exchange of commodities at what 
is not their real relative value not only relaxes produc- 
tion, but leads finally to the waste and inefficiency of 
barter. If, however, a government refrains from regula- 
tion and allows matters to take their course, essential 
commodities soon attain a level of price out of the reach 
of all but the rich, the worthlessness of the money be- 
comes apparent, and the fraud upon the public can be 
concealed no longer. 

The effect on foreign trade of price-regulation and 
profiteer-hunting as cures for inflation is even worse. 
Whatever may be the case at home, the currency must 
soon reach its real level abroad, with the result that 
prices inside and outside the country lose their nor- 
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mal adjustment. The price of imported commodities, 
when converted at the current rate of exchange, is far 
in excess of the local price, so that many essential goods 
will not be imported at all by private agency, and must 
be provided by the government, which, in re-selling 
the goods below cost price, plunges thereby a little fur- 
ther into insolvency. The bread subsidies now almost 
universal throughout Europe are the leading example 
of this phenomenon. 

The countries of Europe fall into two distinct 
groups at the present time as regards their manifesta- 
tions of what is really the same evil throughout, ac- 
cording as they have been cut off from international 
intercourse by the blockade, or have had their imports 
paid for out of the resources of their allies. I take Ger- 
many as typical of the first, and France and Italy of the 
second. 

The note circulation of Germany is about ten times? 
what it was before the war. The value of the mark in 
terms of gold is about one-eighth of its former value. 
As world prices in terms of gold are more than double 
what they were, it follows that mark prices inside Ger- 
many ought to be from sixteen to twenty times their 
pre-war level if they are to be in adjustment and proper 
conformity with prices outside Germany.’ But this is 
not the case. In spite of a very great rise in German 
prices, they probably do not yet average much more 
than five times their former level, so far as staple com- 
modities are concerned; and it is impossible that they 
should rise further except with a simultaneous and not 
less violent adjustment of the level of money-wages. 
The existing maladjustment hinders in two ways (apart 
from other obstacles) that revival of the import trade 
which is the essential preliminary of the economic re- 
construction of the country. In the first place, imported 
commodities are beyond the purchasing power of the 
great mass of the population,‘and the flood of imports 
which might have been expected to succeed the rais- 
ing of the blockade was not in fact commercially pos- 
sible.* In the second place, it is a hazardous enterprise 
for a merchant or a manufacturer to purchase with a 
foreign credit material for which, when he has im- 
ported it or manufactured it, he will receive mark cur- 
rency of a quite uncertain and possibly unrealisable 
value. This latter obstacle to the revival of trade is one 
which easily escapes notice and deserves a little atten- 
tion. It is impossible at the present time to say what 
the mark will be worth in terms of foreign currency 
three or six months or a year hence, and the exchange 
market can quote no reliable figure. It may be the case, 
therefore, that a German merchant, careful of his fu- 
ture credit and reputation, who is actually offered a 
short-period credit in terms of sterling or dollars, may 
be reluctant and doubtful whether to accept it. He will 
owe sterling or dollars, but he will sell his product for 
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marks, and his power, when the time comes, to turn 
these marks into the currency in which he has to re- 
pay his debt is entirely problematic. Business loses its 
genuine character and becomes no better than a specu- 
lation in the exchanges, the fluctuations in which en- 
tirely obliterate the normal profits of commerce. 

There are therefore three separate obstacles to the 
revival of trade: a maladjustment between internal 
prices and international prices, a lack of individual 
credit abroad wherewith to buy the raw materials 
needed to secure the working capital and to re-start 
the circle of exchange, and a disordered currency sys- 
tem which renders credit operations hazardous or im- 
possible quite apart from the ordinary risks of 
commerce. The note circulation of France is more than 
six times its prewar level. The exchange value of the 
franc in terms of gold is a little less than two-thirds its 
former value; that is to say, the value of the franc has 
not fallen in proportion to the increased volume of the 
currency.° This apparently superior situation of France 
is due to the fact that until recently a very great part of 
her imports have not been paid for, but have been cov- 
ered by loans from the governments of Great Britain 
and the United States. This has allowed a want of equi- 
librium between exports and imports to be established, 
which is becoming a very serious factor, now that the 
outside assistance is being gradually discontinued.’ 
The internal economy of France and its price level in 
relation to the note circulation and the foreign ex- 
changes is at present based onan excess of imports over 
exports which cannot possibly continue. Yet it is diffi- 
cult to see how the position can be readjusted except 
by a lowering of the standard of consumption in France, 
which, even if it is only temporary, will provoke a great 
deal of discontent. 

The situation of Italy is not very different. There 
the note circulation is five or six times its pre-war level, 
and the exchange value of the lira in terms of gold about 
half its former value. Thus the adjustment of the ex- 
change to the volume of the note circulation has pro- 
ceeded further in Italy than in France. On the other 
hand, Italy’s ‘invisible’ receipts, from emigrant remit- 
tances and the expenditure of tourists, have been very 
injuriously affected; the disruption of Austria has de- 
prived her of an important market; and her peculiar 
dependence on foreign shipping and on imported raw 
materials of every kind has laid her open to special in- 
jury from the increase of world prices. For all these rea- 
sons her position is grave, and her excess of imports as 
serious a symptom as in the case of France.* 

The existing inflation and the maladjustment of 
international trade are aggravated, both in France and 
in Italy, by the unfortunate budgetary position of the 
governments of these countries. In France the failure 
to impose taxation is notorious. Before the war the ag- 
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gregate French and British budgets, and also the aver- 
age taxation per head, were about equal; but in France 
no substantial effort has been made to cover the in- 
creased expenditure. ‘Taxes increased in Great Britain 
during the war, it has been estimated, ‘from 95 francs 
per head to 265 francs, whereas the increase in France 
was only from 90 to 103 francs.’ The taxation voted in 
France for the financial year ending 30 June 1919 was 
less than half the estimated normal post bellum expen- 
diture. The normal budget for the future cannot be put 
below £3880 million (22 milliard francs), and may ex- 
ceed this figure; but even for the fiscal year 1919-20 
the estimated receipts from taxation do not cover much 
more than half this amount. The French Ministry of 
Finance have no plan or policy whatever for meeting 
this prodigious deficit, except the expectation of receipts 
from Germany on a scale which the French officials 
themselves know to be baseless. In the meantime they 
are helped by sales of war material and surplus Ameri- 
can stocks and do not scruple, even in the latter half of 
1919, to meet the deficit by the yet further expansion 
of the note issue of the Bank of France.’ 

The budgetary position of Italy is perhaps a little 
superior to that of France. Italian finance throughout 
the war was more enterprising than the French, and 
far greater efforts were made to impose taxation and 
pay for the war. Nevertheless, Signor Nitti, the Prime 
Minister, in a letter addressed to the electorate on the 
eve of the General Election (October 1919), thought it 
necessary to make public the following desperate 
analysis of the situation: (1) The state expenditure 
amounts to about three times the revenue; (2) all the 
industrial undertakings of the state, including the rail- 
ways, telegraphs, and telephones, are being run at a 
loss. Although the public is buying bread ata high price, 
that price represents a loss to the government of about 
a milliard a year; (3) exports now leaving the country 
are valued at only one-quarter or one-fifth of the im- 
ports from abroad; (4) the national debt is increasing 
by about a milliard lire per month; (5) the military ex- 
penditure for one month is still larger than that for the 
first year of the war. 

But if this is the budgetary position of France and 
Italy, that of the rest of belligerent Europe is yet more 
desperate. In Germany the total expenditure of the 
empire, the federal states, and the communes in 1919- 
20 is estimated at 25 milliards of marks, of which not 
above 10 milliards are covered by previously existing 
taxation. This is without allowing anything for the pay- 
ment of the indemnity. In Russia, Poland, Hungary, or 
Austria such a thing as a budget cannot be seriously 
considered to exist at all.!° Thus the menace of infla- 
tionism described above is not merely a product of the 
war, of which peace begins the cure. It is a continuing 
phenomenon of which the end is not yet in sight. 
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All these influences combine not merely to prevent 
Europe from supplying immediately a sufficient stream 
of exports to pay for the goods she needs to import, but 
they impair her credit for securing the working capital 
required to re-start the circle of exchange and also, by 
swinging the forces of economic law yet further from 
equilibrium rather than towards it, they favour a con- 
tinuance of the present conditions instead of a recovery 
from them. An inefficient, unemployed, disorganised 
Europe faces us, torn by internal strife and international 
hate, fighting, starving, pillaging, and lying. What war- 
rant is there for a picture of less sombre colours? 

I have paid little heed in this book to Russia, Hun- 
gary, or Austria."' There the miseries of life and the disin- 
tegration of society are too notorious to require analysis; 
and these countries are already experiencing the actual- 
ity of what for the rest of Europe is still in the realm of 
prediction. Yet they comprehend a vast territory and a 
great population, and are an extant example of how much 
man can suffer and how far society can decay. Above all, 
they are the signal to us of how in the final catastrophe 
the malady of the body passes over into malady of the 
mind. Economic privation proceeds by easy stages, and 
so long as men suffer it patiently the outside world cares 
little. Physical efficiency and resistance to disease slowly 
diminish,” but life proceeds somehow, until the limit of 
human endurance is reached at last and counsels of de- 
spair and madness stir the sufferers from the lethargy 
which precedes the crisis. Then man shakes himself, and 
the bonds of custom are loosed. The power of ideas is 
sovereign, and he listens to whatever instruction of hope, 
illusion, or revenge is carried to him on the air. As I write, 
the flames of Russian Bolshevism seem, for the moment 
at least, to have burnt themselves out, and the peoples 
of Central and Eastern Europe are held ina dreadful tor- 
por. The lately gathered harvest keeps off the worst pri- 
vations, and peace has been declared at Paris. But winter 
approaches. Men will have nothing to look forward to 
or to nourish hopes on. There will be little fuel to moder- 
ate the rigours of the season or to comfort the starved 
bodies of the town-dwellers. 

But who can say how much is endurable, or in what 
direction men will seek at last to escape from their mis- 
fortunes? 


Notes 

1. Professor Starling’s Report on Food Conditions in 
Germany (Cmd. 280). 

2. Including the Darlehenskassenscheine somewhat 
more. 

3. Similarly in Austria prices ought to be between twenty 
and thirty times their former level. 

4. One of the most striking and symptomatic difficulties 
which faced the Allied authorities in their administration of 
the occupied areas of Germany during the armistice arose 
out of the fact that even when they brought food into the 
country the inhabitants could not afford to pay its cost price. 
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5. Theoretically an unduly low level of home prices 
should stimulate exports and so cure itself. But in Germany, 
and still more in Poland and Austria, there is little or nothing 
to export. There must be imports before there can be exports. 

6. Allowing for the diminished value of gold, the ex- 
change value of the franc should be less than forty per cent 
of its previous value, instead of the actual figure of about 
sixty per cent if the fall were proportional to the increase in 
the volume of the currency. 

7. How very far from equilibrium France’s international 
exchange now is can be seen from the following table: 


Table 1 
1919 Economic Consequences 

Excess of 
Monthly Imports Exports imports 
average (£31,000) (£31,000) (£31,000) 
1913 28,071 22,934 5,137 
1914 21,341 16,229 5,112 
1918 66,383 13,811 52,572 
Jan.—Mar.1919 77,428 13,334 64,094 
Apr.—June 1919 84,282 16,779 67,503 
July 1919 93,513 24,735 68,778 


These figures have been converted at approximately par 
rates, but this is roughly compensated by the fact that the 
trade of 1918 and 1919 has been valued at 1917 official rates. 
French imports cannot possibly continue at anything ap- 
proaching these figures, and the semblance of prosperity 
based on such a state of affairs is spurious. 

8. The figures for Italy are as follows: 


Table 2 
1919 Economic Consequences 

Excess of 
Monthly Imports Exports imports 
average (£31,000) (£31,000) (£31,000) 
1913 12,152 8,372 3,780 
1914 9,744 7,368 2,376 
1918 47,005 8,278 38,727 
Jan.—Mar. 1919 45,848 7,617 38,231 
Apr.—June 1919 66,207 13,850 52,357 
July—Aug. 1919 44,707 16,903 27,804 


9. In the last two returns of the Bank of France available 
as I write (2 and 9 October 1919) the increases in the note 
issue on the week amounted to £318,750,000 and £318,825,000 
respectively. 

10. On 3 October 1919 M. Bilinski made his financial state- 
ment to the Polish Diet. He estimated his expenditure for 
the next nine months at rather more than double his expen- 
diture for the past nine months, and while during the first 
period his revenue had amounted to one-fifth of his expen- 
diture, for the coming months he was budgeting for receipts 
equal to one-eighth of his outgoings. The Times correspon- 
dent at Warsaw reported that ‘in general M. Bilinski’s tone 
was optimistic and appeared to satisfy his audience’! 
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11. The terms of the peace treaty imposed on the Aus- 
trian republic bear no relation to the real facts of that state’s 
desperate situation. The Arbeiter Zeitung of Vienna on 4 June 
1919 commented on them as follows: ‘Never has the sub- 
stance of a treaty of peace so grossly betrayed the intentions 
which were said to have guided its construction as is the 
case with this treaty... in which every provision is perme- 
ated with ruthlessness and pitilessness, in which no breath 
of human sympathy can be detected, which flies in the face 
of everything which binds man to man, which is a crime 
against humanity itself, against a suffering and tortured 
people.’ I am acquainted in detail with the Austrian treaty 
and I was present when some of its terms were being drafted, 
but I do not find it easy to rebut the justice of this outburst. 

12. For months past the reports of the health conditions in 
the Central empires have been of such a character that the 
imagination is dulled, and one almost seems guilty of senti- 
mentality in quoting them. But their general veracity is not 
disputed, and I quote the three following, that the reader may 
not be unmindful of them: ‘In the last years of the war, in Aus- 
tria alone at least 35,000 people died of tuberculosis, in Vienna 
alone 12,000. To-day we have to reckon with a number of at 
least 350,000 to 400,000 people who require treatment for tu- 
berculosis ... As the result of malnutrition a bloodless genera- 
tion is growing up with undeveloped muscles, undeveloped 
joints, and undeveloped brain’ (Neue Freie Presse, 31 May 1919). 
The commission of doctors appointed by the medical facul- 
ties of Holland, Sweden, and Norway to examine the condi- 
tions in Germany reported as follows in the Swedish Press in 
April 1919: “Tuberculosis, especially in children, is increasing 
in an appalling way, and, generally speaking, is malignant. In 
the same way rickets is more serious and more widely preva- 
lent. It is impossible to do anything for these diseases; there is 
no milk for the tuberculous, and no cod-liver oil for those suf- 
fering from rickets . . . Tuberculosis is assuming almost un- 
precedented aspects, such as have hitherto only been known 
in exceptional cases. The whole body is attacked simulta- 
neously, and the illness in this form is practically incurable ... 
Tuberculosis is nearly always fatal now among adults. It is the 
cause of ninety per cent of the hospital cases. Nothing can be 
done against it owing to lack of foodstuffs .. . It appears in the 
most terrible forms, such as glandular tuberculosis, which 
turns into purulent dissolution.’ The following is by a writer 
in the Vossische Zeitung, 5 June 1919, who accompanied the 
Hoover mission to the Erzgebirge: ‘I visited large country dis- 
tricts where ninety per cent of all the children were rickety 
and where children of three years are only beginning to walk 
... Accompany me toa school in the Erzgebirge. You think it is 
a kindergarten for the little ones. No, these are children of 
seven and eight years. Tiny faces, with large dull eyes, over- 
shadowed by huge puffed, rickety foreheads, their small arms 
just skin and bone, and above the crooked legs with their dis- 
located joints the swollen, pointed stomachs of the hunger 
oedema... “You see this child here,” the physician in charge 
explained; “it consumed an incredible amount of bread, and 
yet did not get any stronger. I found out that it hid all the 
bread it received underneath its straw mattress. The fear of 
hunger was so deeply rooted in the child that it collected stores 
instead of eating the food: a misguided animal instinct made 
the dread of hunger worse than the actual pangs.”’ Yet there 
are many persons apparently in whose opinion justice requires 
that such beings should pay tribute until they are forty or fifty 
years of age in relief of the British taxpayer. 


Source: “The Economic Consequences of the Peace, Chap- 
ter 6,” http://historicaltextarchive.com/books.php?o0p= 
viewbook&bookid=12&cid=6 (accessed December 2003). 
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STATUTE OF WESTMINSTER 
(1931) 


22 George V, c. 4 (U.K.) 


Signed on December 11, 1931, the Statute of Westminster 
granted Canada, Ireland, South Africa, Australia, New 
Zealand, and Newfoundland status as independent domin- 
ions. Although the initial act required an oath of loyalty to 
the British monarch, subsequent removal of that clause after 
World War II resulted in a shift to an economic alliance that 
became known as the Commonwealth of Nations, which in- 
cluded preferential trade arrangements between the various 
nations that formerly had ties to the British empire, prima- 
rily its colonies. 


An Act to give effect to certain resolutions passed by 
Imperial Conferences held in the years 1926 and 1930. 


WHEREAS the delegates to His Majesty’s Govern- 
ments in the United Kingdom, the Dominion of 
Canada, the Commonwealth of Australia, the Domin- 
ion of New Zealand, the Union of South Africa, the 
Irish Free State and Newfoundland, at Imperial Con- 
ferences holden at Westminster in the years of our Lord 
nineteen hundred and twenty-six and nineteen hun- 
dred and thirty did concur in making the declarations 
and resolutions set forth in the Reports of the said Con- 
ferences: 


And whereas it is meet and proper to set out by way of 
preamble to this Act that, inasmuch as the Crown is 
the symbol of the free association of the members of 
the British Commonwealth of Nations, and as they are 
united by acommon allegiance to the Crown, it would 
be in accord with the established constitutional posi- 
tion of all the members of the Commonwealth in rela- 
tion to one another that any alteration in the law 
touching the Succession to the Throne or the Royal 
Style and Titles shall hereafter require the assent as well 
of the Parliaments of all the Dominions as of the Par- 
liament of the United Kingdom: 


And whereas it is in accord with the established con- 
stitutional position that no law hereafter made by the 
Parliament of the United Kingdom shall extend to any 
of the said Dominions as part of the law of that Do- 
minion otherwise than at the request and with the con- 
sent of that Dominion: 


And whereas it is necessary for the ratifying, confirm- 
ing and establishing of certain of the said declarations 
and resolutions of the said Conferences that a law be 
made and enacted in due form by authority of the Par- 
liament of the United Kingdom: 
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And whereas the Dominion of Canada, the Common- 
wealth of Australia, the Dominion of New Zealand, the 
Union of South Africa, the Irish Free State and Newfound- 
land have severally requested and consented to the sub- 
mission of a measure to the Parliament of the United 
Kingdom for making such provision with regard to the 
matters aforesaid as is hereafter in this Act contained: 


NOW, THEREFORE, BE IT ENACTED by the King’s 
Most Excellent Majesty, by and with the advice and 
consent of the Lords Spiritual and Temporal, and Com- 
mons, in this present Parliament assembled, and by the 
authority of the same, as follows:— 


1. In this Act the expression “Dominion” means any of 
the following Dominions, that is to say, the Dominion 
of Canada, the Commonwealth of Australia, the Do- 
minion of New Zealand, the Union of South Africa, the 
Irish Free State and Newfoundland. 


2. (1) The Colonial Laws Validity Act, 1865, shall not 
apply to any law made after the commencement of this 
Act by the Parliament of a Dominion. 


(2) No law and no provision of any law made after the 
commencement of this Act by the Parliament of a Do- 
minion shall be void or inoperative on the ground that 
it is repugnant to the law of England, or to the provi- 
sions of any existing or future Act of Parliament of the 
United Kingdom, or to any order, rule, or regulation 
made under any such Act, and the powers of the Par- 
liament of a Dominion shall include the power to re- 
peal or amend any such Act, order, rule or regulation 
in so far as the same is part of the law of the Dominion. 


3. Itis hereby declared and enacted that the Parliament 
of a Dominion has full power to make laws having 
extra-territorial operation. 


4. No Act of Parliament of the United Kingdom passed 
after the commencement of this Act shall extend or be 
deemed to extend, to a Dominion as part of the law of 
that Dominion, unless it is expressly declared in that 
Act that that Dominion has requested, and consented 
to, the enactment thereof. 


[Note: As far as Canada is concerned, section 4 was re- 
pealed by the Constitution Act, 1982.] 


5. Without prejudice to the generality of the foregoing 
provisions of this Act, section seven hundred and 
thirty-five and seven hundred and thirty-six of the 
Merchant Shipping Act, 1894, shall be construed as 
though reference therein to the Legislature of a British 
possession did not include reference to the Parliament 
of a Dominion. 
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6. Without prejudice to the generality of the foregoing 
provisions of this Act, section four of the Colonial 
Courts of Admiralty Act, 1890 (which requires certain 
laws to be reserved for the signification of His Majesty’s 
pleasure or to contain a suspending clause), and so 
much of section seven of that Act as requires the ap- 
proval of His Majesty in Council to any rules of Court 
for regulating the practice and procedure of a Colonial 
Court of Admiralty, shall cease to have effect in any 
Dominion as from the commencement of this Act. 


7. (1) Nothing in this Act shall be deemed to apply to 
the repeal, amendment or alteration of the British 
North America Acts, 1867 to 1930, or any order, rule or 
regulation made thereunder. 


(2) The provisions of section two of this Act shall ex- 
tend to laws made by any of the Provinces of Canada 
and to the powers of the legislatures of such Provinces. 


(3) The powers conferred by this Act upon the Parlia- 
ment of Canada or upon the legislatures of the Prov- 
inces shall be restricted to the enactment of laws in 
relation to matters within the competence of the Par- 
liament of Canada or of any of the legislatures of the 
Provinces respectively. 


8. Nothing in this Act shall be deemed to confer any 
power to repeal or alter the Constitution or the Consti- 
tution Act of the Commonwealth of Australia or the 
Constitution Act of the Dominion of New Zealand 
otherwise than in accordance with the law existing 
before the commencement of this Act. 


9. (1) Nothing in this Act shall be deemed to authorize 
the Parliament of the Commonwealth of Australia to 
make laws on any matter within the authority of the 
States of Australia, not being a matter within the au- 
thority of the Parliament or Government of the Com- 
monwealth of Australia. 


(2) Nothing in this Act shall be deemed to require the 
concurrence of the Parliament or Government of the 
Commonwealth of Australia, in any law made by the 
Parliament of the United Kingdom with respect to any 
matter within the authority of the States of Australia, 
not being a matter within the authority of the Parlia- 
ment or Government of the Commonwealth of Aus- 
tralia, in any case where it would have been in 
accordance with the constitutional practice existing 
before the commencement of this Act that the Parlia- 
ment of the United Kingdom should make that law 
without such concurrence. 


(3) In the application of this Act to the Commonwealth 
of Australia the request and consent referred to in sec- 
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tion four shall mean the request and consent of the 
Parliament and government of the Commonwealth. 


10. (1) None of the following sections of this Act, that is 
to say, sections two, three, four, five, and six, shall ex- 
tend to a Dominion to which this section applies as part 
of the law of that Dominion unless that section is 
adopted by the Parliament of the Dominion, and any 
Act of that Parliament adopting any section of this Act 
may provide that the adoption shall have effect either 
from the commencement of this Act or from such later 
date as is specified in the adopting Act. 


(2) The Parliament of any such Dominion as aforesaid 
may at any time revoke the adoption of any section 
referred to in sub-section (1) of this section. 


(3) The Dominions to which this section applies are the 
Commonwealth of Australia, the Dominion of New 
Zealand, and Newfoundland. 


11. Notwithstanding anything in the Interpretation Act, 
1889, the expression “Colony” shall not, in any Act of 
the Parliament of the United Kingdom passed after the 
commencement of this Act, include a Dominion or any 
Province or State forming part of a Dominion. 


12. This Act may be cited as the Statute of Westminster, 
1931. 


Source: “The Statute of Westminster, 1931,” www.solon 
.org/constitutions/canada/english/statuteofwestminster.html 
(accessed December 2003). 


FRANKLIN D. ROOSEVELT AND 
THE HAWLEY-SMOOT TARIFF 
(1932) 


During the U.S. presidential campaign of 1932, Franklin D. 
Roosevelt, the Democratic presidential candidate, blamed 
Herbert Hoover, the Republican incumbent president, for the 
deepening economic crisis. Six months after the onset of the 
Great Depression, Congress passed, and Hoover signed into 
law, the Hawley-Smoot Tariff, which raised tariff rates to a 
record high level. Roosevelt did not mention the increase in 
interest rates by the Federal Reserve Board that constricted 
the money supply, the overstimulation of the stock market 
that led to the crash in October 1929, or the decrease in in- 
ternational trade that had already occurred because of tariff 
barriers raised by other countries. By focusing on the Hawley- 
Smoot Tariff as the primary cause of the Great Depression, 
Roosevelt was able to win the election. 
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Mr. Chairman, my friends in Sioux City, my friends in 
this great State, and, indeed, all of you through the 
country who are listening on the radio tonight, let me 
tell you first of all that I appreciate this remarkable 
welcome that you have given me, and I appreciate, too, 
the performance put on by the mounted patrol of my 
fellow Shriners. 

Two weeks ago, when I was heading toward the 
Coast, I presented before an audience in the City of 
Topeka, what I conceived to be the problem of agricul- 
ture in these United States, with particular reference 
to the Middle West and West, and what the Govern- 
ment of the Nation can do to meet that problem of ours. 

Ihave been highly gratified to receive from all parts 
of the country and particularly from farm leaders them- 
selves, assurances of their hearty support and prom- 
ises of cooperation, in the efforts that I proposed to 
improve the deplorable condition into which agricul- 
ture has fallen. The meeting of this farm problem of 
ours is going to be successful only if two factors are 
present. 

The first is a sympathetic Administration in Wash- 
ington, and the second is the hearty support and pa- 
tient cooperation of agriculture itself and its leaders. 

I cannot avoid a word concerning this plight of 
agriculture—what it means to all. It means that the 
product of your labor brings just half of what it brought 
before the war. It means that no matter how hard you 
work and how long and how carefully you save, and 
how much efficiency you apply to your business, you 
face a steadily diminishing return. As a farm leader said 
to me, you have been caught like a man in a deep pit, 
helpless in the grip of forces that are beyond your con- 
trol. Still, my friends, it has meant that in spite of the 
maxims that we have learned when we were in school, 
that we ought to work and save, to be prudent and be 
temperate, in spite of all of the rest of the homely vir- 
tues, the return on these virtues has belied the hopes 
and the promises on which you and I were raised. 

That is one of the tragic consequences of this de- 
pression. The things that we were taught have not come 
true. We were taught to work and we have been de- 
nied the opportunity to work. We were taught to in- 
crease the products of our labor and we have found 
that while the products increase the return has de- 
creased. We were taught to bring forth the fruits of the 
earth, and we have found that the fruits of the earth 
have found no market. 

The results of our labor, my friends, have been lost 
in the smash of an economic system that was unable to 
fulfill its purposes. 

It is a moral as well as an economic question that 
we face—moral because we want to reestablish the 
standards that in times past were our goal. We want 
the opportunity to live in comfort, reasonable comfort, 
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out of which we may build our spiritual values. The 
consequences of poverty bring a loss of spiritual and 
moral values. And even more important is the loss of 
the opportunity that we hope to give to the younger 
generation. We want our children to have a chance for 
an education, for the sound development of American 
standards to be applied in their daily lives at play and 
work. Those opportunities can come only if the condi- 
tion of agriculture is made more prosperous. 

Now, the farmer—and when I speak of the farmer 
I mean not only you who live in the corn belt, but also 
those in the East and the Northwest who are in the 
dairy business, those in the South who are raising cot- 
ton, and those on the plains who are raising cattle and 
sheep, and those in the many sections of the country 
who are raising cattle, all kinds of things, small fruits 
and big fruits—in other words, the farmer in the broad 
sense, has been attacked during this past decade simul- 
taneously from two sides. On the one side the farmer’s 
expenses, chiefly in the form of increased taxes, have 
been going up rather steadily during the past genera- 
tion, and on the other side, he has been attacked by a 
constantly depreciating farm dollar during the past 
twelve years, and it seems to be nothing less than old- 
fashioned horse sense to seek means to circumvent 
both of these attacks at the same time. That means, first, 
for us to seek relief for him from the burden of his ex- 
pense account and, second, to try to restore the pur- 
chasing power of his dollar by getting for him higher 
prices for the products of the soil. 

Now, those two great purposes are, quite frankly, 
the basis of my farm policy, and I have definitely con- 
nected both of them with the broadest aspects of anew 
national economy, something that I like to label in sim- 
pler words, “A New Deal,” covering every part of the 
Nation, and covering industry and business as well as 
farming, because I recognize, first of all, that from the 
soil itself springs our ability to restore our trade with 
the other Nations of the world. 

First of all, I want to discuss with you one of the 
angles of the mounting expenses of agriculture in prac- 
tically every community and in every State—the prob- 
lem of taxes which we have to pay. 

Let us examine the proportion of our expenditures 
that goes to the various divisions of Government. Half 
of what you and I pay for the support of the Government 
—in other words, on the average in this country fifty 
cents out of every dollar—goes to local government, 
that is, cities, townships, counties and lots of other small 
units; and the other half, the other fifty cents, goes to 
the State and Nation. 

This fifty cents that goes to local government, there- 
fore, points to the necessity for attention to local gov- 
ernment. As a broad proposition you and I know we 
are not using our present agencies of local government 
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with real economy and efficiency. That means we must 
require our public servants to give a fuller measure of 
service for what they are paid. It means we must elimi- 
nate useless office holders. It means every public offi- 
cial, every employee of local government must 
determine that he owes it to the country to cooperate 
in the great purpose of saving the taxpayers’ money. 

But it means more than that, my friends. I am go- 
ing to speak very frankly to you. There are offices in 
most States that are provided for in the Constitution 
and laws of some of the States, offices that have an 
honorable history but are no longer necessary for the 
conduct of Government. We have too many tax layers, 
and it seems to me relief can come only through reso- 
lute, courageous cutting. 

Some of you will ask why I, a candidate for the 
office of president of the United States, am talking to 
you about changes in local government. Now, it is per- 
fectly clear that the president has no legal or constitu- 
tional control over the local government under which 
you people live. The President has, nevertheless, my 
friends, the right and even the duty of taking a moral 
leadership in this national task because it is a national 
problem, because in its scope it covers every State, and 
any problem that is national in this broader sense cre- 
ates a national moral responsibility in the President of 
the United States himself. 

And I propose to use this position of high respon- 
sibility to discuss up and down the country, in all sea- 
sons and at all times, the duty of reducing taxes, or 
increasing the efficiency of Government, of cutting out 
the underbrush around our governmental structure, 
of getting the most public service for every dollar paid 
in taxation. That I pledge you, and nothing I have said 
in the campaign transcends in importance this cov- 
enant with the taxpayers of the United States. 

Now, of the other half dollar of your taxes, it is true 
that part goes to the support of State Governments. I 
am not going to discuss that end. In this field also I 
believe that substantial reductions can be made. While 
the President rightly has no authority over State bud- 
gets, he has the same moral responsibility of national 
leadership for generally lowered expenses, and there- 
fore for generally lowered taxes. 

It is in the field of the Federal Government that the 
office of President can, of course, make itself most di- 
rectly and definitely felt. Over 30 percent of your tax 
dollar goes to Washington, and in their field also, items 
such as the interest can be accomplished. There are, of 
course, items such as the interest on the public debt 
which must be paid each year, and which can be re- 
duced only through a reduction of the debt itself, by 
the creation of a surplus in the place of the present defi- 
cit in the national treasury, and it is perhaps worth while 
that I should tell you that I spent nearly eight years in 
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Washington during the Administration of Woodrow 
Wilson, and that during those eight years I had a fair 
understanding of the problem of the national expenses, 
and that I knew first hand many of the details of actual 
administration of the different departments. Later in 
this campaign, I proposed to analyze the enormous in- 
crease in the growth of what you and I call bureaucracy. 
We are not getting an adequate return for the money 
we are spending in Washington, or to put it another 
way, we are spending altogether too much money for 
Government services that are neither practical nor nec- 
essary. And then, in addition to that, we are attempting 
too many functions. We need to simplify what the Fed- 
eral Government is giving to the people. 

I accuse the present Administration of being the 
greatest spending Administration in peace times in all 
our history. It is an Administration that has piled bu- 
reau on bureau, commission on commission, and has 
failed to anticipate the dire needs and the reduced earn- 
ing power of the people. Bureaus and bureaucrats, com- 
missions and commissioners have been retained at the 
expense of the taxpayer. 

Now, I read in the past few days in the newspa- 
pers that the President is at work on a plan to consoli- 
date and simplify the Federal bureaucracy. My friends, 
four long years ago, in the campaign of 1928, he, as a 
candidate, proposed to do this same thing. And today, 
once more a candidate, he is still proposing, and I leave 
you to draw your own inferences. 

And on my part I ask you very simply to assign to 
me the task of reducing the annual operating expenses 
of your national Government. 

Now I come to the other half of the farmer’s prob- 
lem, the increase of the purchasing power of the farm 
dollar. [have already gone at length into the emergency 
proposals relating to our major crops, and now I want 
to discuss in more detail a very importance factor, a 
thing known as the tariff, and our economic relation- 
ship to the rest of this big round world. 

From the beginning of our Government, one of the 
most difficult questions in our economic life has been 
the tariff. But it is a fact that it is now so interwoven 
with our whole economic structure, and that structure 
is such an intricate and delicate pattern of causes and 
effects, that tariff revision must be undertaken, with 
scrupulous care and only on the basis of established 
facts. 

Ihave to go back in history a little way. In the course 
of his 1928 campaign, the present Republican candi- 
date for President with great boldness laid down the 
propositions that high tariffs interfere only slightly, if 
at all, with our export or our import trade, that they 
are necessary to the success of agriculture and afford 
essential farm relief; that they do not interfere with the 
payments of debts by other Nations to us, and that they 
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are absolutely necessary to the economic formula 
which he proposed at that time as the road to the abo- 
lition of poverty. And I must pause here for a moment 
to observe that the experience of the past four years 
has unhappily demonstrated the error, the gross, fun- 
damental, basic error of every single one of those 
propositions—but four years ago!—that every one of 
them has been one of the effective causes of the present 
depression; and finally that no substantial progress 
toward recovery from this depression, either here or 
abroad, can be had without a forthright recognition of 
those errors. 

And so Iam asking effective action to reverse the 
disastrous policies which were based on them. As I have 
elsewhere remarked, the 1928 Republican leadership 
prosperity promise was based on the assertion that al- 
though our agriculture was producing a surplus far in 
excess of our power to consume, and that, due to the 
mass and automatic machine production of today, our 
industrial production had also passed far beyond the 
point of domestic consumption, nevertheless, we 
should press forward to increase industrial production 
as the only means of maintaining prosperity and em- 
ployment. And the candidate of that year insisted that, 
although we could not consume all those things at 
home, there was some kind of unlimited market for 
our rapidly increasing surplus in export trade, and he 
boldly asserted that on this theory we were on the 
verge of the greatest commercial expansion in history. 
I do not have to tell you the later history of that. 

And then, in the spring of 1929, ostensibly for the 
purpose of enacting legislation for the relief of agricul- 
ture, a special session of Congress was called, and the 
disastrous fruit of that session was the notorious and 
indefensible Grundy-Smoot-Hawley tariff. 

As to the much-heralded purpose of that special 
session for the relief of agriculture, the result, my 
friends, was a ghastly jest. The principal cash crops of 
our farms are produced much in excess of our domes- 
tic requirements. And we know that no tariff on a sur- 
plus crop, no matter how high the wall—1,000 percent, 
if you like—has the slightest effect on raising the do- 
mestic price of that crop. Why, the producers of all those 
crops are so effectively thrust outside the protection of 
our tariff walls as if there were no tariff at all. But we 
still know that the tariff does protect the price of in- 
dustrial products and raises them above world prices, 
as the farmer with increasing bitterness has come to 
realize. He sells on a free trade basis; he buys in a pro- 
tected market. The higher industrial tariffs go, my 
friends, the greater is the burden of the farmer. 

Now, the first effect of the Grundy tariff was to 
increase or sustain the cost of all that agriculture buys, 
but the harm to our whole farm production did not 
stop there. 
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The destructive effect of the Grundy tariff on ex- 
port markets has not been confined to agriculture. It 
has ruined our export trade in industrial products as 
well. Industry, with its foreign trade cut off, naturally 
began to look to the home market—a market supplied 
for the greater part by the purchasing power of farm 
families—but for reasons that you and I know, it found 
that the Grundy tariff had reduced the buying power 
of the farmer. 

So what happened? Deprived of any American 
market, the other industrial Nations in order to sup- 
port their own industries, and take care of their own 
employment problem, had to find new outlets. In that 
quest they took to trade agreements with other coun- 
tries than ourselves and also to the preservation of their 
own domestic markets against importations by trade 
restrictions of all kinds. An almost frantic movement 
toward self-contained nationalism began among other 
Nations of the world, and of course the direct result 
was a series of retaliatory and defensive measures on 
their part, in the shape of tariffs and embargoes and 
import quotas and international arrangements. Almost 
immediately international commerce began to lan- 
guish. The export markets for our industrial and agri- 
cultural surplus began to disappear altogether. 

In the year 1929, a year before the enactment of 
the Grundy tariff, we exported 54.8 percent of all the 
cotton produced in the United States—more than one- 
half. That means, Mr. Cotton Grower, that in 1929 ev- 
ery other row of your cotton was sold abroad. And you, 
the growers of wheat, exported 17 percent of your 
wheat, but your great foreign market had been largely 
sacrificed; and so, with the grower of rye, who was able 
to dispose of 20 percent of his crop to foreign markets. 
The grower of leaf-tobacco had a stake of 41 percent of 
his income overseas, and one-third of the lard produc- 
tion, 33 percent, was exported in the year 1929. Where 
does that come in? Well, it concerns the corn grower 
because some of us, even from the East, know that corn 
is exported in the shape of lard. 

How were your interests taken care of? Oh, they 
gave you a tariff on corn—chicken feed—literally and 
figuratively, but those figures show how vitally you are 
interested in the preservation, perhaps I had better say 
the return, of our export trade. 

Now, the ink on the Hawley-Smoot-Grundy tariff 
bill was hardly dry before foreign Nations commenced 
their program of retaliation. Brick for brick they built 
their walls against us. They learned the lesson from 
us. The villainy we taught them they practiced on us. 

And the Administration in Washington had rea- 
son to know that would happen. It was warned. While 
the bill was before Congress, our State Department 
received 160 protests from 33 other nations, many of 
whom after the passage of the bill erected their own 
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tariff walls to the detriment or destruction of much of 
our export trade. 

Well, what is the result? In two years, from 1930 to 
May, 1932, to escape the penalty on the introduction of 
American-made goods, American manufacturers have 
established in foreign countries 258 separate factories; 
48 of them in Europe; 12 in Latin America; 28 in the Far 
East, and 71 across the border in Canada. The Prime 
Minister of Canada said in a recent speech that a fac- 
tory is moving every day of the year from the United 
States into Canada, and he assured those at the recent 
conferences at Ottawa that the arrangements made 
there with Great Britain and other colonies would take 
$250,000,000 of Canadian trade that would otherwise 
go to the United States. So you see, my friends, what 
that tariff bill did there was to put more men on the 
street here, and to put more people to work outside 
our borders. 

Now, there was a secondary and perhaps even 
more disastrous effect of Grundyism. Billions of dol- 
lars of debts are due to this country from abroad. If the 
debtor Nations cannot export goods, they must try to 
pay in gold. But we started such a drain on the gold 
reserves of the other Nations as to force practically all 
of them off the gold standard. What happened? The 
value of the money of each of these countries relative 
to the value of our dollar declined alarmingly and 
steadily. It took more Argentine pesos to buy an Ameri- 
can plow. It took more English shillings to buy an 
American bushel of wheat, or an American bale of 
cotton. 

Why, they just could not buy goods with their 
money. These goods then were thrown back upon our 
markets and prices fell still more. 

And so, summing up, this Grundy tariff has largely 
extinguished the export markets for our industrial and 
our farm surplus; it has prevented the payment of pub- 
lic and private debts to us and the interest thereon, in- 
creasing taxation to meet the expense of our 
Government, and finally it has driven our factories 
abroad. 

The process still goes on, my friends. Indeed, it may 
be only in its beginning. The Grundy tariff still retains 
its grip on the throat of international commerce. 

There is no relief in sight, and certainly there can 
be no relief if the men in Washington responsible for 
this disaster continue in power. And I say to you, in all 
earnestness and sincerity, that unless and until this 
process is reversed throughout the world, there is no 
hope for full economic recovery, or for true prosperity 
in this beloved country of ours. 

The essential trouble is that the Republican lead- 
ers thought they had a good patent on the doctrine of 
unscaleable tariff walls and that no other Nation could 
use the same idea. Well, either that patent has expired 
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or else never was any good anyway; or else, one other 
alternative, all the other Nations have infringed on our 
patent and there is no court to which we can take our 
case. It was a stupid, blundering idea, and we know it 
today and we know it has brought disaster. 

Do not expect our adroit Republican friends to 
admit this. They do not. On the contrary, they have 
adopted the boldest alibi in the history of politics. Hav- 
ing brought this trouble on the world, they now seek 
to avoid all responsibility by blaming the foreign vic- 
tims for their own economic blundering. They say that 
all of our troubles come from abroad and that the Ad- 
ministration is not in the least to be held to answer. This 
excuse is a Classic of impertinence. If ever a condition 
was more clearly traceable to two specific American- 
made causes, it is the depression of this country and 
the world. Those two causes are interrelated. The sec- 
ond one, in point of time, is the Grundy tariff. The first 
one is the fact that by improvident loans to “backward 
and crippled countries,” the policy of which was spe- 
cifically recommended by the President, we financed 
practically our entire export trade and the payment of 
interest and principal to us by our debtors, and even 
in part, the payment of German reparations. 

When we began to diminish that financing in 1929 
the economic structure of the world began to totter. 

If it be fair to ask, What does the Democratic Party 
propose to do in the premises? 

The platform declares in favor of a competitive tar- 
iff which means one which will put the American pro- 
ducers on a market equality with their foreign 
competitors, one that equalizes the difference in the 
cost of production, nota prohibitory tariff back of which 
domestic producers may combine to practice extortion 
of the American public. 

I appreciate that the doctrine thus announced is 
not widely different from that preached by Republi- 
can statesmen and politicians, but I do know this, that 
the theory professed by them is that the tariff should 
equalize the difference in the cost of production as be- 
tween this country and competitive countries, and I 
know thatin practice that theory is utterly disregarded. 
The rates that are imposed are far in excess of any such 
difference, looking to total exclusion of imports—in 
other words, prohibitory rates. 

Of course the outrageously excessive rates in that 
bill as it became law, must come down. But we should 
not lower them beyond a reasonable point, a point in- 
dicated by common sense and facts. Such revision of 
the tariff will injure no legitimate interest. Labor need 
have no apprehensions concerning such a course, for 
labor knows by long and bitter experience that the 
highly protected industries pay not one penny higher 
wages than the non-protected industries, such as the 
automobile industry, for example. 
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But, my friends, how is reduction to be accom- 
plished? In view of present world conditions, interna- 
tional negotiation is the first, the most practical, the 
most common-sense, and the most desirable method. 
We must consent to the reduction to some extent of 
some of our duties in order to secure a lowering of for- 
eign tariff walls over which a larger measure of our 
surplus may be sent. 

I have not the fear that possesses some timorous 
minds that we should get the worst of it in such recip- 
rocal arrangements. I ask if you have no faith in our 
Yankee tradition of good old-fashioned trading? Do you 
believe that our early instincts for successful barter have 
degenerated or atrophied? I do not think so. I have 
confidence that the spirit of the stalwart traders still 
permeates our people, that the red blood of the men 
who sailed our Yankee clipper ships around the Horn 
and Cape of Good Hope in the China trade still courses 
in our veins. I cannot picture Uncle Sam as a supine, 
white-livered, flabby-muscled old man, cooling his 
heels in the shade of our tariff walls. We may not have 
the astuteness in some forms of international diplo- 
macy that our more experienced European friends 
have, but when it comes to good old-fashioned barter 
and trade—whether it be goods or tariff—my money 
is on the American. My friends, there cannot and shall 
not be any foreign dictation of our tariff policies, but I 
am willing and ready to sit down around the table with 
them. 

And next, my friends, the Democrats propose to 
accomplish the necessary reduction through the agency 
of the Tariff Commission. 

I need not say to you that one of the most deplor- 
able features of tariff legislation is the log-rolling pro- 
cess by which it has been effected in Republican and 
Democratic Congresses. Indefensible rates are intro- 
duced through an understanding, usually implied 
rather than expressed among members, each of whom 
is interested in one or more individual items. Yet, it is a 
case of you scratch my back and I will scratch yours. 
Now, to avoid that as well as other evils in tariff mak- 
ing, a Democratic Congress in 1916 passed, and a 
Democratic President approved, a bill creating a bipar- 
tisan Tariff Commission, charged with the duty of sup- 
plying the Congress with accurate and full information 
upon which to base tariff rates. That Commission func- 
tioned as a scientific body until 1922, when by the in- 
corporation of the so-called flexible provisions of the 
Act it was transformed into a political body. Under 
those flexible provisions—reenacted in the Grundy 
tariff of 1930—the Commission reports not to a Con- 
gress but to the President, who is then empowered on 
its recommendation to raise or lower the tariff rates by 
as much as 50 percent. At the last session of Congress— 
this brings us down to date—by the practically unani- 
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mous action of the Democrats of both houses, aided 
by liberal-minded Republicans led by Senator Norris, 
of Nebraska, a bill was passed by the Congress, but 
vetoed by the President, which, for the purpose of pre- 
venting log-rolling provided that if a report were made 
by the Tariff Commission on a particular item, with a 
recommendation as to the rates of duty, a bill to make 
effective that rate would not be subject to amendment 
in the Congress so as to include any other items not 
directly affected by the change proposed in the bill. 
And in that way each particular tariff rate proposed 
would be judged on its merits alone. If that bill had 
been signed by the President of the United States, log- 
rolling would have come to an end. 

Iam confident in the belief that under such a sys- 
tem rates adopted would generally be so reasonable 
that there would be very little opportunity for criticism 
or even caviling as to them. I am sure that it is not that 
any duties are imposed that complaint is made, for 
despite the effort, repeated in every campaign, to stig- 
matize the Democratic Party as a free trade party, there 
never has been a tariff act passed since the Govern- 
ment came into existence, in which the duties were not 
levied with a view to giving the American producer an 
advantage over his foreign competitor. I think you will 
agree with me that the difference in our day between 
the two major parties in respect to their leadership on 
the subject of the tariff is that the Republican leaders, 
whatever may be their profession, would put the du- 
ties so high as to make them practically prohibitive— 
and on the other hand that the Democratic leaders 
would put them as low as the preservation of the pros- 
perity of American industry and American agriculture 
will permit. 

Another feature of the bill to which reference has 
been made, a feature designed to obviate tariff log- 
rolling, contemplated the appointment of a public 
counsel who should be heard on all applications for 
changes in rates whether for increases sought by pro- 
ducers, sometimes greedy producers, or for decreases 
asked by importers, equally often actuated by purely 
selfish motives. And I hope some such change may 
speedily be enacted. It will have my cordial approval 
because, my friends, it means that the average citizen 
would have some representation. 

Now, just a few words in closing. I want to speak to 
you of one other factor which enters into the dangerous 
emergency in which you farmers find yourselves at this 
moment. For more than a year I have spoken in my State 
and in other States of the actual calamity that impends 
on account of farm mortgages. Ever since my nomina- 
tion on the first day of July, Ihave advocated immediate 
attention and immediate action looking to the preser- 
vation of the American home to the American farmer. 
But I recognize that Iam not at the head of the National 
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Administration nor shall I be until the March 4th next. 
Today I read in the papers that for the first time, so far as 
I know, the Administration of President Hoover has dis- 
covered the fact that there is such a thing as a farm mort- 
gage or a home mortgage. 

Ido not have to tell you that, with the knowledge 
of conditions in my State which ranks fifth or sixth 
among the agricultural States of the Union and with 
the knowledge I have gleaned on this trip from coast 
to coast, I realize to the full the seriousness of the farm 
mortgage situation. And at least we can take a crumb 
of hope from his proposal for just another conference, 
a conference of some kind at least to discuss the situa- 
tion. Seriously, my friends, all that I can tell you is that 
with you I deplore, I regret the inexcusable, the repre- 
hensible delay of Washington, not for months alone, 
but for years. I have already been specific on this sub- 
ject, upon mortgages, in my Topeka speech. All that I 
can promise you between now and the fourth of March 
is that I will continue to preach the plight of the farmer 
who is losing his home. All I can do is to promise you 
that when the authority of administration and recom- 
mendation to Congress is placed in my hands I will do 
everything in my power to bring the relief that is so 
long overdue. I shall not wait until the end of a cam- 
paign, I shall not wait until I have spent four years in 
the White House. 


Source: Franklin D. Roosevelt, The Public Papers and Ad- 
dresses of Franklin D. Roosevelt, 1928-1932, Vol. 1 (New York: 
Random House, 1938). 


HERBERT HOOVER’S RESPONSE 
TO FRANKLIN D. ROOSEVELT 
CONCERNING THE HAWLEY- 
SMOOT TARIFF (1932) 


During the U.S. presidential campaign of 1932 between 
Herbert Hoover and Franklin D. Roosevelt, the Democratic 
candidate charged that by signing the Hawley-Smoot Tariff 
into law, Hoover had disrupted international trade and caused 
the worsening of the Great Depression. In the following 
speech, given in Cleveland, Ohio, on October 15, 1932, 
Hoover argued that a number of other factors created the eco- 
nomic crisis, including the cost of World War I, the division 
of the old European empires, and the erection of tariff barri- 
ers by these new nations during the 1920s. According to 
Hoover, Hawley-Smoot was passed in response to the tariff 
barriers erected against American trade. 


I spoke at Des Moines about agriculture. My remarks 
this evening will be largely directed to employment and 
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to the wage and salary earners. I propose to review what 
the Administration has done and the measures and poli- 
cies it has in action together with the relation of these 
policies to those of our opponents. As President of the 
United States, I have the duty to speak to workers, but I 
also have a certain personal right to speak. 

When I talk to you tonight about labor I speak not 
out of academic imaginings but from sharp personal 
experience. I have looked at these human problems, 
not only from the fireside of one who has returned from 
a day’s work with his own hands but I know the prob- 
lem that haunts the employer through the night, des- 
perate to find the money with which to meet the week’s 
pay roll. In public service during years I have had to 
look at these problems from the point of view of the 
national welfare as a whole. 

The people of a free nation have a right to ask their 
government, “Why has our employment been inter- 
rupted? What measures have been taken in our pro- 
tection? What has been done to remove the obstacles 
from the return of our work to us?” They not only have 
a right to ask these questions but to have an answer. I 
am here tonight to give that answer. 

During the past three years our economic system 
has received the most terrific shock and dislocation 
which, had not strong action been taken by your gov- 
ernment, would have imperiled the Republic and the 
whole hope of recovery. It has affected business, in- 
dustry, employment, and agriculture alike. It is appro- 
priate to report that while many of our measures are 
directed to the protection and assistance of particular 
groups, yet all are in the same boat and all must come 
to shore together. And how are they to get to shore? By 
listening to those who manifestly display a lack of 
knowledge of the character of the storm and of the pri- 
mary problems of navigation? By boring holes in the 
bottom of the boat? By throwing overboard the mea- 
sures designed to meet the storm and which are prov- 
ing their effectiveness? 

Our opponents have been going up and down the 
land repeating the statement that the sole or major ori- 
gins of this disruption of this world-wide hurricane 
came from the United States through the wild floata- 
tion of securities and the stock market speculation in 
New York three years ago, together with the passage 
of the Smoot-Hawley tariff bill, which took place 9 
months after the storm broke. 

I propose to discuss this assertion. 

First. Because it can be proved absolutely untrue. 

Second. Because the United States did not bring 
this calamity upon the world. The United States is not 
the oppressor of the world. 

Third. Because it can be demonstrated to be 
founded upon a complete misunderstanding of what 
has happened in the world. 


HOOVER’S RESPONSE CONCERNING THE HAWLEY-SMOOT TARIFF 


(1932) 


Fourth. Because any party which exhibits such a 
lack of economic understanding upon which to base 
national politics should not be trusted with the fate of 
25,000,000 American families. They should not be 
trusted to command the battle against the most gigan- 
tic economic emergency with which our people have 
ever been confronted, and to bring that battle to victo- 
rious issue in the reestablishment of the functioning of 
our economic machine. 

This thesis of the opposition as to the origin of our 
troubles is a wonderful explanation for political pur- 
poses. I would be glad, indeed, if all the enormous prob- 
lems in the world could be simplified in such a fashion. 
If that were all that has been the matter with us, we 
could have recovered from this depression two years 
ago instead of fighting ever since that time against the 
most destructive force which we have ever met in the 
whole history of the United States—and I am glad to 
say fighting victoriously. 

Nowhere doI find the slightest reference in all the 
statements of the opposition party to the part played 
by the greatest war in history, the inheritances from it, 
the fears and panics and dreadful economic catastro- 
phes which have developed from these causes in for- 
eign countries, or the idea that they may have had the 
remotest thing to do with the calamity against which 
this administration is fighting day and night. 

The leaders of the Democratic Party appear to be 
entirely in ignorance of the effect of the killing or inca- 
pacitating of 40,000,000 of the best youth of the earth, 
or of the stupendous cost of war—a sum of 
$300,000,000,000, or a sum nearly equal to the value of 
all the property in the United States, or the stupen- 
dous inheritance of debt, with its subsequent burden 
of taxes on scores of nations, with their stifling effect 
upon recuperation of industry and commerce or para- 
lyzing effect upon world commerce by the continued 
instability of currencies and budgets. 

Democratic leaders have apparently not yet 
learned of the political instability that arose all over 
Europe from the harsh treaties which ended the war 
from time to time paralyzed confidence. They have 
apparently never heard of the continuing economic 
dislocation from the transfer on every frontier of great 
masses of people from their former economic setting. 

They apparently have not heard of the continuing 
dislocation of the stream of economic life which has 
been caused by the carving of 12 new nations from 3 
old empires. These nations have a rightful aspiration 
to build their own separate economic systems; they 
naturally have surrounded themselves with tariffs and 
other national protections and have thereby diverted 
the long-established currents of trade. I presume, how- 
ever, that if our Democrat leaders should hear of these 
nine new tariff walls introduced into the world some 
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14 years ago they would lay them at the door of the 
Smoot-Hawley bill passed 12 years later. 

They apparently have not heard of the increase of 
standing armies of the world from two to five million 
men, with consequent burdens upon the taxpayer and 
the constant threat to the peace of the world. 

Democratic leaders apparently ignore the effect 
upon us of the revolution among 300,000,000 people in 
China or the agitations amongst 160,000,000 people in 
Russia. They have ignored the effect of Russia’s dump- 
ing into the world the commodities taken from its ne- 
cessitous people in a desperate effort to secure money 
with which to carry on—shall I call it—a new deal. 

The Democratic leaders apparently have never 
heard that there has been gigantic over-production of 
rubber in the Indies, of sugar in Cuba, of coffee in Bra- 
zil, of cocoa in Ecuador, of copper in the Congo, of lead 
in Burma, overproduction of zinc in Australia, over- 
production of oil from new discoveries in the United 
States, Russia, Sumatra, and Venezuela; and likewise 
the effect of the introduction into the world of gigantic 
areas of new wheatlands in the Argentine and in 
Canada; new cotton lands in Egypt. In each and every 
case these enormous overproductions, far beyond con- 
sumption even in boom times, have crashed into the 
immutable law of supply and demand and brought 
collapse in prices and with it a train of bankruptcies 
and destruction of buying power for American goods. 

They appear not to recognize that these forces fi- 
nally generated economic strangulations, fears, and 
panic, the streams of which precipitated another long 
series of world-wide disasters. 

The Democratic leaders apparently never hear that 
there followed revolutions in Spain and Portugal, 
Brazil, the Argentine, Chile, Peru, Ecuador, Siam, with 
attempts at revolution in a dozen other countries, 
resulting in their partial or practical repudiation of debt 
and the constant decrease in buying power for our 
goods. 

They seem not to know that the further accumula- 
tion of all these causes and dislocations finally placed 
a strain upon the weakened economic systems of Eu- 
rope until one by one they collapsed in failure of their 
gold standards and the partial or total repudiation of 
debts. They would hold the American people ignorant 
that every one of these nations in their financial crises 
imposed direct or indirect restrictions on the import of 
goods in order to reduce expenditures of their people. 
They call these “reprisals” against the Smoot-Hawley 
tariff bill. 

They apparently have never heard of the succeed- 
ing jeopardy in which our Nation was put through 
these destructions of world commerce, or the persis- 
tent dumping of securities into the American market 
from these panic-stricken countries; the gigantic drains 
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upon our gold and exchange; or the consequent fear 
that swept over our people, causing them to draw from 
our bank resources $1,500,000,000, all of which con- 
tracted credit, resulted in demand for payment of debts 
right and left, and thwarted our every effort for indus- 
trial recovery. 

Yet in the face of all these tremendous facts, our 
Democratic friends leave the impression with the 
American people that the prime cause of this disaster 
was the boom in flotations and stock prices and a small 
increase in American tariffs. 

Such an impression is unquestionably sought by 
the Democratic candidate when he says: 

“That bubble burst first in the land of its origin— 
the United States. The major collapse abroad followed. 
It was not simultaneous with ours.” 

I do not underrate the distressing losses to millions 
of our people or the weakening of our strength from 
the mania of speculation and flotation of securities, but 
I may incidentally remark that the state governments 
have the primary responsibility to protect their citizens 
in these matters and that the vast majority of such trans- 
actions originated or took place in the State of New York. 

But as to the accuracy of the statement I have 
quoted I may call your attention to a recent bulletin of 
the highly respected National Bureau of Economic 
Research, in which it is shown that this depression in 
the world began in 11 countries, having a population 
of 600,000,000 people, before it even appeared in our 
country, instead of the bubble having “first burst in the 
United States.” Their report shows that the depression 
in eight other countries, with a population of another 
600,000,000 people, started at the same time with ours. 
In fact, the shocks from the continued economic earth- 
quakes in these other countries carried our prices far 
below the values they would otherwise have sunk to, 
with all its train of greatly increased losses, perils, and 
unemployment. 

Our opponents demand to know why the govern- 
mental leaders of business men over the world did not 
foresee the approach of these disintegrating forces. That 
answer is simple. The whole world was striving to over- 
come them, but finally they accumulated until certain 
countries could no longer stand the strain, and their 
people, suddenly overtaken by fear and panic, through 
hoarding and exporting their capital for safety, brought 
down their own houses and these disasters spread like 
a prairie fire through the world. No man can foresee 
the coming fear or panic, or the extent of this effect. I 
did not notice any Democratic Jeremiahs. 

So much for the beginnings and forces moving in 
this calamity. 

Inow come to the amazing statements that the tar- 
iff bill of 1930 has borne a major influence in this 
debacle. 
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I quote from the Democratic candidate: 

“The Hawley-Smoot tariff is one of the most im- 
portant factors in the present world-wide depressions.” 

“The tariff has done so much to destroy foreign 
trade as to make foreign trade virtually impossible.” 

Ishall analyze the accuracy of these statements not 
only because I should like to get before my country- 
men a picture of the lack of understanding which the 
Democratic Party has of world trade, but also for the 
further reasons that it is of vital importance to labor 
that, as our opponents have this obsession, it means 
that if they are intrusted with control of our govern- 
ment they intend to break down the protective tariff 
which is the very first line of defense of the American 
standard of living against these new forces. 

It requires a collection of dull facts to demonstrate 
the errors in these bald assertions by Democratic leaders. 

At the beginning I may repeat that this tariff bill was 
not passed until nine months after the economic depres- 
sion began in the United States and also not until 20 
other countries had already gone into the depression. 

The Democratic Party seldom mentions that 66 per 
cent of our imports are free of duty, but that is the fact. 
From half to two-thirds of the trade of the world is in 
nondutiable goods—that is, mostly raw materials; an- 
other part is in luxuries, upon which all nations collect 
tariffs for revenue; another part, and probably less than 
one-third of the whole, is in competitive goods so far 
as the importing nation is concerned and therefore 
subject to protective tariffs. 

The trade of the world has distressingly diminished 
under the impact of these successive dislocations 
abroad. But the decrease is almost exactly the same in 
the free goods everywhere as in the dutiable goods. 
That is the case in the United States. 

If the Smoot-Hawley tariff reduced our imports of 
dutiable goods, what was it that reduced the two-thirds 
of non-dutiable goods? 

If we explore a little further, we would find from 
the Tariff Commission that the total duties collected in 
a comparable year represent 16 per cent of the total 
imports, this being an increase from 13.8 per cent of 
the previous tariffs. In other words, the effect of the 
new tariff shows an increase of 2.2 per cent. This is the 
margin with which they say we have pulled down for- 
eign governments, created tyrannies, financial shocks, 
and revolutions. 

I may mention that upon the same basis the 
McKinley duties were 23 per cent; the Dingley duties 
were 25.8 per cent; the Payne-Aldrich duties were 19.3 
per cent of the whole of our imports—all compared 
with the 16 per cent of the present tariff—and yet they 
produced in foreign countries no revolutions, no finan- 
cial crises, and did not destroy the whole world, nor 
destroy American foreign trade. 
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And I may explore the facts further. The 5-year 
average of the import trade of the United States before 
the depression was about 12 per cent of the whole 
world import trade. This they would say that 2.2 per 
cent increase applied to one-eighth of the world’s im- 
ports has produced this catastrophe. 

Ican explore this in still another direction. I remind 
you that we levy tariffs upon only one-third of our 
imports. I also remind you that the actual increases 
made in the Smoot-Hawley Act covered one-quarter 
of the dutiable imports. I may also remind you that our 
import trade is only one-eighth of the import trade of 
the world. So they would have us believe this world 
catastrophe and this destruction of foreign trade hap- 
pened because the United States increased tariffs on 
one-fourth of one-third of one-eighth of the world’s 
imports. Thus we pulled down the world, so they tell 
us, by increased on less than 1 per cent of the goods 
being imported by the world. 

And I may explore the responsibility of the tariffs 
still further. My opponent has said that it— 

“Started such a drain on the gold reserves of the 
principal countries as to force practically all of them 
off the gold standard.” 

At Des Moines I defended the American people 
from this guilt. I pointed out that it happens there had 
been no drain of gold from Europe, which is the center 
of this disturbance, but on the contrary, that Europe’s 
gold holdings have increased every year since the 
Smoot-Hawley tariff was passed. 

My fellow citizens, I could continue for hours in 
an analysis of mistaken statements and misinforma- 
tion from the opposition. But I assure you that this 
country is not to blame for the catastrophes that have 
come on the world. The American people did not origi- 
nate the age-old controversies of Europe. We did not 
inaugurate the Great War or the panics in Europe. 

No, my friends, the increase of duties collected by 
the United States by 2.2 per cent calculated on all the 
goods we import did not bring about the debacle in 
the world. If every country in the world were to in- 
crease the duty upon their imports by 2.2 per cent to- 
morrow, but if at the same time they would also adopt 
domestic policies which would bring about release of 
the energies and progress of their people—if they 
would support confidence in the world, then the 
world’s, as well as our own, international commerce 
would thrive and boom beyond any dimensions that 
we ever dreamed of. 

I dwell on this point, not only because I believe it 
is important to correct current misstatements of our 
opponents but because the policies of our opponents 
are founded upon misconceptions of the utmost grav- 
ity for the future of the United States. If it were not a 
matter of such utter gravity for the future of the United 


States, Ishould treat them notin a sense of seriousness 
but in a sense of humor. There is a vital determination 
before the American people as to whether there shall 
be placed in power over the destinies of 120,000,000 of 
people a party which so lacks a penetration into the 
forces active in the world and the dangers and respon- 
sibilities that arise from them. ... 

I wish for a moment to return to the tariff. There is 
no measure in the whole economic gamut more vital 
to the American workingman and the farmer today 
than the maintenance of the protective tariff. I stand 
on that principle of protection. Our opponents are op- 
posed to that principle. They propose “a competitive 
tariff for revenue.” They propose to do this in the face 
of the fact that in the last year currencies of competing 
nations have depreciated by going off the gold stan- 
dard and consequently wages have been lowered in 
30 competing countries. This is a flat issue which ev- 
ery farmer and workman in the United States should 
consider from the point of view of his home and his 
living. 

That it is the intention of the Democratic candidate 
to reduce the tariffs—on all commodities—must be clear 
from these typical expressions in respect to the present 
tariff used in this campaign—“Wicked and exorbitant 
tariff,’ “its outrageous rates,” “almost prohibitive tariffs,” 
“the notorious and indefensible Smoot-Hawley tariff,” 
“the excessive rates of that bill must come down,” “un- 
til the tariff is lowered,” “our policy calls for lower 
tariffs.” 

Do you want to compete with laborers whose 
wages in his own money are only sufficient to buy from 
one-eighth to one-third of the amount of bread and 
butter which you can buy at the present rate of wages? 
That is the plain question. It does not require a great 
deal of ingenious argument to support its correct an- 
swer. Itis true we have the most gigantic market in the 
world today, surrounded by nations clamoring to get 
in. But it has been my belief—anzd it is still my belief— 
that we should protect this market for our own labor; 
not surrender it to the labor of foreign countries as the 
Democratic party proposes to do. 


Source: Herbert Hoover and Calvin Coolidge, Campaign 
Speeches of 1932 (Garden City, NY: Doubleday, Herbert, 1933), 
80-109. 


NEUTRALITY ACT OF 1935 


Congress passed the Neutrality Act of 1935 in response to 
charges raised by the Nye Committee (named after its chair, 
Senator Gerald Nye). The committee argued that U.S. busi- 
nesses had operated as “merchants of death” during World 
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War Land that in future wars the country should not seek to 
profit from them. Under the terms of the act, the president 
must declare that two or more nations are at war before U.S. 
manufacturers are prohibited from selling arms and ammu- 
nition to those countries. The act also prohibits Americans 
from traveling on ships registered to belligerent nations. This 
act was subsequently modified in 1936 and 1937 with some 
of the restrictions removed or weakened. 


JOINT RESOLUTION 

49 stat. 1081; 22 U.S.C. 441 note 

Providing for the prohibition of the export of arms, 
ammunition, and implements of war to belligerent 
countries; the prohibition of the transportation of arms, 
ammunition, and implements of war by vessels of the 
United States for the use of belligerent states; for the 
registration and licensing of persons engaged in the 
business of manufacturing, exporting, or importing 
arms, ammunition, or implements of war; and restrict- 
ing travel by American citizens on belligerent ships 
during war. 

Resolved by the Senate and House of Representa- 
tives of the United States of America in Congress as- 
sembled, That upon the outbreak or during the 
progress of war between, or among, two or more for- 
eign states, the President shall proclaim such fact, and 
it shall thereafter be unlawful to export arms, ammu- 
nition, or implements of war from any place in the 
United States, or possessions of the United States, to 
any port of such belligerent states, or to any neutral 
port for transshipment to, or for the use of, a belliger- 
ent country. 

The President, by proclamation, shall definitely 
enumerate the arms, ammunition, or implements of 
war, the export of which is prohibited by this Act. 

The President may, from time to time, by procla- 
mation, extend such embargo upon the export of arms, 
ammunition, or implements of war to other states as 
and when they may become involved in such war. 

Whoever, in violation of any of the provisions of 
this section, shall export, or attempt to export, or cause 
to be exported, arms, ammunition, or implements of 
war from the United States, or any of its possessions, 
shall be fined not more than $10,000 or imprisoned not 
more than five years, or both, and the property, vessel, 
or vehicle containing the same shall be subject to the 
provisions of sections 1 to 8, inclusive, title 6, chapter 
30, of the Act approved June 15, 1917 (40 Stat. 223-225; 
U.S.C., title 22, secs. 238-245). 

In the case of the forfeiture of any arms, ammuni- 
tion, or implements of war by reason of a violation of 
this Act, no public or private sale shall be required; but 
such arms, ammunition, or implements of war shall be 
delivered to the Secretary of War for such use or dis- 
posal thereof as shall be approved by the President. 
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When in the judgment of the President the condi- 
tions which have caused him to issue his proclamation 
have ceased to exist he shall revoke the same and the 
provisions hereof shall thereupon cease to apply. 

Except with respect to prosecutions committed or 
forfeitures incurred prior to March 1, 1936, this section 
and all proclamations issued thereunder shall not be 
effective after February 29, 1936. 

SEC. 2. That for the purpose of this Act- 

(a) The term “Board” means the National Muni- 
tions Control Board which is hereby established to 
carry out the provisions of this Act. The Board shall 
consist of the Secretary of State, who shall be chairman 
and executive officer of the Board; the Secretary of the 
Treasury; the Secretary of War; the Secretary of the 
Navy; and the Secretary of Commerce. Except as oth- 
erwise provided in this Act, or by other law, the ad- 
ministration of this Act is vested in the Department of 
State; 

(b) The term “United States” when used in a geo- 
graphical sense, includes the several States and Terri- 
tories, the insular possessions of the United States 
(including the Philippine Islands), the Canal Zone, and 
the District of Columbia; 

(c) The term “person” includes a partnership, com- 
pany, association, or corporation, as well as a natural 
person. 

Within ninety days after the effective date of this 
Act, or upon first engaging in business, every person 
who engages in the business of manufacturing, export- 
ing, or importing any of the arms, ammunition, and 
implements of war referred to in this Act, whether as 
an exporter, importer, manufacturer, or dealer, shall 
register with the Secretary of State his name, or busi- 
ness name, principal place of business, and places of 
business in the United States, and a list of the arms, 
ammunition, and implements of war which he manu- 
factures, imports, or exports. 

Every person required to register under this sec- 
tion shall notify the Secretary of State of any change in 
the arms, ammunition, and implements of war which 
he exports, imports, or manufactures; and upon such 
notification the Secretary of State shall issue to such 
person an amended certificate of registration, free of 
charge, which shall remain valid until the date of expi- 
ration of the original certificate. Every person required 
to register under the provisions of this section shall pay 
a registration fee of $500, and upon receipt of such fee 
the Secretary of State shall issue a registration certifi- 
cate valid for five years, which shall be renewable for 
further periods of five years upon the payment of each 
renewal of a fee of $500. 

It shall be unlawful for any person to export, or 
attempt to export, from the United States any of the 
arms, ammunition, or implements of war referred to 


in this Act to any other country or to import, or attempt 
to import, to the United States from any other country 
any of the arms, ammunition, or implements of war 
referred to in this Act without first having obtained a 
license therefor. 

All persons required to register under this section 
shall maintain, subject to the inspection of the Board, 
such permanent records of manufacture for export, 
importation, and exportation of arms, ammunition, and 
implements of war as the Board shall prescribe. 

Licenses shall be issued to persons who have reg- 
istered as provided for, except in cases of export or im- 
port licenses where exportation of arms, ammunition, 
or implements of war would be in violation of this Act 
or any other law of the United States, or of a treaty to 
which the United States is a party, in which cases such 
licenses shall not be issued. 

The Board shall be called by the Chairman and 
shall hold at least one meeting a year. 

No purchase of arms, ammunition, and imple- 
ments of war shall be made on behalf of the United 
States by any officer, executive department, or inde- 
pendent establishment of the Government from any 
person who shall have failed to register under the pro- 
visions of this Act. 

The Board shall make an annual report to Con- 
gress, copies of which shall be distributed as are other 
reports transmitted to Congress. Such report shall con- 
tain such information and data collected by the Board 
as may be considered of value in the determination of 
questions connected with the control of trade in arms, 
ammunition, and implements of war. It shall include a 
list of all persons required to register under the provi- 
sions of this Act, and full information concerning the 
licenses issued hereunder. 

The Secretary of State shall promulgate such rules 
and regulations with regard to the enforcement of this 
section as he may deem necessary to carry out its 
provisions. 

The President is hereby authorized to proclaim 
upon recommendation of the Board from time to time 
a list of articles which shall be considered arms, am- 
munition, and implements of war for the purposes of 
this section. 

This section shall take effect on the ninetieth day 
after the date of its enactment. 

SEC. 3. Whenever the President shall issue the proc- 
lamation provided for in section 1 of this Act, thereafter 
it shall be unlawful for any American vessel to carry 
any arms, ammunition, or implements of war to any 
port of the belligerent countries named in such procla- 
mation as being at war, or to any neutral port for trans- 
shipment to, or for the use of, a belligerent country. 

Whoever, in violation of the provisions of this sec- 
tion, shall take, attempt to take, or shall authorize, hire, 


or solicit another to take any such vessel carrying such 
cargo out of port or from the jurisdiction of the United 
States shall be fined not more than $10,000 or impris- 
oned not more than five years, or both; and, in addi- 
tion, such vessel, her tackle, apparel, furniture, 
equipment, and the arms, ammunition, and imple- 
ments of war on board shall be forfeited to the United 
States. 

When the President finds the conditions which 
have caused him to issue his proclamation have ceased 
to exist, he shall revoke his proclamation, and the pro- 
visions of this section shall thereupon cease to apply. 

SEC. 4. Whenever, during any war in which the 
United States is neutral, the President, or any person 
“hereunto authorized by him, shall have cause to be- 
lieve that any vessel, domestic or foreign, whether re- 
quiring clearance or not, is about to carry out of a port 
of the United States, or its possession, men or fuel, arms, 
ammunition, implements of war, or other supplies to 
any warship, tender, or supply ship of a foreign bellig- 
erent nation, but the evidence is not deemed sufficient 
to justify forbidding the departure of the vessel as pro- 
vided for by section 1, title V, chapter 30, of the Act ap- 
proved June 15, 1917 (40 Stat. [221[22]]; U.S.C. title 18, 
sec. 31), and if, in the President's judgment, such ac- 
tion will serve to maintain peace between the United 
States and foreign nations, or to protect the commer- 
cial interests of the United States and its citizens, or to 
promote the security of the United States, he shall have 
the power and it shall be his duty to require the owner, 
master, or person in command thereof, before depart- 
ing from a port of the United States, or any of its pos- 
sessions, for a foreign port, to give a bond to the United 
States, with sufficient sureties, in such amount as he 
shall deem proper, conditioned that the vessel will not 
deliver the men, or the cargo, or any part thereof, to 
any warship, tender, or supply ship of a belligerent 
nation; and, if the President, or any person thereunto 
authorized by him, shall find that a vessel, domestic or 
foreign, in a port of the United States, or one of its pos- 
sessions, has previously cleared from such port during 
such war and delivered its cargo or any part thereof to 
a warship, tender, or supply ship of a belligerent na- 
tion, he may prohibit the departure of such vessel dur- 
ing the duration of the war. 

SEC. 5. Whenever, during any war in which the 
United States is neutral, the President shall find that 
special restrictions placed on the use of the ports and 
territorial waters of the United States, or of its pos- 
sessions, by the submarines of a foreign nation will 
serve to maintain peace between the United States 
and foreign nations, or to protect the commercial in- 
terests of the United States and its citizens, or to pro- 
mote the security of the United States, and shall make 
proclamation thereof, it shall thereafter be unlawful 
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for any such submarine to enter a port or the territo- 
rial waters of the United States or any of its posses- 
sions, or to depart therefrom, except under such 
conditions and subject to such limitations as the Presi- 
dent may prescribe. When, in his judgment, the con- 
ditions which have caused him to issue his 
proclamation have ceased to exist, he shall revoke his 
proclamation and the provisions of this section shall 
thereupon cease to apply. 

SEC. 6. Whenever, during any war in which the 
United States is neutral, the President shall find that 
the maintenance of peace between the United States 
and foreign nations, or the protection of the lives of 
citizens of the United States, or the protection of the 
commercial interests of the United States and its citi- 
zens, or the security of the United States requires that 
the American citizens should refrain from traveling as 
passengers on the vessels of any belligerent nation, he 
shall so proclaim, and thereafter no citizen of the 
United States shall travel on any vessel of any belliger- 
ent nation except at his own risk, unless in accordance 
with such rules and regulations as the President shall 
prescribe: Provided, however, That the provisions of 
this section shall not apply to a citizen travelling on 
the vessel of a belligerent whose voyage was begun in 
advance of the date of the President's proclamation, 
and who had no opportunity to discontinue his voy- 
age after that date: And provided further, That they 
shall not apply under ninety days after the date of the 
President's proclamation to a citizen returning from a 
foreign country to the United States or to any of its 
possessions. When, in the President's judgment, the 
conditions which have cause him to issue his procla- 
mation have ceased to exist, he shall revoke his procla- 
mation and the provisions of this section shall 
thereupon cease to apply. 

SEC. 7. In every case of the violation of any of the 
provisions of this Act where a specific penalty is not 
herein provided, such violator or violators, upon con- 
viction, shall be fined not more than $10,000 or impris- 
oned not more than five years, or both. 

SEC. 8. If any of the provisions of this Act, or the 
application thereof to any person or circumstance, is 
held invalid, the remainder of the Act, and the appli- 
cation of such provision to other persons or circum- 
stances, shall not be affected thereby. 

SEC. 9. The sum of $25,000 is hereby authorized to 
be appropriated, out of any money in the Treasury not 
otherwise appropriated, to be expended by the Secre- 
tary of State in administering this Act. 

Approved, August 31, 1935. 


Source: U.S. Department of State. Peace and War: United 
States Foreign Policy, 1931-1941, Publication 1983. (Washing- 
ton, DC: U.S. Government Printing Office, 1943), 265-271. 
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NYE COMMITTEE REPORT (1936) 


Between 1934 and 1936, the Nye Committee, named after 
its chair, Senator Gerald Nye, investigated the causes for U.S. 
involvement in World War I. Nye, a staunch isolationist, 
argued that businessmen had pushed for U.S. involvement 
to increase their profits and were therefore “merchants of 
death.” The committee also charged the business community 
with bribery of foreign officials and a host of other unethical 
business practices. Although the findings were inconclusive, 
Nye was able to push through Congress the Neutrality Act 
of 1935, as well as its modifications in 1936 and 1937. 


FINDINGS 


I. NATURE OF THE MUNITIONS COMPANIES 

The committee finds, under the head of “the nature of 
the industrial and commercial organizations engaged 
in the manufacture of or traffic in arms, ammunitions, 
or other implements of war” that almost none of the 
munitions companies in this country confine them- 
selves exclusively to the manufacture of military ma- 
terials. Great numbers of the largest suppliers to the 
Army and Navy (Westinghouse, General Electric, du 
Pont, General Motors, Babcock and Wilcox, etc.) are 
predominantly manufacturers of materials for civilian 
life. Others, such as the aviation companies and Colt’s 
Patent Firearms Co., supply the greatest portion of their 
output to the military services. In addition to the manu- 
facturers there are several sales companies which act 
as agents for various manufacturers. There are also bro- 
kers dealing largely in old and second-hand supplies. 
In case of war, other companies, not at present pro- 
ducing any munitions, would be called upon to fur- 
nish them. 


The Army manufactures its own rifles, cartridges, and 
field artillery. The Navy manufactures most of its own 
propellant powder, its own guns, and half of the battle- 
ships. 


II. THE SALES METHODS OF THE MUNITIONS 
COMPANIES 

The Committee finds, under the head of sales meth- 
ods of the munitions companies, that almost without 
exception, the American munitions companies inves- 
tigated have at times resorted to such unusual ap- 
proaches, questionable favors and commissions, and 
methods of “doing the needful’ as to constitute, in ef- 
fect, a form of bribery of foreign governmental officials 
or of their close friends in order to secure business. 


The committee realizes that these were field practices 
by the agents of the companies, and were apparently 
in many cases part of a level of competition set by for- 
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eign companies, and that the heads of the American 
companies were, in cases, apparently unaware of their 
continued existence and shared the committee’s dis- 
taste and disapprobation of such practices. 


The committee accepts the evidence that the same prac- 
tices are resorted to by European munitions compa- 
nies, and that the whole process of selling arms abroad 
thus, in the words of a Colt agent, has “brought into 
play the most despicable side of human nature; lies, 
deceit, hypocrisy, greed, and graft occupying a most 
prominent part in the transactions.” 


The committee finds such practices on the part of any 
munitions company, domestic or foreign, to be highly 
unethical, a discredit to American business, and an 
unavoidable reflection upon those American govern- 
mental agencies which have unwittingly aided in the 
transactions so contaminated. 


The committee finds, further, that not only are such 
transactions highly unethical, but that they carry 
within themselves the seeds of disturbance to the 
peace and stability of those nations in which they take 
place. In some nations, violent changes of administra- 
tion might take place immediately upon the revela- 
tion of all details of such transactions. Mr. Lammot du 
Pont stated that the publication of certain du Pont tele- 
grams (not entered in the record) might cause a politi- 
cal repercussion in a certain South American country. 
At its February 1936 hearings, the committee also sup- 
pressed a number of names of agents and the country 
in which they were operating, in order to avoid such 
repercussions. 


The committee finds, further, that the intense compe- 
tition among European and American munitions com- 
panies with the attendant bribery of governmental 
officials tends to create a corrupt officialdom, and 
thereby weaken the remaining democracies of the 
world at their head. 


The committee finds, further, that the constant avail- 
ability of munitions companies with competitive bribes 
ready in outstretched hands does not create a situa- 
tion where the officials involved can, in the nature of 
things, be as much interested in peace and measures 
to secure peace as they are in increased armaments. 


The committee finds also that there is a very consider- 
able threat to the peace and civic progress of other na- 
tions in the success of the munitions makers and of their 
agents in corrupting the officials of any one nation and 
thereby selling to that one nation an armament out of 
proportion to its previous armaments. Whether such 
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extraordinary sales are procured through bribery or 
through other forms of salesmanship, the effect of such 
sales is to produce fear, hostility, and greater munitions 
orders on the part of neighboring countries, culminat- 
ing in economic strain and collapse or war. 


The committee elsewhere takes note of the contempt 
of some of the munitions companies for those govern- 
mental departments and officials interested in secur- 
ing peace, and finds here that continual or even 
occasional corruption of other governments naturally 
leads to a belief that all governments, including our 
own, must be controlled by economic forces entirely. 


Ill. THEIR ACTIVITIES CONCERNING PEACE 
EFFORTS 

The committee finds, under this head, that there is no 
record of any munitions company aiding any propos- 
als for limitation of armaments, but that, on the con- 
trary, there is a record of their active opposition by some 
to almost all such proposals, of resentment toward 
them, of contempt for those responsible for them, and 
of violation of such controls whenever established, and 
of rich profiting whenever such proposals failed. 


Following the peaceful settlement of the Tacna-Arica 
dispute between Peru and Chile, L.Y. Spear, vice presi- 
dent of Electric Boat Co. (which supplied submarines 
to Peru) wrote to Commander C.W. Craven, of Vickers- 
Armstrong (which supplied material to Chile): 


It is too bad that the pernicious activities of our State 
Department have put the brake on armament orders 
from Peru by forcing resumption of formal diplomatic 
relations with Chile. 


When the proposal to control the international traffic 
in arms was made in 1924 the Colt licensee in Belgium 
wrote: 


It is, of course, understood that our general interest is to 
prevent the hatching up of a new agreement plan “un- 
der such a form” (as Sir Eric Drummond says) “that it 
may be accepted by the governments of all the coun- 
tries who manufacture arms and munitions of war.” 


It then proposed methods of “lengthening the contro- 
versies” and to “wear out the bodies occupied with this 
question.” 


The first great peace effort after the war was incorpo- 
rated in the Treaty of Versailles and in the treaty of peace 
between the United States and Germany in the form 
of a prohibition on the manufacture, import, and ex- 
port of arms by Germany. The manufacture and ex- 
port of military powder by German companies, in 
violation of these treaty provisions first took place in 
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1924 and was known to the Nobel Co. (predecessors of 
Imperial Chemical Industries) of England and to the 
du Pont Co., but was not brought to the attention of 
the Department of State. The du Pont officials explained 
that the violation was allowed because of the close com- 
mercial relations between the British and German 
chemical companies. Later, United Aircraft licensed a 
German company for the manufacture of its airplane 
engines. Sperry Gyroscope also licensed a German 
company for the manufacture of its equipment. Both 
the engines and the equipment were of military avail- 
ability. (See part V, B, secs. II and III.) 


The second peace effort was made in 1922, when the 
Washington Disarmament Conference took place, not 
long after the American shipbuilding companies had 
received post-war awards of destroyers at a cost of 
$149,000,000, and while battleships whose construction 
was left pending in 1917 were being completed. The 
naval part of that conference succeeded in stopping a 
naval race. There was however, no effective action 
taken in regard to checking the use of poison gas, which 
was the other main subject for consideration. The 
committee’s record is incomplete on the activities of 
the munitions companies in this connection, but does 
show their opposition to proposals for control of the 
chemical industry and their interest in the choice of 
chemical advisers to the American delegation. The con- 
ference had been preceded by the sale of all the Ger- 
man chemical patents to the American companies for 
a small sum, extensive propaganda and expenditures 
for high-tariff protection on grounds of national de- 
fense, and the instigation and writing of news stories 
from London and Paris designed to give the American 
public the impression that France and England were 
engaged in the construction of great poison-gas facto- 
ries of their own to offset the German ones. Some of 
these were written by a du Pont agent under an as- 
sumed name. The Washington Conference operated in 
this atmosphere, and contented itself with repeating 
the declarations of The Hague conventions respecting 
the use of poisonous gases in warfare which had been 
violated during the war. Several delegations pointed 
out that this was no progress at all, but simply a reaf- 
firmation of supposedly existing international law. 


The embargo placed at the request of the Central 
(Nanking) Chinese Government on exports of arms to 
China was, according to the evidence, violated by 
American and European munitions companies. Ship- 
ments via Europe and Panama were frequently con- 
sidered as a means of evading the embargo. 


The Geneva Arms Control Conference of 1925 was 
watched carefully by the American and European 
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munitions makers. They knew the American military 
delegates to the conference several weeks before the 
public was informed of their names, and one of them 
told the munitions makers that he believed a licensing 
system (the sine qua non of any control) to be undesir- 
able. Du Pont representatives made known their ob- 
jections to publicity. At a conference at the Department 
of Commerce (prior to the convening of the Geneva 
Conference) the objections of the munitions manufac- 
turers were considered carefully and reservations to 
the draft convention to be discussed at Geneva were 
made. State Department documents not entered into 
the record, give credit to the American delegation to 
the Geneva Conference for weakening the proposed 
draft convention in two important respects. The du 
Pont representatives (who attended the meeting at the 
Department of Commerce) later remarked of the final 
draft of the convention regarding the arms traffic 
signed at Geneva in 1925: 


There will be some few inconveniences to the manufac- 
ture of munitions in their export trade, but in the main 
they will not he hampered materially. 


The draft convention was widely advertised as a large 
step forward in the direction of control of the traffic in 
arms. It has, in 1936, not yet been ratified by sufficient 
States to put it into effect. 


The influence of American naval shipbuilding compa- 
nies on the Geneva Disarmament Conference of 1927 
has been described in the committee’s report on Naval 
Shipbuilding (74th Cong., Rept. 944). Their agent at 
Geneva claimed credit for the failure of that conference, 
which came at a time when the Big Three shipyards 
had been given orders by the Navy for $53,744,000 in 
cruisers, which would have been cut materially in case 
the conference had been a success. He was paid by the 
shipbuilders into 1929. The Navy has not denied to the 
committee that this agent of the shipbuilders was in 
possession of confidential Navy Department docu- 
ments during the time of his activity at Geneva. 


Following the Geneva conference an arms embargo reso- 
lution was introduced in 1928 by the chairman of the 
American delegation to that conference, Representative 
Burton of Ohio. The munitions manufacturers, cocky 
with their success at Geneva, consulted with such allied 
interests as the Sporting Arms and Ammunition Manu- 
facturers Institute, and found it unnecessary to appear 
in the front ranks of opposition to this resolution. In 1932 
Representative Fish introduced a resolution for a multi- 
lateral agreement renouncing the sale and export of 
arms. Du Pont representatives were active in lining up 
War and Navy opposition to it. In 1932-33 President 
Hoover supported an arms embargo which drew the 
comment from a du Pont representative: 
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Regarding the attempts of Mr. Hoover and the “cooky 
pushers” in the State Department to effect embargoes 
on munitions sent out of the country, I do not believe 
there is the least occasion for alarm at present. 


The munitions people were active in opposition to the 
arms embargo proposal which was adopted in the Sen- 
ate without opposition. Senator Bingham of Connecti- 
cut succeeded in killing the bill on reconsideration and 
received the thanks of the munitions people and of 
their organization, the Army Ordnance Association. 
The War Department also opposed the embargo. 


In 1932, another disarmament conference was held at 
Geneva. By this time the failure to prevent the re- 
armament of Germany, described above, had resulted 
in great profits to the French steel industry which had 
received large orders for the building of the continu- 
ous line of fortifications across the north of France, to 
the French munition companies, and profits were be- 
ginning to flow into the American and English pockets 
from German orders for aviation matériel. This in turn 
resulted in a French and English aviation race, and with 
Germany openly rearming the much-heralded disar- 
mament conference which convened in 1932 has failed 
completely. It was pointed out by a committee mem- 
ber that du Pont representatives were aware that— 


the effect of the failure to check the [Versailles] treaty 
violation even goes to the extent of making a subsequent 
disarmament convention, if not improbable in its suc- 
cess, at least calculated to produce only an unworkable 
document. 


In 1934, Congress adopted a joint resolution prohibit- 
ing, in effect, sales of munitions to Bolivia and Para- 
guay, then engaged in the Chaco War, for a period of 
almost 6 years. During these 6 years, the munitions 
companies had profited largely from the defeat of the 
Burton embargo proposal, offered in 1928. 


The Chaco embargo, according to indictments issued 
by a Federal grand jury, was violated by the Curtiss- 
Wright Export Corporation and the Curtiss Aeroplane 
Motor Co. The lower court has held the embargo un- 
constitutional on the ground of delegation of power to 
the President. 


Mayrink-Veiga, agents for many munitions companies 
in Brazil suggested that the embargo could be evaded 
by the shipment of planes to Europe first, stating that 
to be the Curtiss and Bellanca procedure. 


In 1935, after a year of hearings by the special commit- 
tee, a neutrality bill was passed including an embargo 
on arms, ammunition, and implements of war in the 
event of a state of war between two or more foreign 
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states, and including a munitions-control board with 
power to issue export licenses. The Secretary of State 
has announced that not all the companies supposed to 
register under this law have done so. In 1936 an at- 
tempt was made to amend the neutrality law by hold- 
ing the exports of necessary war materials (oil, copper, 
steel, etc.) to belligerents to normal quotas. This was 
defeated. Considerable quantities of those materials 
were already being exported to Italy, one of the 
belligerents in the Italo-Ethiopian War, and some of the 
exporting companies had connections and investments 
in Italy. 


IV. THE EFFECT OF ARMAMENTS ON PEACE 

The committee finds, under the head of the effect of 
armament, on peace, that some of the munitions com- 
panies have occasionally had opportunities to inten- 
sify the fears of people for their neighbors and have 
used them to their own profit. 


The committee finds, further, that the very quality 
which in civilian life tends to lead toward progressive 
civilization, namely the improvements of machinery, 
has been used by the munitions makers to scare na- 
tions into a continued frantic expenditure for the lat- 
est improvements in devices of warfare. The constant 
message of the traveling salesman of the munitions 
companies to the rest of the world has been that they 
now had available for sale something new, more dan- 
gerous and more deadly than ever before and that the 
potential enemy was or would be buying it. 


While the evidence before this committee does not 
show that wars have been started solely because of the 
activities of munitions makers and their agents, it is 
also true that wars rarely have one single cause, and 
the committee finds it to be against the peace of the 
world for selfishly interested organizations to be left 
free to goad and frighten nations into military activity. 


The committee finds, further, that munitions compa- 
nies engaged in bribery find themselves involved in 
the civil and military politics of other nations, and that 
this is an unwarranted form of intrusion into the af- 
fairs of other nations and undesirable representation 
of the character and methods of the people of the 
United States. 


The export field of our munitions companies has been 
South America and China, with occasional excursions 
into Poland, Turkey, Siam, Italy, Japan, and other na- 
tions. There was less important dynamite loose in ei- 
ther South America or China than in Western Europe. 
The activities of the munitions makers in Europe were 
of greater importance to the peace of the western world 
than their activities in either South America or China. 
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It will remain for commissions with full powers in the 
large European nations to report on the provocative 
activities of their companies, particularly to investigate 
the statements made in the French Chamber of Depu- 
ties, that Skoda in Czechoslovakia, a subsidiary of 
Schneider-Creusot, financed the Hitler movement to 
power, which, more than any one other event, can be 
credited with causing the present huge rearmament 
race in Europe, so profitable to the European steel, air- 
plane, and munitions companies. 


In South America there have, in the post-war years, 
been moments of severe tension, occasionally break- 
ing out into war. One of these moments apparently 
came directly after the World War, when Chile bought 
from Vickers a considerable battle fleet. This caused 
agitation in Brazil, Argentina, and Peru, with Vickers 
taking the lead in Chile and Argentina, and Electric Boat 
Co. in Peru and Brazil. The situation was apparently 
so delicate that an administration countermanded an 
offer from the United States Navy to sell destroyers to 
Peru inasmuch as the sale might encourage an outbreak 
of war between Chile and Peru (exhibits 54, 57). 


Later tension developed between Peru and Chile over 
the Tacna-Arica matter and Aubry, the Electric Boat Co. 
agent, felt that if he brought the contracts for subma- 
rines for Peru— 


it would be a great blunder going to Argentina, for in- 
stance, via Chile (In this business we have to be tactful 
and a little diplomatist) and so in regard to Brazil as well 
as to the Argentine now that affairs are going to take 
place at the same time (exhibit 69). 


Mr. Carse, president of Electric Boat, recognized the 
danger of armament when he pointed outin regard to 
financing Peruvian purchases “the armament which 
this money could purchase would not insure victory, 
as the other nation has much stronger armament and 
would tend more to bring conflict to a point than if 
they did not purchase the armament” (exhibit 61). It 
was sold, nevertheless. 


The spreading effects of such fears were reported by 
Vice President Sutphen of Electric Boat: 


It appears that there has been quite an agitation in Bo- 
livia, as you know, and a revolution has occurred there 
recently, and in the opinion of the bankers it has been 
instigated largely by Peru to have Bolivia join with her 
in opposition to Chile (ex. 60). 


Chile was the country which bought the original in- 
creased armaments. It was in this connection that Spear 
wrote Craven of the “pernicious activities” of the United 
States Department of State in helping the resumption 
of diplomatic relations between Chile and Peru. 
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The naval armament had its military side. Evidence 
read into the record during the Colt Co. hearing in 1936 
indicated an arms race with intense activity on the part 
of all machine-gun manufacturers. The country which 
was credited with starting military armament “out of 
all proportion with that of other countries in South 
America” was identified as a country whose officials 
were the most susceptible to bribes. 


The Department of Commerce obligingly furnished 
Colts the information that the arms race was bringing 
about a cabinet crisis in one of the countries reluctant 
to participate in it. 


The statement of a Federal Laboratories salesman that 
“the unsettled condition in South America has been a 
great thing for me” is the key, and also, “We are cer- 
tainly in one hell of a business where a fellow has to 
wish for trouble to make a living.” 


Colombia and Peru, at the time of the Leticia incident, 
were each kept well informed by the munitions compa- 
nies of the proposed purchases of the other nation. The 
evidence of the Colt agent in Peru was that the Vickers 
agent, after unloading a huge armament order on Peru, 
had boasted to the Peruvians that he would sell “double 
the amount, and more modern, to the Chilean Govern- 
ment.” When a limited amount of matériel, such as ma- 
chine guns, was available, Bolivia could be forced into 
ordering them on the threat that unless she acted quickly, 
Paraguay would get them. Killing the back-country In- 
dians of South America with airplanes, bombs, and ma- 
chine guns boiled down to an order to get busy because 
“these opera bouffe revolutions are usually short-lived, 
and we must make the most of the opportunity.” 


In China the munitions companies report that there 
was a certain amount of feeling between the Central 
(Nanking) Government and the Canton Government. 
The Boeing agent was able to sell 10 planes to the Can- 
ton Government. Referring to the Nanking (recog- 
nized) Government he wrote: 


Their anger at us in selling airplanes to the Cantonese is 
more than offset by the fact that the Cantonese have 
gotten ahead of them and will have better equipment 
than they will have. In other words, the Canton sale is 
quite a stimulant to the sale up here. 


The company, interested in making sales also to the 
recognized Nanking Government, replied: 


If the present deal with the Cantonese can be put 
through, without unreasonable demands being made 
upon us, it is to our advantage to successfully conclude 
the business if for no other reason but for the effect it 
would have on the Nanking Government. 
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All this may be little more to the munitions people than 
a highly profitable game of bridge with special atten- 
tion on all sides to the technique of the “squeeze” play, 
but to a considerable part of the world’s inhabitants 
there is still something frightful in death by machin- 
ery, and the knowledge that neighboring governments 
have acquired the latest and fastest engines of destruc- 
tion leads to suspicion that those engines are meant to 
be used, and are not simply for play and show. 


At the time a naval bill for $617,000,000 was before Con- 
gress, the president of the Bath Iron Works in Maine 
asked the publisher of a string of newspapers to re- 
print a Japanese war-scare story, although the Chinese 
source of that story had been thoroughly discredited 
editorially by the newspaper originally publishing it, 
the New York Herald Tribune. He thanked the publisher 
for playing up the scare story (Report on Naval Ship- 
building). 


Attempts to sell munitions frequently involve bribery, 
which, to be effective, must go to those high in au- 
thority. This is apt to involve the companies in the 
politics of foreign nations. Federal Laboratories, by 
putting itself at the disposal of the administration of 
Cuba and two opposing factions, all at the same time, 
is a case in point. The Colt agent in Peru reported on 
his helping overthrow the general in charge of ord- 
nance orders. American airplane companies reported 
on the political influence of French and English air- 
plane companies, in a certain European country. 
Sperry Gyroscope’s representative reported on 
Vickers’ (English) political influence in Spain, as did 
also Electric Boat Co. officials. 


The political power of the companies is best indicated, 
however, by a letter from Mr. John Ball, director of the 
Soley Armament Co Ltd., of England, in which he 
pointed out that “the stocks we control are of such 
magnitude that the sale of a big block of them could 
alter the political balance of power of the smaller 
States.” 


V. THEIR RELATIONS WITH THE UNITED STATES 
GOVERNMENT 

The committee first, under this head, repeats its report 
on naval shipbuilding, in which “the committee finds, 
under the head of influence and lobbying of shipbuild- 
ers, that the Navy contractors, subcontractors, and sup- 
pliers constitute a very large and influential financial 
group,” and “the committee finds that the matter of 
national defense should be above and separated from 
lobbying and the use of political influence by self- 
interested groups and that it has not been above or 
separated from either of them.” 
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The committee finds, further, that the munitions com- 
panies have secured the active support of the War, 
Navy, Commerce, and even State Departments in their 
sales abroad, even when the material was to be pro- 
duced in England or Italy. 


The committee finds that by their aid and assistance to 
munitions companies the War, Navy, and Commerce 
Departments condone, in effect, in the eyes of those 
foreign officials cognizant of the details of the transac- 
tions the unethical practices of the companies which 
characterize their foreign sales efforts. 


The committee finds that the munitions companies have 
constantly exerted pressure on the War Department to 
allow the exportation of the most recent American im- 
provements in warfare, and have usually been success- 
ful in securing it, and have also furnished plans of 
important new machines of war to their foreign agents 
in advance of any release by the War Department. 


The committee finds that the War Department encour- 
ages the sale of modern equipment abroad in order that 
the munitions companies may stay in business and be 
available in the event of another war, and that this con- 
sideration outranks the protection of secrets. (General 
Ruggles was quoted: “It was vastly more important to 
encourage the du Pont Co. to continue in the manu- 
facture of propellants for military use, than to endeavor 
to protect secrets relating to the manufacture.”) 


The committee finds that as improvements are devel- 
oped here, often with the cooperation of the military 
services, and these improvements presumably give the 
United States a military advantage, we are in the 
anomalous position of being forced to let the other 
nations have the advantages which we have obtained 
for ourselves, in order to keep the munitions manufac- 
turers going, so that the United States can take advan- 
tage of the same improvements which its companies 
have sold abroad. 


The committee finds, from official documents it has 
not entered into the record, that the United States na- 
val missions to Brazil and Peru have been given con- 
siderable help to American munitions makers, and that 
their participation and leadership in war games di- 
rected at “a potential enemy” have not advanced the 
cause of peace in South America, and that their activ- 
ity can be misinterpreted by neighboring countries as 
support of any military plans of the nations to which 
they are attached. 


The committee finds, from official documents which it 
has not entered into the record, that the sales of muni- 
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tions to certain South American nations in excess of 
their normal capacity to pay, was one of the causes for 
the defaults on certain South American bonds; and that 
the sales of the munitions was, in effect, financed by 
the American bond purchasers, and the loss on the 
bonds was borne by the same people. 


The committee finds that the Army Ordnance Asso- 
ciation, consisting of personnel from the munitions 
companies, constitutes a self-interested organization 
and has been active in War Department politics and 
promotions. 


The committee finds that the Navy League of the 
United States has solicited and accepted contributions 
from steamship companies, the recipients of subsidy 
benefits, and that it has solicited contributions from 
companies with large foreign investments on the 
ground that these would profit from a large navy and 
that its contributors have at times been persons con- 
nected with Navy supplies. The committee also finds 
that the Navy League together with various Navy offi- 
cials have engaged in political activity looking toward 
the defeat of Congressmen unfavorable to Navy 
League and Navy views. 


The committee finds, further, that any close associa- 
tions between munitions and supply companies on the 
one hand and the service departments on the other 
hand, of the kind which existed in Germany before the 
World War, constitutes an unhealthy alliance in that it 
brings into being a self-interested political power which 
operates in the name of patriotism and satisfies inter- 
ests which are, in large part, purely selfish, and that 
such associations are an inevitable part of militarism, 
and are to be avoided in peacetime at all costs. 


The committee finds, finally, that the neutrality bill 
of 1936, to which all its members gave their support 
and which provides for an embargo on the export of 
arms, ammunitions, and implements of war to 
belligerents, was a much needed forward step, and 
that the establishment of a Munitions Control Board, 
under the Department of State, should satisfactorily 
prevent the shipment of arms to other than recog- 
nized governments. 


VI. INTERNATIONAL AGREEMENTS OF 
MUNITIONS COMPANIES 

The committee finds, under this head, that, among the 
companies investigated, the following have the most 
extensive foreign arrangements: F. I. du Pont de 
Nemours Co., Colt’s Patent Firearms Co., Electric Boat 
Co., Sperry Gyroscope Co., Pratt and Whitney Aircraft 
Co. 
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The committee finds that the usual form of arrangement 
is a license to a foreign ally involving rights to manufac- 
ture and sell in certain parts of the world, together with 
more or less definite price-fixing agreements and occa- 
sionally profit-sharing arrangements, and that in effect 
the world is partitioned by parties at interest. 


The committee finds that the granting of licenses to 
manufacture and sell to nations against which there 
were embargoes, such as Germany, was in practice a 
violation of the interest of such embargoes and nulli- 
fied them. 


The committee finds that the international commercial 
interests of such large organizations as du Pont and Im- 
perial Chemical Industries may precede in the minds 
of those companies the importance of national policy 
as described publicly by the foreign office or State De- 
partment, and that such considerations of commercial 
interest were apparently foremost in the rearming of 
Germany beginning in 1924 and in the sale of a process 
which could be used to manufacture cheaper munitions 
in Japan in 1932, shortly after Secretary of State Stimson 
had taken steps to express the disapproval of this Na- 
tion for Japan’s military activities in Manchuokuo. Sev- 
eral aviation companies also licensed Japan for the use 
of their material in Manchuokuo at a time when the 
United States Government refused recognition to it. 
Recognition by munitions companies may be far more 
important than diplomatic recognition. 


The committee finds that the licensing of American in- 
ventions to allied companies in foreign nations is bound 
to involve in some form the recurrence of experiences 
similar to those in the last war in which Electric Boat Co. 
patents were used in German submarines and aided 
them in the destruction of American lives, and ships, 
and that in peacetime the licensing involves the manu- 
facture abroad, at lower costs, of American material. 


VII. THE CHEMICAL INDUSTRY AND MUNITIONS 
The committee finds a general acknowledgment of the 
importance of the commercial chemical industry to the 
manufacture of such instruments of warfare as high 
explosives and gasses, that most of the large industrial 
nations have granted their chemical companies con- 
siderable measures of protection in the interests of na- 
tional defense, and that no effective control has to date 
been established over these large military resources. 


These findings were concurred in by all members of 
the committee. 


Source: Report of the Special Committee on Investigation 
of the Munitions Industry (The Nye Report), U.S. Congress, 
Senate, 74th Congress, 2d sess., February 24, 1936, 3-13. 
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GENERAL AGREEMENT ON 
TARIFFS AND TRADE (1947) 
(EXCERPTS) 


In the post-World War II period, the industrialized nations 
of the world, led by the United States, moved toward free 
trade as a means of securing world peace. The signatories of 
the General Agreement on Tariffs and Trade (GATT) sought 
to reduce tariff barriers. Between 1947 and 1967, members 
participated in five rounds of negotiations and decreased rates 
by 73 percent. Since 1967, members have engaged in two 
additional rounds in which the range of topics has expanded 
to include such issues as the environment. The more struc- 
tured World Trade Organization, formed in 1995, formally 
replaced the voluntary association of GATT. 


Preamble 

The Governments of the COMMONWEALTH OF 
AUSTRALIA, the KINGDOM OF BELGIUM, the 
UNITED STATES of BRAZIL, BURMA, CANADA, 
CEYLON, the REPUBLIC OF CHILE, the REPUBLIC 
of CHINA, the REPUBLIC OF CUBA, the CZECHO- 
SLOVAK REPUBLIC, the FRENCH REPUBLIC, INDIA, 
LEBANON, the GRAND-DUCHY OF LUXEMBURG, 
the KINGDOM OF THE NETHERLANDS, NEW 
ZEALAND, the KINGDOM OF NORWAY, PAKISTAN, 
SOUTHERN RHODESIA, SYRIA, the UNION OF 
SOUTH AFRICA, the UNITED KINGDOM of GREAT 
BRITAIN AND NORTHERN IRELAND, and the 
UNITED STATES of AMERICA: 


Recognizing that their relations in the field of trade and 
economic endeavour should be conducted with a view 
to raising standards of living, ensuring full employment 
and a large and steadily growing volume of real in- 
come and effective demand, developing the full use of 
the resources of the world and expanding the produc- 
tion and exchange of goods, 


Being desirous of contributing to these objectives by 
entering into reciprocal and mutually advantageous ar- 
rangements directed to the substantial reduction of tar- 
iffs and other barriers to trade and to the elimination of 
discriminatory treatment in international commerce, 


Have through their Representatives agreed as follows: 


PARTI 
Article I 
General Most-Favoured-Nation Treatment 

1. With respect to customs duties and charges of 
any kind imposed on or in connection with importa- 
tion or exportation or imposed on the international 
transfer of payments for imports or exports, and with 
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respect to the method of levying such duties and 
charges, and with respect to all rules and formalities in 
connection with importation and exportation, and with 
respect to all matters referred to in paragraphs 2 and 4 
of Article III, any advantage, favour, privilege or im- 
munity granted by any contracting party to any prod- 
uct originating in or destined for any other country 
shall be accorded immediately and unconditionally to 
the like product originating in or destined for the terri- 
tories of all other contracting parties. ... 


PART II 
Article V 


Freedom of Transit 

1. Goods (including baggage), and also vessels and 
other means of transport, shall be deemed to be in tran- 
sit across the territory of a contracting party when the 
passage across such territory, with or without trans- 
shipment, warehousing, breaking bulk, or change in 
the mode of transport, is only a portion of a complete 
journey beginning and terminating beyond the fron- 
tier of the contracting party across whose territory the 
traffic passes. Traffic of this nature is termed in this 
Article “traffic in transit.” 

2. There shall be freedom of transit through the 
territory of each contracting party, via the routes most 
convenient for international transit, for traffic in tran- 
sit to or from the territory of other contracting parties. 
No distinction shall be made which is based on the flag 
of vessels, the place of origin, departure, entry, exit or 
destination, or on any circumstances relating to the 
ownership of goods, of vessels or of other means of 
transport. 

3. Any contracting party may require that traffic in 
transit through its territory be entered at the proper 
custom house, but, except in cases of failure to comply 
with applicable customs laws and regulations, such traf- 
fic coming from or going to the territory of other con- 
tracting parties shall not be subject to any unnecessary 
delays or restrictions and shall be exempt from customs 
duties and from all transit duties or other charges im- 
posed in respect of transit, except charges for transpor- 
tation or those commensurate with administrative 
expenses entailed by transit or with the cost of services 
rendered. 

4. All charges and regulations imposed by contract- 
ing parties on traffic in transit to or from the territories 
of other contracting parties shall be reasonable, hav- 
ing regard to the conditions of the traffic. 

5. With respect to all charges, regulations and for- 
malities in connection with transit, each contracting 
party shall accord to traffic in transit to or from the ter- 
ritory of any other contracting party treatment no less 
favourable than the treatment accorded to traffic in 
transit to or from any third country. 
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6. Each contracting party shall accord to products 
which have been in transit through the territory of any 
other contracting party treatment no less favourable 
than that which would have been accorded to such 
products had they been transported from their place 
of origin to their destination without going through 
the territory of such other contracting party. Any con- 
tracting party shall, however, be free to maintain its 
requirements of direct consignment existing on the date 
of this Agreement, in respect of any goods in regard to 
which such direct consignment is a requisite condition 
of eligibility for entry of the goods at preferential rates 
of duty or has relation to the contracting party’s pre- 
scribed method of valuation for duty purposes. 

7. The provisions of this Article shall not apply to 
the operation of aircraft in transit, but shall apply to air 
transit of goods (including baggage). 


Article VI 
Anti-dumping and Countervailing Duties 
1. The contracting parties recognize that dumping, 
by which products of one country are introduced into 
the commerce of another country at less than the nor- 
mal value of the products, is to be condemned if it 
causes or threatens material injury to an established 
industry in the territory of a contracting party or ma- 
terially retards the establishment of a domestic indus- 
try. For the purposes of this Article, a product is to be 
considered as being introduced into the commerce of 
an importing country at less than its normal value, if 
the price of the product exported from one country to 
another 
(a) is less than the comparable price, in the ordi- 
nary course of trade, for the like product when 
destined for consumption in the exporting 
country, or, 
(b) in the absence of such domestic price, is less 
than either 
(i) the highest comparable price for the like 
product for export to any third country in 
the ordinary course of trade, or 

(ii) the cost of production of the product in 
the country of origin plus a reasonable ad- 
dition for selling cost and profit. 

Due allowance shall be made in each case for dif- 
ferences in conditions and terms of sale, for differences 
in taxation, and for other differences affecting price 
comparability. 

2. In order to offset or prevent dumping, a con- 
tracting party may levy on any dumped product an 
anti-dumping duty not greater in amount than the 
margin of dumping in respect of such product. For the 
purposes of this Article, the margin of dumping is the 
price difference determined in accordance with the 
provisions of paragraph 1. 
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3. No countervailing duty shall be levied on any 
product of the territory of any contracting party im- 
ported into the territory of another contracting party 
in excess of an amount equal to the estimated bounty 
or subsidy determined to have been granted, directly 
or indirectly, on the manufacture, production or export 
of such product in the country of origin or exportation, 
including any special subsidy to the transportation of 
a particular product. The term “countervailing duty” 
shall be understood to mean a special duty levied for 
the purpose of offsetting any bounty or subsidy be- 
stowed, directly or indirectly, upon the manufacture, 
production or export of any merchandise. 

4. No product of the territory of any contracting 
party imported into the territory of any other contract- 
ing party shall be subject to anti-dumping or 
countervailing duty by reason of the exemption of such 
product from duties or taxes borne by the like product 
when destined for consumption in the country of ori- 
gin or exportation, or by reason of the refund of such 
duties or taxes. 

5. No product of the territory of any contracting 
party imported into the territory of any other contract- 
ing party shall be subject to both anti-dumping and 
countervailing duties to compensate for the same situ- 
ation of dumping or export subsidization. 


(a) No contracting party shall levy any anti-dump- 
ing or countervailing duty on the importation 
of any product of the territory of another con- 
tracting party unless it determines that the ef- 
fect of the dumping or subsidization, as the 
case may be, is such as to cause or threaten 
material injury to an established domestic in- 
dustry, or is such as to retard materially the 
establishment of a domestic industry. 

(b) The CONTRACTING PARTIES may waive the 
requirement of subparagraph (a) of this para- 
graph so as to permit a contracting party to 
levy an anti-dumping or countervailing duty 
on the importation of any product for the pur- 
pose of offsetting dumping or subsidization 
which causes or threatens material injury to 
an industry in the territory of another contract- 
ing party exporting the product concerned to 
the territory of the importing contracting party. 
The CONTRACTING PARTIES shall waive the 
requirements of sub-paragraph (a) of this para- 
graph, so as to permit the levying of a 
countervailing duty, in cases in which they find 
that a subsidy is causing or threatening mate- 
rial injury to an industry in the territory of 
another contracting party exporting the prod- 
uct concerned to the territory of the import- 
ing contracting party. 
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(c) In exceptional circumstances, however, where 
delay might cause damage which would be 
difficult to repair, a contracting party may levy 
acountervailing duty for the purpose referred 
to in sub-paragraph (b) of this paragraph with- 
out the prior approval of the CONTRACTING 
PARTIES; Provided that such action shall be 
reported immediately to the CONTRACTING 
PARTIES and that the countervailing duty shall 
be withdrawn promptly if the CONTRACT- 
ING PARTIES disapprove. 

7. A system for the stabilization of the domestic 
price or of the return to domestic producers of a pri- 
mary commodity, independently of the movements of 
export prices, which results at times in the sale of the 
commodity for export at a price lower than the compa- 
rable price charged for the like commodity to buyers 
in the domestic market, shall be presumed not to re- 
sult in material injury within the meaning of paragraph 
6 if it is determined by consultation among the con- 
tracting parties substantially interested in the commod- 
ity concerned that: 

(a) the system has also resulted in the sale of the 
commodity for export at a price higher than 
the comparable price charged for the like 
commodity to buyers in the domestic market, 
and 

(b) the system is so operated, either because of the 
effective regulation of production, or other- 
wise, as not to stimulate exports unduly or oth- 
erwise seriously prejudice the interests of 
other contracting parties... . 


Article XII 
Restrictions to Safeguard the Balance of Payments 

1. Notwithstanding the provisions of paragraph 1 
of Article XI, any contracting party, in order to safe- 
guard its external financial position and its balance of 
payments, may restrict the quantity or value of mer- 
chandise permitted to be imported, subject to the pro- 
visions of the following paragraphs of this Article. . . . 


Article XIV 
Exceptions to the Rule of Non-discrimination 

1. A contracting party which applies restrictions 
under Article XII or under Section B of Article XVIII 
may, in the application of such restrictions, deviate from 
the provisions of Article XIII in a manner having 
equivalent effect to restrictions on payments and trans- 
fers for current international transactions which that 
contracting party may at that time apply under Article 
VIII or XIV of the Articles of Agreement of the Interna- 
tional Monetary Fund, or under analogous provisions 
of a special exchange agreement entered into pursu- 
ant to paragraph 6 of Article XV. ... 
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Article XV 
Exchange Arrangements 

1. The CONTRACTING PARTIES shall seek co- 
operation with the International Monetary Fund to the 
end that the CONTRACTING PARTIES and the Fund 
may pursue a co-ordinated policy with regard to ex- 
change questions within the jurisdiction of the Fund 
and questions of quantitative restrictions and other 
trade measures within the jurisdiction of the CON- 
TRACTING PARTIES. ... 


Article XVI 
Subsidies 
Section A—Subsidies in General 

1. If any contracting party grants or maintains any 
subsidy, including any form of income or price support, 
which operates directly or indirectly to increase exports 
of any product from, or to reduce imports of any prod- 
uct into, its territory, it shall notify the CONTRACT- 
ING PARTIES in writing of the extent and nature of the 
subsidization, of the estimated effect of the subsidiza- 
tion on the quantity of the affected product or prod- 
ucts imported into or exported from its territory and of 
the circumstances making the subsidization necessary. 
In any case in which it is determined that serious preju- 
dice to the interests of any other contracting party is 
caused or threatened by any such subsidization, the 
contracting party granting the subsidy shall, upon re- 
quest, discuss with the other contracting party or par- 
ties concerned, or with the CONTRACTING PARTIES, 
the possibility of limiting the subsidization. 


Section B—Additional Provisions on Export Subsidies 

2. The contracting parties recognize that the grant- 
ing by acontracting party of a subsidy on the export of 
any product may have harmful effects for other con- 
tracting parties, both importing and exporting, may 
cause undue disturbance to their normal commercial 
interests, and may hinder the achievement of the ob- 
jectives of this Agreement. ... 


Article XIX 
Emergency Action on Imports of Particular Products 
1. 
(a) If, asa result of unforeseen developments and 
of the effect of the obligations incurred by a 
contracting party under this Agreement, in- 
cluding tariff concessions, any product is be- 
ing imported into the territory of that contract- 
ing party in such increased quantities and un- 
der such conditions as to cause or threaten se- 
rious injury to domestic producers in that ter- 
ritory of like or directly competitive products, 
the contracting party shall be free, in respect 
of such product, and to the extent and for such 
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time as may be necessary to prevent or rem- 
edy such injury, to suspend the obligation in 
whole or in part or to withdraw or modify the 
concession. 

(b) If any product, which is the subject of a con- 
cession with respect to a preference, is being 
imported into the territory of a contracting 
party in the circumstances set forth in sub- 
paragraph (a) of this paragraph, so as to cause 
or threaten serious injury to domestic produc- 
ers of like or directly competitive products in 
the territory of a contracting party which re- 
ceives or received such preference, the import- 
ing contracting party shall be free, if that other 
contracting party so requests, to suspend the 
relevant obligation in whole or in part or to 
withdraw or modify the concession in respect 
of the product, to the extent and for such time 
as may be necessary to prevent or remedy such 
injury. 

2. Before any contracting party shall take action pur- 
suant to the provisions of paragraph 1 of this Article, it 
shall give notice in writing to the CONTRACTING PAR- 
TIES as far in advance as may be practicable and shall 
afford the CONTRACTING PARTIES and those con- 
tracting parties having a substantial interest as export- 
ers of the product concerned an opportunity to consult 
with it in respect of the proposed action. When such 
notice is given in relation to a concession with respect 
to a preference, the notice shall name the contracting 
party which has requested the action. In critical circum- 
stances, where delay would cause damage which it 
would be difficult to repair, action under paragraph 1 
of this Article may be taken provisionally without prior 
consultation, on the condition that consultation shall 
be effected immediately after taking such action... . 


Article XX 
General Exceptions 
Subject to the requirement that such measures are 
not applied in a manner which would constitute a 
means of arbitrary or unjustifiable discrimination be- 
tween countries where the same conditions prevail, or 
a disguised restriction on international trade, nothing 
in this Agreement shall be construed to prevent the 
adoption or enforcement by any contracting party of 
measures: 
(a) necessary to protect public morals; 
(b) necessary to protect human, animal or plant 
life or health; 
(c) relating to the importation or exportation of 
gold or silver; 
(d) necessary to secure compliance with laws or 
regulations which are not inconsistent with the 
provisions of this Agreement, including those 
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relating to customs enforcement, the enforce- 
ment of monopolies operated under para- 
graph 4 of Article II and Article XVII, the pro- 
tection of patents, trade marks and copyrights, 
and the prevention of deceptive practices; 

(e) relating to the products of prison labour; 

(f) imposed for the protection of national trea- 
sures of artistic, historic or archaeological 
value; 

(g) relating to the conservation of exhaustible 
natural resources if such measures are made 
effective in conjunction with restrictions on do- 
mestic production or consumption; 

(h) undertaken in pursuance of obligations under 
any intergovernmental commodity agreement 
which conforms to criteria submitted to the 
CONTRACTING PARTIES and not disap- 
proved by them or which is itself so submit- 
ted and not so disapproved; 
involving restrictions on exports of domestic 
materials necessary to ensure essential quan- 
tities of such materials to a domestic process- 
ing industry during periods when the domes- 
tic price of such materials is held below the 
world price as part of a governmental stabili- 
zation plan; Provided that such restrictions 
shall not operate to increase the exports of or 
the protection afforded to such domestic in- 
dustry, and shall not depart from the provi- 
sions of this Agreement relating to non- 
discrimination; 

essential to the acquisition or distribution of 

products in general or local short supply; Pro- 

vided that any such measures shall be consis- 
tent with the principle that all contracting par- 
ties are entitled to an equitable share of the 
international supply of such products, and that 
any such measures, which are inconsistent 
with the other provisions of this Agreement 
shall be discontinued as soon as the conditions 
giving rise to them have ceased to exist. The 

CONTRACTING PARTIES shall review the 

need for this sub-paragraph not later than 30 

June 1960. 
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Article XXI 
Security Exceptions 
Nothing in this Agreement shall be construed 
(a) to require any contracting party to furnish any 
information the disclosure of which it consid- 
ers contrary to its essential security interests; 
or 
(b) to prevent any contracting party from taking 
any action which it considers necessary for the 
protection of its essential security interests 
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(i) relating to fissionable materials or the ma- 
terials from which they are derived; 

(ii) relating to the traffic in arms, ammunition 
and implements of war and to such traffic 
in other goods and materials as is carried 
on directly or indirectly for the purpose 
of supplying a military establishment; 

(iii) taken in time of war or other emergency 
in international relations; 

(c) to prevent any contracting party from taking 
any action in pursuance of its obligations un- 
der the United Nations Charter for the main- 
tenance of international peace and security. 


Article XXII 
Consultation 

1. Each contracting party shall accord sympathetic 
consideration to, and shall afford adequate opportu- 
nity for consultation regarding, such representations 
as may be made by another contracting party with re- 
spect to any matter affecting the operation of this 
Agreement. 

2. The CONTRACTING PARTIES may, at the re- 
quest of a contracting party, consult with any contract- 
ing party or parties in respect of any matter for which 
it has not been possible to find a satisfactory solution 
through consultation under paragraph 1.... 


PART III 
Article XXIV 
Territorial Application 
Frontier Traffic 
Customs Unions and Free-trade Areas 

1. The provisions of this Agreement shalt apply to 
the metropolitan customs territories of the contracting 
parties and to any other customs territories in respect of 
which this Agreement has been accepted under Article 
XXVI or is being applied under Article XXXII or pursu- 
ant to the Protocol of Provisional Application. Each such 
customs territory shall, exclusively for the purposes of 
the territorial application of this Agreement, be treated 
as though it were a contracting party; Provided that the 
provisions of this paragraph shall not be construed to 
create any rights or obligations as between two or more 
customs territories in respect of which this Agreement 
has been accepted under Article XXVI or is being ap- 
plied under Article XXXIII or pursuant to the Protocol 
of Provisional Application by a single contracting party. 

2. For the purposes of this Agreement a customs 
territory shall be understood to mean any territory with 
respect to which separate tariffs or other regulations 
of commerce are maintained for a substantial part of 
the trade of such territory with other territories. 

3. The provisions of this Agreement shalt not be 
construed to prevent: 
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(a) Advantages accorded by any contracting party 
to adjacent countries in order to facilitate fron- 
tier traffic; 

(b) Advantages accorded to the trade with the Free 
Territory of Trieste by countries contiguous to 
that territory, provided that such advantages 
are not in conflict with the Treaties of Peace 
arising out of the Second World War. 

4. The contracting parties recognize the desirabil- 
ity of increasing freedom of trade by the development, 
through voluntary agreements, of closer integration 
between the economies of the countries parties to such 
agreements. They also recognize that the purpose of a 
customs union or of a free-trade area should be to fa- 
cilitate trade between the constituent territories and 
not to raise barriers to the trade of other contracting 
parties with such territories. 

5. Accordingly, the provisions of this Agreement 
shall not prevent, as between the territories of contract- 
ing parties, the formation of a customs union or of a 
free-trade area or the adoption of an interim agreement 
necessary for the formation of a customs union or of a 
free-trade area; Provided that: 

(a) with respect to a customs union, or an interim 
agreement leading to the formation of a cus- 
toms union, the duties and other regulations 
of commerce imposed at the institution of any 
such union or interim agreement in respect of 
trade with contracting parties not parties to 
such union or agreement shall not on the 
whole be higher or more restrictive than the 
general incidence of the duties and regulations 
of commerce applicable in the constituent ter- 
ritories prior to the formation of such union 
or the adoption of such interim agreement, as 
the case may be; 

(b) with respect to a free-trade area, or an interim 
agreement leading to the formation of a free- 
trade area, the duties and other regulations of 
commerce maintained in each of the constitu- 
ent territories and applicable at the formation 
of such free-trade area or the adoption of such 
interim agreement to the trade of contracting 
parties not included in such area or not par- 
ties to such agreement shall not be higher or 
more restrictive than the corresponding du- 
ties and other regulations of commerce exist- 
ing in the same constituent territories prior to 
the formation of the free-trade area, or interim 
agreement, as the case may be; and 

(c) any interim agreement referred to in sub- 
paragraphs (a) and (b) shall include a plan and 
schedule for the formation of such a customs 
union or of such a free-trade area within a rea- 
sonable length of time. 
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6. If, in fulfilling the requirements of sub- 
paragraph 5 (a), a contracting party proposes to in- 
crease any rate of duty inconsistently with the 
provisions of Article II, the procedure set forth in Article 
XXVIII shall apply. In providing for compensatory ad- 
justment, due account shall be taken of the compensa- 
tion already afforded by the reductions brought about 
in the corresponding duty of the other constituents of 
the union. 

ie 

(a) Any contracting party deciding to enter into a 
customs union or free-trade area, or an interim 
agreement leading to the formation of such a 
union or area, shall promptly notify the CON- 
TRACTING PARTIES and shall make available 
to them such information regarding the pro- 
posed union or area as will enable them to 
make such reports and recommendations to 
contracting parties as they may deem appro- 
priate. 

(b) If, after having studied the plan and schedule 
included in an interim agreement referred to 
in paragraph 5 in consultation with the par- 
ties to that agreement and taking due account 
of the information made available in accor- 
dance with the provisions of sub-paragraph 
(a), the CONTRACTING PARTIES find that 
such agreement is not likely to result in the for- 
mation of a customs union or of a free-trade 
area within the period contemplated by the 
parties to the agreement or that such period is 
not a reasonable one, the CONTRACTING 
PARTIES shall make recommendations to the 
parties to the agreement. The parties shall not 
maintain or put into force, as the case may be, 
such agreement if they are not prepared to 
modify it in accordance with these recommen- 
dations. 

(c) Any substantial change in the plan or sched- 
ule referred to in paragraph 5 (c) shall be com- 
municated to the CONTRACTING PARTIES, 
which may request the contracting parties con- 
cerned to consult with them if the change 
seems likely to jeopardize or delay unduly the 
formation of the customs union or of the free- 
trade area.... 


Article XXVI 
Acceptance, Entry into Force and Registration 

1. The date of this Agreement shall be 30 October 
1947. 

2. This Agreement shall be open for acceptance by 
any contracting party which, on 1 March 1955, was a 
contracting party or was negotiating with a view to ac- 
cession to this Agreement. 
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3. This Agreement, done in a single English origi- 
nal and in a single French original, both texts authen- 
tic, shall be deposited with the Secretary-General of 
the United Nations, who shall furnish certified copies 
thereof to all interested governments. 

4. Each government accepting this Agreement shall 
deposit an instrument of acceptance with the Execu- 
tive Secretary to the CONTRACTING PARTIES, who 
will inform all interested governments of the date of 
deposit of each instrument of acceptance and of the 
day on which this Agreement enters into force under 
paragraph 6 of this Article. 

5. 


(a) Each government accepting this Agreement 
does so in respect of its metropolitan territory 
and of the other territories for which it has in- 
ternational responsibility, except such separate 
customs territories as it shall notify to the Ex- 
ecutive Secretary to the CONTRACTING PAR- 
TIES at the time of its own acceptance. 

(b) Any government, which has so notified the Ex- 
ecutive Secretary under the exceptions in sub- 
paragraph (a) of this paragraph, may at any 
time give notice to the Executive Secretary that 
its acceptance shall be effective in respect of 
any separate customs territory or territories so 
excepted and such notice shall take effect on 
the thirtieth day following the day on which it 
is received by the Executive Secretary. 

(c) If any of the customs territories, in respect of 
which a contracting party has accepted this 
Agreement, possesses or acquires full au- 
tonomy in the conduct of its external commer- 
cial relations and of the other matters provided 
for in this Agreement, such territory shall, 
upon sponsorship through a declaration by the 
responsible contracting party establishing the 
above-mentioned fact, be deemed to be a con- 
tracting party. 

6. This Agreement shall enter into force, as among 
the governments which have accepted it, on the thirti- 
eth day following the day on which instruments of ac- 
ceptance have been deposited with the Executive 
Secretary to the CONTRACTING PARTIES on behalf 
of governments named in Annex H, the territories of 
which account for 85 per centum of the total external 
trade of the territories of such governments, computed 
in accordance with the applicable column of percent- 
ages set forth therein. The instrument of acceptance of 
each other government shall take effect on the thirti- 
eth day following the day on which such instrument 
has been deposited. 

7. The United Nations is authorized to effect reg- 
istration of this Agreement as soon as it enters into 
force.... 
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Article XXVIII 
Tariff Negotiations 

1. The contracting parties recognize that customs 
duties often constitute serious obstacles to trade; thus 
negotiations on a reciprocal and mutually advanta- 
geous basis, directed to the substantial reduction of the 
general level of tariffs and other charges on imports 
and exports and in particular to the reduction of such 
high tariffs as discourage the importation even of mini- 
mum quantities, and conducted with due regard to the 
objectives of this Agreement and the varying needs of 
individual contracting parties, are of great importance 
to the expansion of international trade. The CON- 
TRACTING PARTES may therefore sponsor such ne- 
gotiations from time to time. 

2. 

(a) Negotiations under this Article may be carried 
out on a selective product-by-product basis or 
by the application of such multilateral proce- 
dures as may be accepted by the contracting 
parties concerned. Such negotiations may be 
directed towards the reduction of duties, the 
binding of duties at then existing levels or un- 
dertakings that individual duties or the aver- 
age duties on specified categories of products 
shall not exceed specified levels. The binding 
against increase of low duties or of duty-free 
treatment shall, in principle, be recognized as 
a concession equivalent in value to the reduc- 
tion of high duties. ... 


Article XXXI 
Withdrawal 

Without prejudice to the provisions of paragraph 
12 of Article XVIII, of Article XXIII or of paragraph 2 of 
Article XXX, any contracting party may withdraw from 
this Agreement, or may separately withdraw on be- 
half of any of the separate customs territories for which 
it has international responsibility and which at the time 
possesses full autonomy in the conduct of its external 
commercial relations and of the other matters provided 
for in this Agreement. The withdrawal shall take effect 
upon the expiration of six months from the day on 
which written notice of withdrawal is received by the 
Secretary-General of the United Nations. ... 


Article XXXIII 
Accession 

A government not party to this Agreement, or a 
government acting on behalf of a separate customs ter- 
ritory possessing full autonomy in the conduct of its 
external commercial relations and of the other matters 
provided for in this Agreement, may accede to this 
Agreement, on its own behalf or on behalf of that terri- 
tory, on terms to be agreed between such government 
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and the CONTRACTING PARTIES. Decisions of the 
CONTRACTING PARTIES under this paragraph shall 
be taken by a two-thirds majority. ... 


PART IV 

TRADE AND DEVELOPMENT 
Article XXXVI 

Principles and Objectives 

1. The contracting parties, 

(a) recalling that the basic objectives of this Agree- 
ment include the raising of standards of living 
and the progressive development of the econo- 
mies of all contracting parties, and consider- 
ing that the attainment of these objectives is 
particularly urgent for less-developed con- 
tracting parties; 

(b) considering that export earnings of the less- 
developed contracting parties can play a vital 
part in their economic development and that 
the extent of this contribution depends on the 
prices paid by the less-developed contracting 
parties for essential imports, the volume of 
their exports, and the prices received for these 
exports; 

(c) noting, that there is a wide gap between stan- 
dards of living in less-developed countries and 
in other countries; 

(d) recognizing that individual and joint action is 
essential to further the development of the 
economies of less-developed contracting par- 
ties and to bring about a rapid advance in the 
standards of living in these countries; 

(e) recognizing that international trade as a means 
of achieving economic and social advancement 
should be governed by such rules and proce- 
dures—and measures in conformity with such 
rules and procedures—as are consistent with 
the objectives set forth in this Article; 

(f) noting that the CONTRACTING PARTIES may 
enable less-developed contracting parties to 
use special measures to promote their trade 
and development; agree as follows. 

2. There is need for a rapid and sustained expan- 
sion of the export earnings of the less-developed con- 
tracting parties. 

3. There is need for positive efforts designed to 
ensure that less-developed contracting parties secure 
a share in the growth in international trade commen- 
surate with the needs of their economic development. 

4. Given the continued dependence of many less- 
developed contracting parties on the exportation of a 
limited range of primary products, there is need to pro- 
vide in the largest possible measure more favourable 
and acceptable conditions of access to world markets 
for these products, and wherever appropriate to de- 
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vise measures designed to stabilize and improve con- 
ditions of world markets in these products, including 
in particular measures designed to attain stable, equi- 
table and remunerative prices, thus permitting an ex- 
pansion of world trade and demand and a dynamic 
and steady growth of the real export earnings of these 
countries so as to provide them with expanding re- 
sources for their economic development. 

5. The rapid expansion of the economies of the less- 
developed contracting parties will be facilitated by a 
diversification of the structure of their economies and 
the avoidance of an excessive dependence on the ex- 
port of primary products. There is, therefore, need for 
increased access in the largest possible measure to 
markets under favourable conditions for processed and 
manufactured products currently or potentially of par- 
ticular export interest to less-developed contracting 
parties. 

6. Because of the chronic deficiency in the export 
proceeds and other foreign exchange earnings of less- 
developed contracting parties, there are important 
inter-relationships between trade and financial assis- 
tance to development. There is, therefore, need for close 
and continuing collaboration between the CON- 
TRACTING PARTIES and the international lending 
agencies so that they can contribute most effectively to 
alleviating the burdens these less-developed contract- 
ing parties assume in the interest of their economic 
development. 

7. There is need for appropriate collaboration be- 
tween the CONTRACTING PARTIES, other intergov- 
ernmental bodies and the organs and agencies of the 
United Nations system, whose activities relate to the 
trade and economic development of less-developed 
countries. 

8. The developed contracting parties do not expect 
reciprocity for commitments made by them in trade 
negotiations to reduce or remove tariffs and other bar- 
riers to the trade of less-developed contracting parties. 

9. The adoption of measures to give effect to these 
principles and objectives shall be a matter of conscious 
and purposeful effort on the part of the contracting 
parties both individually and jointly. 


PROTOCOL OF PROVISIONAL APPLICATION 
OF THE GENERAL AGREEMENT ON TARIFFS 
AND TRADE 

1. The Governments of the COMMONWEALTH 
OF AUSTRALIA, the KINGDOM OF BELGIUM (in re- 
spect of its metropolitan territory), CANADA, the 
FRENCH REPUBLIC (in respect of its metropolitan 
territory), the GRAND-DUCHY OF LUXEMBURG, the 
KINGDOM OF THE NETHERLANDS (in respect of its 
metropolitan territory), the UNITED KINGDOM OF 
GREAT BRITAIN AND NORTHERN IRELAND (in re- 


1152 


spect of its metropolitan territory), and the UNITED 
STATES OF AMERICA, undertake, provided that this 
Protocol shall have been signed on behalf of all the fore- 
going Governments not later than 15 November 1947, 
to apply provisionally on and after 1 January 1948: 
(a) Parts I and III of the General Agreement on 
Tariffs and Trade, and 
(b) Part II of that Agreement to the fullest extent 
not inconsistent with existing legislation. 

2. The foregoing Governments shall make effec- 
tive such provisional application of the General Agree- 
ment, in respect of any of their territories other than 
their metropolitan territories, on or after 1 January 1948, 
upon the expiration of thirty days from the day on 
which notice of such application is received by the Sec- 
retary-General of the United Nations. 

3. Any other government signatory to this Proto- 
col shall make effective such provisional application of 
the General Agreement, on or after 1 January 1948, 
upon the expiration of thirty days from the day of sig- 
nature of this Protocol on behalf of such Government. 

4. This Protocol shall remain open for signature at 
the Headquarters of the United Nations (a) until 15 No- 
vember 1947, on behalf of any government named in 
paragraph 1 of this Protocol which has not signed it on 
this day, and (b) until 30 June 1948, on behalf of any 
other Government signatory to the Final Act adopted 
at the conclusion of the Second Session of the Prepara- 
tory Committee of the United Nations Conference on 
Trade and Employment which has not signed it on this 
day. 

5. Any government applying this Protocol shall be 
free to withdraw such application, and such with- 
drawal shall take effect upon the expiration of sixty days 
from the day on which written notice of such with- 
drawal is received by the Secretary-General of the 
United Nations. 

6. The original of this Protocol shall be deposited 
with the Secretary-General of the United Nations, who 
will furnish certified copies thereof to all interested 
Governments. 


IN WITNESS WHEREOF the respective Representa- 
tives, after having communicated their full powers, 
found to be in good and due form, have signed the 
Protocol. 


DONE at Geneva, in a single copy, in the English and 
French languages, both texts authentic, this thirtieth 
day of October one thousand nine hundred and forty- 
seven. 


Source: “The General Agreement on Tariffs and Trade,” 
http://pacific.commerce.ubc.ca/trade/GATT. html (accessed 
March 2004). 
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CONSTITUTION OF THE FRENCH 
COMMUNITY (1958) 


In the aftermath of World War II, the French government 
established the French Union to coordinate political, mili- 
tary, and economic matters within its empire. The subse- 
quent independence movements of the late 1940s and early 
1950s required a modification of the French Union. On Oc- 
tober 4, 1958, the organization became known as the French 
Community. The independent member countries were linked 
through its institutions, where matters of defense and eco- 
nomic trade preferences were coordinated. As the former 
French colonial nations evolved their own political structures 
and developed economic ties with other nations outside the 
community, the organization became less consequential, but 
it has never been formally abolished. 


PREAMBLE 


The French people solemnly proclaim their attachment 
to the Rights of Man and the principles of national sov- 
ereignty as defined by the Declaration of 1789, con- 
firmed and complemented by the Preamble to the 
Constitution of 1946. 

By virtue of these principles and that of the self- 
determination of peoples, the Republic offers to the 
overseas territories that express the will to adhere to 
them new institutions founded on the common ideal 
of liberty, equality and fraternity and conceived with a 
view to their democratic development. 


Article 1 

France shall be an indivisible, secular, democratic and 
social Republic. It shall ensure the equality of all citi- 
zens before the law, without distinction of origin, race 
or religion. It shall respect all beliefs. It shall be 
organised on a decentralised basis. 


TITLE I—ON SOVEREIGNTY 

Article 2 

The language of the Republic shall be French. 

The national emblem shall be the blue, white and red 
tricolour flag. 

The national anthem shall be La Marseillaise. 

The motto of the Republic shall be “Liberty, Equality, 
Fraternity.” 

Its principle shall be: government of the people, by the 
people and for the people. 


Article 3 
National sovereignty shall belong to the people, who 
shall exercise it through their representatives and by 
means of referendum. 

No section of the people nor any individual may 
arrogate to itself, or to himself, the exercise thereof. 


CONSTITUTION OF 


Suffrage may be direct or indirect as provided by 
the Constitution. It shall always be universal, equal and 
secret. 

All French citizens of either sex who have reached 
their majority and are in possession of their civil and 
political rights may vote as provided by statute. 

Statutes shall promote equal access by women and 
men to elective offices and positions. 


Article 4 
Political parties and groups shall contribute to the ex- 
ercise of suffrage. They shall be formed and carry on 
their activities freely. They must respect the principles 
of national sovereignty and democracy. 

They shall contribute to the implementation of the 
principle set out in the last paragraph of article 3 as 
provided by statute. 


TITLE V—ON RELATIONS BETWEEN 
PARLIAMENT AND THE GOVERNMENT 
Article 34 

Statutes shall be passed by Parliament. 

Statutes shall determine the rules concerning: 

* civic rights and the fundamental guarantees 
granted to citizens for the exercise of their pub- 
lic liberties; the obligations imposed for the pur- 
poses of national defence upon citizens in respect 
of their persons and their property; 
nationality, the status and legal capacity of per- 
sons, matrimonial regimes, inheritance and gifts; 
the determination of serious crimes and other 
major offences and the penalties applicable to 
them; criminal procedure; amnesty; the estab- 
lishment of new classes of courts and tribunals 
and the regulations governing the members of 
the judiciary; 
the base, rates and methods of collection of taxes 
of all types; the issue of currency. 

Statutes shall likewise determine the rules concerning: 

* the electoral systems of parliamentary assemblies 
and local assemblies; 

* the creation of categories of public establishments; 

* the fundamental guarantees granted to civil and 
military personnel employed by the State; 

* the nationalization of enterprises and transfers 
of ownership in enterprises from the public to 
the private sector. 

Statutes shall determine the fundamental principles of: 

* the general organization of national defence; 

* the self-government of territorial units, their 
powers and their resources; 

¢ education; 

* the regime governing ownership, rights in rem 
and civil and commercial obligations; 

* labour law, trade-union law and social security. 
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Finance Acts shall determine the resources and obliga- 
tions of the State in the manner and with the reserva- 
tions specified in an institutional Act. 

Social security finance Acts shall determine the 
general conditions for the financial balance of social 
security and, in the light of their revenue forecasts, shall 
determine expenditure targets in the manner and with 
the reservations specified in an institutional Act. 

Programme Acts shall determine the objectives of 
the economic and social action of the State. 

The provisions of this article may be enlarged upon 
and complemented by an institutional Act. 


TITLE VI—ON TREATIES AND 
INTERNATIONAL AGREEMENTS 
Article 52 
The President of the Republic shall negotiate and ratify 
treaties. 

He shall be informed of any negotiations for the 
conclusion of an international agreement not subject 
to ratification. 


Article 53 
Peace treaties, commercial treaties, treaties or agree- 
ments relating to international organization, those that 
commit the finances of the State, those that modify 
provisions which are matters for statute, those relat- 
ing to the status of persons, and those that involve the 
cession, exchange or addition of territory, may be rati- 
fied or approved only by virtue of an Act of Parliament. 

They shall not take effect until they have been rati- 
fied or approved. 

No cession, exchange or addition of territory shall 
be valid without the consent of the population con- 
cerned. 


Article 53-1 

The Republic may conclude, with European States 
that are bound by commitments identical with its own 
in the matter of asylum and the protection of human 
rights and fundamental freedoms, agreements deter- 
mining their respective jurisdiction in regard to the 
consideration of requests for asylum submitted to 
them. 

However, even if the request does not fall within 
their jurisdiction under the terms of these agreements, 
the authorities of the Republic shall remain empow- 
ered to grant asylum to any foreigner who is perse- 
cuted for his action in pursuit of freedom or who seeks 
the protection of France for some other reason. 


Article 53-2 

The Republic may recognize the jurisdiction of the In- 
ternational Criminal Court as provided by the treaty 
signed on 18 July 1998. 
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Article 54 

If the Constitutional Council, on a reference from the 
President of the Republic, from the Prime Minister, 
from the President of one or the other assembly, or from 
sixty deputies or sixty senators, has declared that an 
international commitment contains a clause contrary 
to the Constitution, authorization to ratify or approve 
the international commitment in question may be 
given only after amendment of the Constitution. 


Article 55 

Treaties or agreements duly ratified or approved shall, 
upon publication, prevail over Acts of Parliament, sub- 
ject, in regard to each agreement or treaty, to its appli- 
cation by the other party. 


TITLE XI—THE ECONOMIC AND 

SOCIAL COUNCIL 

Article 69 

The Economic and Social Council, on a reference from 
the Government, shall give its opinion on such gov- 
ernment bills, draft ordinances or decrees, and Mem- 
bers’ bills as have been submitted to it. 

Amember of the Economic and Social Council may 
be designated by the Council to present, to the parlia- 
mentary assemblies, the opinion of the Council on such 
bills or drafts as have been submitted to it. 


Article 70 

The Economic and Social Council may likewise be con- 
sulted by the Government on any economic or social 
issue. Any plan or programme bill of an economic or 
social character shall be submitted to it for its opinion. 


Article 71 

The composition of the Economic and Social Council 
and its rules of procedure shall be determined by an 
institutional Act. 


TITLE XII—ON TERRITORIAL UNITS 
Article 72 
The territorial units of the Republic shall be the com- 
munes, the departments, the regions, the special-status 
areas and the overseas territories to which article 74 
applies. Any other territorial unit shall be established 
by statute, in appropriate cases in place of one or more 
units provided for by this paragraph. 

Territorial units may take decisions in all matters that 
are within powers that can best be exercised at their level. 

In the manner provided by statute, these units shall 
be self-governing through elected councils and have 
power to make regulations. 

In the manner provided by institutional act, where 
the essential conditions for the exercise of public liber- 
ties or of a right secured by the Constitution are not 
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affected, territorial units or associations thereof may, 
where provision is made by statute or regulation, as 
the case may be, derogate on an experimental basis for 
limited purposes and duration from provisions laid 
down by statute or regulation governing the exercise 
of their powers. 

No territorial unit may exercise authority over an- 
other. However, where the exercise of a power requires 
the combined action of several territorial units, one of 
those units or one of their associations may be 
authorised by statute to organise their joint action. 

In the territorial units of the Republic, the State 
representative, representing each of the Members of 
the Government, shall be responsible for national in- 
terests, administrative supervision and the observance 
of the law. 


Article 72-1 

The conditions in which voters in each territorial unit 
may use their right of petition to ask for a matter within 
the powers of the unit to be entered on the agenda of 
its decision-making assembly shall be determined by 
statute. 

In the conditions determined by institutional act, 
draft decisions or acts within the powers of a territorial 
unit may, on its initiative, be presented for a decision to 
be taken by the voters in that unit by referendum. 

Where there is a proposal to establish a special- 
status territorial unit or to modify its organisation, a 
decision may be taken by statute to consult the voters 
registered in the relevant units. Voters may also be con- 
sulted on changes to the boundaries of territorial units 
in the conditions determined by statute. 


Article 72-2 
Territorial units shall enjoy resources of which they may 
dispose freely on the conditions determined by statute. 

They may receive all or part of the proceeds of taxes 
of all kinds. They may be authorised by statute to de- 
termine the basis of assessment and the rates, within 
the limits set by such statutes. 

The tax revenue and other own resources of terri- 
torial units shall, for each category of territorial unit, 
represent a decisive share of their resources. The con- 
ditions for the implementation of this rule shall be de- 
termined by institutional act. 

Whenever powers are transferred between central 
government and the territorial units, resources equiva- 
lent to those which were devoted to the exercise of 
those powers shall be transferred also. Wherever the 
effect of powers newly created or extended is to in- 
crease the expenditure to be borne by territorial units, 
resources determined by statute shall be allocated. 

Equalisation mechanisms to promote equality be- 
tween territorial units shall be provided for by statute. 
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Article 72-3 

The Republic shall recognise the overseas populations 
within the French people in a common ideal of free- 
dom, equality and fraternity. 

Guadeloupe, Guyane, Martinique, Réunion, 
Mayotte, Saint-Pierre-et-Miquelon, the Wallis and 
Futuna Islands and French Polynesia shall be governed 
by article 73 for the overseas departments and regions 
and for the territorial units established by virtue of the 
final paragraph of article 73, and by article 74 for the 
other units. 

The status of New Caledonia shall be governed by 
title XIII. 

The legislative system and special organisation of 
the French Southern and Antarctic Territories shall be 
determined by statute. 


Article 72-4 

There may be no change for all or part of one of the 
units to which the second paragraph of article 72-3 ap- 
plies, from one to another of the statuses provided for 
by articles 73 and 74, without the prior consent of voters 
in the relevant unit or part of a unit being sought in the 
manner provided for by the paragraph below. Such 
change of status shall be made by institutional act. 

The President of the Republic may, on a proposal 
from the Government when Parliament is in session 
or on a joint motion of the two assemblies, published 
in either case in the Journal officiel, decide to consult 
voters in an overseas territorial unit on a question re- 
lating to its organisation, its powers or its legislative 
system. Where the referendum concerns a change as 
provided for by the foregoing paragraph and is held 
in response to a proposal by the Government, the Gov- 
ernment shall make a statement before each assembly 
which shall be followed by a debate. 


Article 73 

In the overseas departments and regions, statutes and 
regulations shall be automatically applicable. They may 
be adapted in the light of the specific characteristics 
and constraints of those units. 

Those adaptations may be decided on by the units 
in areas in which their powers are exercised if the rel- 
evant units have been empowered to that end by statute. 

By way of derogation from the first paragraph and 
in order to take account of their specific features, units 
to which this article applies may be empowered by stat- 
ute to determine themselves the rules applicable in 
their territory in a limited number of matters that fall 
to be determined by statute. 

These rules may not concern nationality, civic 
rights, the guarantees of public liberties, the status and 
capacity of persons, the organisation of justice, crimi- 
nal law, criminal procedure, foreign policy, defence, 
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public security and public order, currency, credit and 
exchange, or electoral law. This enumeration may be 
clarified and amplified by an institutional act. 

The two foregoing paragraphs shall not apply in 
the department and region of Réunion. 

The powers to be conferred pursuant to the sec- 
ond and third paragraphs shall be decided on at the 
request of the relevant territorial unit in the conditions 
and subject to the reservations provided for by an in- 
stitutional act. They may not be conferred where the 
essential conditions for the exercise of public liberties 
or of a right secured by the Constitution are affected. 

A territorial unit taking the place of an overseas 
department and region or a single decision-making 
assembly for the two units may not be established by 
statutes unless the consent of the voters registered there 
has first been sought as provided by the second para- 
graph of article 72-4. 


Article 74 
The overseas territorial units to which this article ap- 
plies shall have a status reflecting their respective local 
interests within the Republic. 

This status shall be determined by an institutional 
act adopted after the opinion of the decision-making 
assembly has been received and specifying: 


* the conditions in which statutes and regulations 
shall apply there; 

the powers of the territorial unit; subject to those 
already exercised by it, the transfer of central gov- 
ernment powers may not relate to the matters 
listed in the fourth paragraph of article 73, as 
specified and amplified by the institutional act 
therein referred to; 

the rules governing the organisation and opera- 
tion of the institutions of the territorial unit and 
the electoral system for its decision-making as- 
sembly; 

the conditions in which its institutions are con- 
sulted on Government or Members’ bills and 
draft ordinances or decrees containing provi- 
sions relating specifically to the unit and to the 
ratification or approval of international com- 
mitments entered into in matters within its 
powers. 


The institutional act may also, for such territorial units 
as enjoy autonomy, determine the conditions in which: 


* the Council of State shall exercise specific judi- 
cial review of certain categories of acts adopted 
by the decision-making assembly in matters 
which are within its powers in the areas reserved 
for statute; 
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* the decision-making assembly may amend a stat- 
ute promulgated after the entry into force of the 
territorial unit’s new status, where the Consti- 
tutional Council, acting notably on a referral 
from the authorities of the territorial unit, has 
confirmed that the statute governs matters that 
are within the powers of the relevant unit; 
measures justified by local needs may be taken 
by the territorial unit in favour of its population 
as regards access to employment, the right of es- 
tablishment for the exercise of a professional ac- 
tivity or the protection of the land; 

the unit may, subject to review by the central 
government, participate in exercise of the pow- 
ers that it retains, in full respect for the guaran- 
ties given throughout national territory for the 
exercise of public liberties. 


The other rules governing the specific organisation of 
the territorial units to which this article applies shall 
be determined and amended by statute after consulta- 
tion with their decision-making assembly. 


Article 74-1 

In the territorial units to which article 74 applies and 
in New Caledonia, the Government may, in matters 
which remains within its power, extend by ordinance, 
with the requisite adaptations, the legislative provisions 
applying in metropolitan France, provided the statute 
has not expressly excluded the use of this procedure in 
the specific matters. 

Such ordinances shall be issued in the Council of 
Ministers after receiving the opinion of the relevant 
decision-making assemblies and the Council of State. 
They shall enter into force upon publication. They shall 
lapse if they are not ratified by Parliament within eigh- 
teen months following their publication. 


Article 75 

Citizens of the Republic who do not have ordinary civil 
status, the only one referred to in Article 34, shall re- 
tain their personal status so long as they have not re- 
nounced it. 


Source: “Constitution of October 4, 1958,” www.assemblee- 
nat.fr/english/8ab.asp (accessed December 2003). 


ASEAN DECLARATION (1967) 


Signed in Bangkok on August 8, 1967, the declaration estab- 
lished the Association of Southeast Asian Nations. The goal 
of the organization is to promote socioeconomic progress in 
the region. Initial members were Indonesia, Malaysia, Phil- 
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ippines, Singapore, and Thailand, while Brunei, Vietnam, 
Laos, Myanmar, and Cambodia joined in subsequent years. 
Since its inception, members have also agreed to maintain 
the region as a nuclear-free zone and have worked to create 
the ASEAN Free Trade Area, which operates as a common 
market area. 


The Presidium Minister for Political Affairs/Minister for 
Foreign Affairs of Indonesia, the Deputy Prime Minis- 
ter of Malaysia, the Secretary of Foreign Affairs of the 
Philippines, the Minister for Foreign Affairs of Singapore 
and the Minister of Foreign Affairs of Thailand: 


MINDFUL of the existence of mutual interests and com- 
mon problems among countries of South-East Asia and 
convinced of the need to strengthen further the exist- 
ing bonds of regional solidarity and cooperation; 


DESIRING to establish a firm foundation for common 
action to promote regional cooperation in South-East 
Asia in the spirit of equality and partnership and 
thereby contribute towards peace, progress and pros- 
perity in the region; 


CONSCIOUS that in an increasingly interdependent 
world, the cherished ideals of peace, freedom, social 
justice and economic well-being are best attained by 
fostering good understanding, good neighbourliness 
and meaningful cooperation among the countries of 
the region already bound together by ties of history 
and culture; 


CONSIDERING that the countries of South-East Asia 
share a primary responsibility for strengthening the 
economic and social stability of the region and ensur- 
ing their peaceful and progressive national develop- 
ment, and that they are determined to ensure their 
stability and security from external interference in any 
form or manifestation in order to preserve their na- 
tional identities in accordance with the ideals and as- 
pirations of their peoples; 


AFFIRMING that all foreign bases are temporary and 
remain only with the expressed concurrence of the 
countries concerned and are not intended to be used 
directly or indirectly to subvert the national indepen- 
dence and freedom of States in the area or prejudice 
the orderly processes of their national development; 


DO HEREBY DECLARE: 


FIRST, the establishment of an Association for Re- 
gional Cooperation among the countries of South-East 
Asia to be known as the Association of South-East Asian 
Nations (ASEAN). 
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SECOND, that the aims and purposes of the Asso- 
ciation shall be: 

1. To accelerate the economic growth, social progress 
and cultural development in the region through joint 
endeavours in the spirit of equality and partnership in 
order to strengthen the foundation for a prosperous and 
peaceful community of South-East Asian Nations; 

2. To promote regional peace and stability through 
abiding respect for justice and the rule of law in the 
relationship among countries of the region and adher- 
ence to the principles of the United Nations Charter; 

3. To promote active collaboration and mutual as- 
sistance on matters of common interest in the economic, 
social, cultural, technical, scientific and administrative 
fields; 

4. To provide assistance to each other in the form 
of training and research facilities in the educational, 
professional, technical and administrative spheres; 

5. To collaborate more effectively for the greater 
utilization of their agriculture and industries, the ex- 
pansion of their trade, including the study of the prob- 
lems of international commodity trade, the 
improvement of their transportation and communica- 
tions facilities and the raising of the living standards of 
their peoples; 

6. To promote South-East Asian studies; 

7. To maintain close and beneficial cooperation with 
existing international and regional organizations with 
similar aims and purposes, and explore all avenues for 
even closer cooperation among themselves. 

THIRD, that to carry out these aims and purposes, 
the following machinery shall be established: 

(a) Annual Meeting of Foreign Ministers, which 
shall be by rotation and referred to as ASEAN 
Ministerial Meeting. Special Meetings of For- 
eign Ministers may be convened as required. 

(b) A Standing committee, under the chairman- 
ship of the Foreign Minister of the host coun- 
try or his representative and having as its 
members the accredited Ambassadors of the 
other member countries, to carry on the work 
of the Association in between Meetings of For- 
eign Ministers. 

(c) Ad-Hoc Committees and Permanent Commit- 
tees of specialists and officials on specific subjects. 

(d) A National Secretariat in each member coun- 
try to carry out the work of the Association on 
behalf of that country and to service the An- 
nual or Special Meetings of Foreign Ministers, 
the Standing Committee and such other com- 
mittees as may hereafter be established. 

FOURTH, that the Association is open for partici- 
pation to all States in the South-East Asian Region sub- 
scribing to the aforementioned aims, principles and 
purposes. 
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FIFTH, that the Association represents the collec- 
tive will of the nations of South-East Asia to bind them- 
selves together in friendship and cooperation and, 
through joint efforts and sacrifices, secure for their 
peoples and for posterity the blessings of peace, free- 
dom and prosperity. 


DONE in Bangkok on the Eighth Day of August in the 
Year One Thousand Nine Hundred and Sixty-Seven. 


For the Republic of Indonesia: Adam Malik 

For the republic of Singapore: S. Rajaratham 

For Malaysia: Tom Abdul Razak 

For the Republic of the Philippines: Marciso Ramos 
For the Kingdom of Thailand: Thamat Khoman 


Source: Association of Southeast Asian Nations, “Bangkok 
Declaration,” www.aseansec.org/1212.htm (accessed April 
2004). 


PANAMA CANAL TREATY OF 1977 
(EXCERPTS) 


During the 1960s, the people of Panama became restless 
over U.S. control of the Panama Canal Zone. Negotiations 
between the two governments took place, but it was not 
until 1977 that the Panama Canal Treaty was signed. The 
agreement provided for an interim period of joint U.S.- 
Panamanian control over the zone until December 31, 1999, 
when the United States would relinquish control. An addi- 
tional treaty was signed in 1979 that guaranteed the neu- 
trality of the canal in times of peace and war. 


The United States of America and the Republic of 
Panama, Acting in the spirit of the Joint Declaration of 
April 3, 1964, by the Representatives of the Governments 
of the United States of America and the Republic of 
Panama, and of the Joint Statement of Principles of Feb- 
ruary 7, 1974, initialed by the Secretary of State of the 
United States of America and the Foreign Minister of 
the Republic of Panama, and Acknowledging the Re- 
public of Panama’s sovereignty over its territory, Have 
decided to terminate the prior Treaties pertaining to the 
Panama Canal and to conclude a new Treaty to serve as 
the basis for a new relationship between them and, ac- 
cordingly, have agreed upon the following: 


Article I 
Abrogation of Prior Treaties and Establishment 
of a New Relationship 
1. Upon its entry into force, this Treaty terminates 
and supersedes: 
(a) The Isthmian Canal Convention between the 


1158 PANAMA CANAL TREATY OF 


United States of America and the Republic of 
Panama, signed at Washington, November 18, 
1903; 

(b) The Treaty of Friendship and Cooperation 
signed at Washington, March 2, 1936, and the 
Treaty of Mutual Understanding and Coopera- 
tion and the related Memorandum of Under- 
standings Reached, signed at Panama, Janu- 
ary 25, 1955, between the United States of 
America and the Republic of Panama; 

(c) All other treaties, conventions, agreements, and 
exchanges of notes between the United States 
of America and the Republic of Panama con- 
cerning the Panama Canal, which were in force 
prior to the entry into force of this Treaty; and 

(d) Provisions concerning the Panama Canal, 
which appear in other treaties, conventions, 
agreements, and exchanges of notes between 
the United States of America and the Republic 
of Panama, which were in force prior to the 
entry into force of this Treaty. 

2. In accordance with the terms of this Treaty and 
related agreements, the Republic of Panama, as terri- 
torial sovereign, grants to the United States of America, 
for the duration of this Treaty, the rights necessary to 
regulate the transit of ships through the Panama Ca- 
nal, and to manage, operate, maintain, improve, pro- 
tect and defend the Canal. The Republic of Panama 
guarantees to the United States of America the peace- 
ful use of the land and water areas which it has been 
granted the rights to use for such purposes pursuant 
to this Treaty and related agreements. 

3. The Republic of Panama shall participate increas- 
ingly in the management and protection and defense 
of the Canal, as provided in this Treaty. 

4. In view of the special relationship established by 
this Treaty, the United States of America and the Republic 
of Panama shall cooperate to assure the uninterrupted 
and efficient operation of the Panama Canal. 


Article IV 
Protection and Defense 

1. The United States of America and the Republic 
of Panama commit themselves to protect and defend 
the Panama Canal. Each Party shall act, in accordance 
with its constitutional processes, to meet the danger 
resulting from an armed attack or other actions which 
threaten the security of the Panama Canal or of ships 
transiting it. 

2. For the duration of this Treaty, the United States 
of America shall have primary responsibility to pro- 
tect and defend the Canal. The rights of the United 
States of America to station, train, and move military 
forces within the Republic of Panama are described in 
the Agreement in Implementation of this Article, signed 
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this date. The use of areas and installations and the 
legal status of the armed forces of the United States of 
America in the Republic of Panama shall be governed 
by the aforesaid Agreement. 

3. In order to facilitate the participation and coop- 
eration of the armed forces of both Parties in the pro- 
tection and defense of the Canal, the United States of 
America and the Republic of Panama shall establish a 
Combined Board comprised of an equal number of se- 
nior military representatives of each Party. These rep- 
resentatives shall be charged by their respective 
governments with consulting and cooperating on all 
matters pertaining to the protection and defense of the 
Canal, and with planning for actions to be taken in con- 
cert for that purpose. Such combined protection and 
defense arrangements shall not inhibit the identity or 
lines of authority of the armed forces of the United 
States of America or the Republic of Panama. The Com- 
bined Board shall provide for coordination and coop- 
eration concerning such matters as: 

(a) The preparation of contingency plans for the 
protection and defense of the Canal based 
upon the cooperative efforts of the armed 
forces of both Parties; 

(b) The planning and conduct of combined mili- 
tary exercises; and 

(c) The conduct of United States and Panamanian 
military operations with respect to the protec- 
tion and defense of the Canal. 

4. The Combined Board shall, at five-year intervals 
throughout the duration of this Treaty, review the re- 
sources being made available by the two Parties for the 
protection and defense of the Canal. Also, the Combined 
Board shall make appropriate recommendations to the 
two Governments respecting projected requirements, 
the efficient utilization of available resources of the two 
Parties, and other matters of mutual interest with re- 
spect to the protection and defense of the Canal. 

5. To the extent possible consistent with its primary 
responsibility for the protection and defense of the 
Panama Canal, the United States of America will en- 
deavor to maintain its armed forces in the Republic of 
Panama in normal times at a level not in excess of that 
of the armed forces of the United States of America in 
the territory of the former Canal Zone immediately 
prior to the entry into force of this Treaty. ... 


Article XI 
Provisions for the Transition Period 

1. The Republic of Panama shall reassume plenary 
jurisdiction over the former Canal Zone upon entry into 
force of this Treaty and in accordance with its terms. In 
order to provide for an orderly transition to the full ap- 
plication of the jurisdictional arrangements established 
by this Treaty and related agreements, the provisions of 
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this Article shall become applicable upon the date this 
Treaty enters into force, and shall remain in effect for 
thirty calendar months. The authority granted in this 
Article to the United States of America for this transi- 
tion period shall supplement, and is not intended to 
limit, the full application and effect of the rights and 
authority granted to the United States of America else- 
where in this Treaty and in related agreements. 

2. During this transition period, the criminal and 
civil laws of the United States of America shall apply 
concurrently with those of the Republic of Panama in 
certain of the areas and installations made available for 
the use of the United States of America pursuant to 
this Treaty, in accordance with the following provisions: 

(a) The Republic of Panama permits the authori- 
ties of the United States of America to have the 
primary right to exercise criminal jurisdiction 
over United States citizen employees of the 
Panama Canal Commission and their depen- 
dents, and members of the United States 
Forces and civilian component and their de- 
pendents, in the following cases: 

(i) forany offense committed during the tran- 
sition period within such areas and instal- 
lations, and 

(ii) for any offense committed prior to that 
period in the former Canal Zone. The Re- 
public of Panama shall have the primary 
right to exercise jurisdiction over all other 
offenses committed by such persons, ex- 
cept as otherwise agreed. 

(b) Either Party may waive its primary right to ex- 
ercise jurisdiction in a specific case or category 
of cases. 

3. The United States of America shall retain the 
right to exercise jurisdiction in criminal cases relating 
to offenses committed prior to the entry into force of 
this Treaty in violation of the laws applicable in the 
former Canal Zone. 

4. For the transition period, the United States of 
America shall retain police authority and maintain a 
police force in the aforementioned areas and installa- 
tions. In such areas, the police authorities of the United 
States of America may take into custody any person 
not subject to their primary jurisdiction if such person 
is believed to have committed or to be committing an 
offense against applicable laws or regulations, and shall 
promptly transfer custody to the police authorities of 
the Republic of Panama. The United States of America 
and the Republic of Panama shall establish joint police 
patrols in agreed areas. Any arrests conducted by a joint 
patrol shall be the responsibility of the patrol member 
or members representing the Party having primary ju- 
risdiction over the person or persons arrested. 

5. The courts of the United States of America and 
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related personnel, functioning in the former Canal 
Zone immediately prior to the entry into force of this 
Treaty, may continue to function during the transition 
period for the judicial enforcement of the jurisdiction 
to be exercised by the United States of America in ac- 
cordance with this Article. 

6. In civil cases, the civilian courts of the United 
States of America in the Republic of Panama shall have 
no jurisdiction over new cases of a private civil nature, 
but shall retain full jurisdiction during the transition 
period to dispose of any civil cases, including admi- 
ralty cases, already instituted and pending before the 
courts prior to the entry into force of this Treaty. 

7. The laws, regulations, and administrative author- 
ity of the United States of America applicable in the 
former Canal Zone immediately prior to the entry into 
force of this Treaty shall, to the extent not inconsistent 
with this Treaty and related agreements, continue in 
force for the purpose of the exercise by the United States 
of America of law enforcement and judicial jurisdiction 
only during the transition period. The United States of 
America may amend, repeal or otherwise change such 
laws, regulations and administrative authority. The two 
Parties shall consult concerning procedural and substan- 
tive matters relative to the implementation of this Ar- 
ticle, including the disposition of cases pending at the 
end of the transition period and, in this respect, may 
enter into appropriate agreements by an exchange of 
notes or other instrument. 

8. During this transition period, the United States 
of America may continue to incarcerate individuals in 
the areas and installations made available for the use 
of the United States of America by the Republic of 
Panama pursuant to this Treaty and related agreements, 
or to transfer them to penal facilities in the United States 
of America to serve their sentences. 


Article XII 
A Sea-Level Canal or a Third Lane of Locks 

1. The United States of America and the Republic 
of Panama recognize that a sea-level canal may be im- 
portant for international navigation in the future. Con- 
sequently, during the duration of this Treaty, both 
Parties commit themselves to study jointly the feasi- 
bility of a sea-level canal in the Republic of Panama, 
and in the event they determine that such a waterway 
is necessary, they shall negotiate terms, agreeable to 
both Parties, for its construction. 

2. The United States of America and the Republic 
of Panama agree on the following: 

(a) No new interoceanic canal shall be constructed 
in the territory of the Republic of Panama dur- 
ing the duration of this Treaty, except in accor- 
dance with the provisions of this Treaty, or as 
the two Parties may otherwise agree; and 
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(b) During the duration of this Treaty, the United 
States of America shall not negotiate with third 
States for the right to construct an interoceanic 
canal on any other route in the Western Hemi- 
sphere, except as the two Parties may other- 
wise agree. 

3. The Republic of Panama grants to the United 
States of America the right to add a third lane of locks 
to the existing Panama Canal. This right may be exer- 
cised at any time during the duration of this Treaty, 
provided that the United States of America has deliv- 
ered to the Republic of Panama copies of the plans for 
such construction. 

4. In the event the United States of America exer- 
cises the right granted in paragraph 3 above, it may 
use for that purpose, in addition to the areas otherwise 
made available to the United States of America pursu- 
ant to this Treaty, such other areas as the two Parties 
may agree upon. The terms and conditions applicable 
to Canal operating areas made available by the Republic 
of Panama for the use of the United States of America 
pursuant to Article III of this Treaty shall apply in a 
similar manner to such additional areas. 

5. In the construction of the aforesaid works, the 
United States of America shall not use nuclear excava- 
tion techniques without the previous consent of the 
Republic of Panama. 


Article XIII 
Property Transfer and Economic Participation 
by the Republic of Panama 

1. Upon termination of this Treaty, the Republic of 
Panama shall assume total responsibility for the man- 
agement, operation, and maintenance of the Panama 
Canal, which shall be turned over in operating condi- 
tion and free of liens and debts, except as the two Par- 
ties may otherwise agree. 

2.. The United States of America transfers, without 
charge, to the Republic of Panama all right, title and 
interest the United States of America may have with 
respect to all real property, including non-removable 
improvements thereon, as set forth below: 

(a) Upon the entry into force of this Treaty, the 
Panama Railroad and such property that was 
located in the former Canal Zone but that is not 
within the land and water areas the use of which 
is made available to the United States of America 
pursuant to this Treaty. However, it is agreed 
that the transfer on such date shall not include 
buildings and other facilities, except housing, 
the use of which is retained by the United States 
of America pursuant to this Treaty and related 
agreements, outside such areas; 

(b) Such property located in an area or a portion 
thereof at such time as the use by the United 
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States of America of such area or portion 
thereof ceases pursuant to agreement between 
the two Parties. 

(c) Housing units made available for occupancy 
by members of the Armed Forces of the Re- 
public of Panama in accordance with para- 
graph 5(b) of Annex B to the Agreement in 
Implementation of Article IV of this Treaty at 
such time as such units are made available to 
the Republic of Panama. 

(d) Upon termination of this Treaty, all real prop- 
erty and non-removable improvements that 
were used by the United States of America for 
the purposes of this Treaty and related agree- 
ments and equipment related to the manage- 
ment, operation and maintenance of the Ca- 
nal remaining in the Republic of Panama. 

3. The Republic of Panama agrees to hold the 
United States of America harmless with respect to any 
claims which may be made by third parties relating to 
rights, title and interest in such property. 

4. The Republic of Panama shall receive, in addi- 
tion, from the Panama Canal Commission a just and 
equitable return on the national resources which it has 
dedicated to the efficient management, operation, 
maintenance, protection and defense of the Panama 
Canal, in accordance with the following: 

(a) An annual amount to be paid out of Canal op- 
erating revenues computed at a rate of thirty 
hundredths of a United States dollar (US$0.30) 
per Panama Canal net ton, or its equivalency, 
for each vessel transiting the Canal after the 
entry into force of this Treaty, for which tolls 
are charged. The rate of thirty hundredths of 
a United States dollar (US$0.30) per Panama 
Canal net ton, or its equivalency, will be ad- 
justed to reflect changes in the United States 
wholesale price index for total manufactured 
goods during biennial periods. The first adjust- 
ment shall take place five years after entry into 
force of this Treaty, taking into account the 
changes that occurred in such price index dur- 
ing the preceding two years. Thereafter, suc- 
cessive adjustments shall take place at the end 
of each biennial period. If the United States of 
America should decide that another indexing 
method is preferable, such method shall be 
proposed to the Republic of Panama and ap- 
plied if mutually agreed. 

(b) A fixed annuity of ten million United States dol- 
lars (US$10,000,000) to be paid out of Canal op- 
erating revenues. This amount shall constitute a 
fixed expense of the Panama Canal Commission. 

(c) Anannual amount of up to ten million United 
States dollars (US$10,000,000) per year, to be 
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paid out of Canal operating revenues to the 
extent that such revenues exceed expenditures 
of the Panama Canal Commission including 
amounts paid pursuant to this Treaty. In the 
event Canal operating revenues in any year 
do not produce a surplus sufficient to cover 
this payment, the unpaid balance shall be paid 
from operating surpluses in future years in a 
manner to be mutually agreed. 


Article XIV 
Settlement of Disputes 

In the event that any question should arise be- 
tween the Parties concerning the interpretation of this 
Treaty or related agreements, they shall make every 
effort to resolve the matter through consultation in the 
appropriate committees established pursuant to this 
Treaty and related agreements, or, if appropriate, 
through diplomatic channels. In the event the Parties 
are unable to resolve a particular matter through such 
means, they may, in appropriate cases, agree to submit 
the matter to conciliation, mediation, arbitration, or 
such other procedure for the peaceful settlement of the 
dispute as they may mutually deem appropriate. 
DONE at Washington, this 7th day of September, 1977 
in duplicate, in the English and Spanish languages, 
both texts being equally authentic. ... 


Treaty Concerning the Permanent Neutrality and 
Operation of the Panama Canal 


Article II 

The Republic of Panama declares the neutrality of 
the Canal in order that both in time of peace and in 
time of war it shall remain secure and open to peaceful 
transit by the vessels of all nations on terms of entire 
equality, so that there will be no discrimination against 
any nation, or its citizens or subjects, concerning the 
conditions or charges of transit, or for any other rea- 
son, and so that the Canal, and therefore the Isthmus 
of Panama, shall not be the target of reprisals in any 
armed conflict between other nations of the world. The 
foregoing shall be subject to the following requirements: 

(a) Payment of tolls and other charges for transit 
and ancillary services, provided they have 
been fixed in conformity with the provisions 
of Article III (c); 

(b) Compliance with applicable rules and regula- 
tions, provided such rules and regulations are 
applied in conformity with the provisions of 
Article IT; 

(c) The requirement that transiting vessels com- 
mit no acts of hostility while in the Canal; and 

(d) Such other conditions and restrictions as are 
established by this Treaty. 
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Article III 

1. For purposes of the security, efficiency and 
proper maintenance of the Canal the following rules 
shall apply: 

(a) The Canal shall be operated efficiently in ac- 

cordance with conditions of transit through the 
Canal, and rules and regulations that shall be 
just, equitable and reasonable, and limited to 
those necessary for safe navigation and effi- 
cient, sanitary operation of the Canal; 

(b) Ancillary services necessary for transit through 
the Canal shall be provided; 

(c) Tolls and other charges for transit and ancil- 
lary services shall be just, reasonable, equitable 
and consistent with the principles of interna- 
tional law; 

(d) As a pre-condition of transit, vessels may be 
required to establish clearly the financial re- 
sponsibility and guarantees for payment of 
reasonable and adequate indemnification, con- 
sistent with international practice and stan- 
dards, for damages resulting from acts or omis- 
sions of such vessels when passing through the 
Canal. In the case of vessels owned or oper- 
ated by a State or for which it has acknowl- 
edged responsibility, a certification by that 
State that it shall observe its obligations under 
international law to pay for damages result- 
ing from the act or omission of such vessels 
when passing through the Canal shall be 
deemed sufficient to establish such financial 
responsibility; 

(e) Vessels of war and auxiliary vessels of all na- 
tions shall at all times be entitled to transit the 
Canal, irrespective of their internal operation, 
means of propulsion, origin, destination or 
armament, without being subjected, as a con- 
dition of transit, to inspection, search for sur- 
veillance. However, such vessels may be re- 
quired to certify that they have complied with 
all applicable health, sanitation and quarantine 
regulations. In addition, such vessels shall be 
entitled to refuse to disclose their internal op- 
eration, origin, armament, cargo or destina- 
tion. However, auxiliary vessels may be re- 
quired to present written assurances, certified 
by an official at a high level of the government 
of the State requesting the exemption, that they 
are owned or operated by that government 
and in this case are being used only on gov- 
ernment non-commercial service. 

2. For the purposes of this Treaty, the terms “Ca- 
nal,” “vessel of war,” “auxiliary vessel,” “internal op- 
eration,” “armament” and “inspection” shall have the 
meanings assigned them in Annex A to this Treaty. 


Wu 
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Article IV 

The United States of America and the Republic of 
Panama agree to maintain the regime of neutrality es- 
tablished in this Treaty, which shall be maintained in 
order that the Canal shall remain permanently neu- 
tral, notwithstanding the termination of any other trea- 
ties entered into by the two Contracting Parties. 


Source: “Panama Canal Treaty of 1977,” www:state.gov/p/ 
wha/rlnks/11936.htm (accessed March 2004). 


PRESIDENT REAGAN’S SPEECH TO 
THE BRITISH HOUSE OF 
COMMONS (1982) 


President Ronald Reagan gave the following speech before 
the British House of Commons on June 8, 1982. Reagan re- 
ferred to the Soviet Union as the “Evil Empire” that the 
United States was pitted against. The real battle was between 
the capitalistic and communistic forces of the post-World War 
II forces. Reagan's determination to defeat the Soviet Union 
and communism was achieved first with the signing of the 
INF Treaty in 1987 and then with the fall of the Berlin Wall 
in 1989. Since then communism has failed in its attempt to 
control the economies of the world. 


We're approaching the end of a bloody century plagued 
by a terrible political invention—totalitarianism. Opti- 
mism comes less easily today, not because democracy 
is less vigorous, but because democracy’s enemies have 
refined their instruments of repression. Yet optimism 
is in order because day by day democracy is proving 
itself to be a not at all fragile flower. From Stettin on 
the Baltic to Varna on the Black Sea, the regimes planted 
by totalitarianism have had more than thirty years to 
establish their legitimacy. But none—not one regime— 
has yet been able to risk free elections. Regimes planted 
by bayonets do not take root. 


The strength of the Solidarity movement in Poland 
demonstrates the truth told in an underground joke in 
the Soviet Union. It is that the Soviet Union would re- 
main a one-party nation even if an opposition party 
were permitted because everyone would join the op- 
position party. ... 


Historians looking back at our time will note the con- 
sistent restraint and peaceful intentions of the West. 
They will note that it was the democracies who refused 
to use the threat of their nuclear monopoly in the for- 
ties and early fifties for territorial or imperial gain. Had 
that nuclear monopoly been in the hands of the Com- 


1977 


munist world, the map of Europe—indeed, the world— 
would look very different today. And certainly they will 
note it was not the democracies that invaded Afghani- 
stan or suppressed Polish Solidarity or used chemical 
and toxin warfare in Afghanistan and Southeast Asia. 


If history teaches anything, it teaches self-delusion in 
the face of unpleasant facts is folly. We see around us 
today the marks of our terrible dilemma—predictions 
of doomsday, antinuclear demonstrations, an arms race 
in which the West must, for its own protection, be an 
unwilling participant. At the same time we see totali- 
tarian forces in the world who seek subversion and 
conflict around the globe to further their barbarous 
assault on the human spirit. What, then, is our course? 
Must civilization perish in a hail of fiery atoms? Must 
freedom wither in a quiet, deadening accommodation 
with totalitarian evil? 


Sir Winston Churchill refused to accept the inevitabil- 
ity of war or even that it was imminent. He said, “I do 
not believe that Soviet Russia desires war. What they 
desire is the fruits of war and the indefinite expansion 
of their power and doctrines. But what we have to con- 
sider here today while time remains is the permanent 
prevention of war and the establishment of conditions 
of freedom and democracy as rapidly as possible in all 
countries.” 


Well, this is precisely our mission today: to preserve 
freedom as well as peace. It may not be easy to see; but 
I believe we live now at a turning point. 


In an ironic sense Karl Marx was right. We are witness- 
ing today a great revolutionary crisis, a crisis where 
the demands of the economic order are conflicting di- 
rectly with those of the political order. But the crisis is 
happening not in the free, non-Marxist West but in the 
home of Marxism- Leninism, the Soviet Union. It is the 
Soviet Union that runs against the tide of history by 
denying human freedom and human dignity to its citi- 
zens. It also is in deep economic difficulty. The rate of 
growth in the national product has been steadily de- 
clining since the fifties and is less than half of what it 
was then. 


The dimensions of this failure are astounding: a coun- 
try which employs one-fifth of its population in agri- 
culture is unable to feed its own people. Were it not for 
the private sector, the tiny private sector tolerated in 
Soviet agriculture, the country might be on the brink 
of famine. These private plots occupy a bare 3 percent 
of the arable land but account for nearly one-quarter 
of Soviet farm output and nearly one-third of meat 
products and vegetables. Overcentralized, with little 
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or no incentives, year after year the Soviet system pours 
its best resources into the making of instruments of 
destruction. The constant shrinkage of economic 
growth combined with the growth of military produc- 
tion is putting a heavy strain on the Soviet people. What 
we see here is a political structure that no longer corre- 
sponds to its economic base, a society where produc- 
tive forces are hampered by political ones. 


The decay of the Soviet experiment should come as no 
surprise to us. Wherever the comparisons have been 
made between free and closed societies—West Ger- 
many and East Germany, Austria and Czechoslovakia, 
Malaysia and Vietnam—it is the democratic countries 
that are prosperous and responsive to the needs of their 
people. And one of the simple but overwhelming facts 
of our time is this: of all the millions of refugees we’ve 
seen in the modern world, their flight is always away 
from, not toward the Communist world. Today on the 
NATO line, our military forces face east to prevent a 
possible invasion. On the other side of the line, the 
Soviet forces also face east to prevent their people from 
leaving. 


The hard evidence of totalitarian rule has caused in 
mankind an uprising of the intellect and will. Whether 
it is the growth of the new schools of economics in 
America or England or the appearance of the so-called 
new philosophers in France, there is one unifying 
thread running through the intellectual work of these 
groups—rejection of the arbitrary power of the state, 
the refusal to subordinate the rights of the individual 
to the superstate, the realization that collectivism stifles 
all the best human impulses. ... 


Chairman Brezhnev repeatedly has stressed that the 
competition of ideas and systems must continue and 
that this is entirely consistent with relaxation of ten- 
sions and peace. 


Well, we ask only that these systems begin by living 
up to their own constitutions, abiding by their own 
laws, and complying with the international obligations 
they have undertaken. We ask only for a process, a di- 
rection, a basic code of decency, not for an instant trans- 
formation. 


We cannot ignore the fact that even without our en- 
couragement there has been and will continue to be 
repeated explosion against repression and dictator- 
ships. The Soviet Union itself is not immune to this 
reality. Any system is inherently unstable that has no 
peaceful means to legitimize its leaders. In such cases, 
the very repressiveness of the state ultimately drives 
people to resist it, if necessary, by force. 
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While we must be cautious about forcing the pace of 
change, we must not hesitate to declare our ultimate 
objectives and to take concrete actions to move toward 
them. We must be staunch in our conviction that free- 
dom is not the sole prerogative of a lucky few but the 
inalienable and universal right of all human beings. So 
states the United Nations Universal Declaration of 
Human Rights, which, among other things, guarantees 
free elections. 


The objective I propose is quite simple to state: to fos- 
ter the infrastructure of democracy, the system of a free 
press, unions, political parties, universities, which al- 
lows a people to choose their own way to develop their 
own culture, to reconcile their own differences through 
peaceful means. 


This is not cultural imperialism; it is providing the 
means for genuine self-determination and protection 
for diversity. Democracy already flourishes in countries 
with very different cultures and historical experiences. 
It would be cultural condescension, or worse, to say that 
any people prefer dictatorship to democracy. Who 
would voluntarily choose not to have the right to vote, 
decide to purchase government propaganda handouts 
instead of independent newspapers, prefer government 
to worker-controlled unions, opt for land to be owned 
by the state instead of those who till it, want govern- 
ment repression of religious liberty, a single political 
party instead of a free choice, a rigid cultural orthodoxy 
instead of democratic tolerance and diversity. 


Since 1917 the Soviet Union has given covert political 
training and assistance to Marxist-Leninists in many 
countries. Of course, it also has promoted the use of 
violence and subversion by these same forces. Over 
the past several decades, West European and other so- 
cial democrats, Christian democrats, and leaders have 
offered open assistance to fraternal, political, and so- 
cial institutions to bring about peaceful and democratic 
progress. Appropriately, fora vigorous new democracy, 
the Federal Republic of Germany’s political founda- 
tions have become a major force in this effort. 


We in America now intend to take additional steps, as 
many of our allies have already done, toward realizing 
this same goal. The chairmen and other leaders of the 
national Republican and Democratic party organizations 
are initiating a study with the bipartisan American Po- 
litical Foundation to determine how the United States 
can best contribute as a nation to the global campaign 
for democracy now gathering force. They will have the 
cooperation of congressional leaders of both parties, 
along with representatives of business, labor, and other 
major institutions in our society. I look forward to re- 
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ceiving their recommendations and to working with 
these institutions and the Congress in the common task 
of strengthening democracy throughout the world. 


It is time that we committed ourselves as a nation—in 
both the public and private sectors—to assisting demo- 
cratic development. ... 


What I am describing now is a plan and a hope for the 
long term—the march of freedom and democracy which 
will leave Marxism-Leninism on the ash heap of his- 
tory as it has left other tyrannies which stifle the free- 
dom and muzzle the self-expression of the people. And 
that’s why we must continue our efforts to strengthen 
NATO even as we move forward with our zero-option 
initiative in the negotiations on intermediate-range 
forces and our proposal for a one-third reduction in 
strategic ballistic missile warheads. 


Our military strength is a prerequisite to peace, but let 
it be clear we maintain this strength in the hope it will 
never be used, for the ultimate determinant in the 
struggle that’s now going on in the world will not be 
bombs and rockets but a test of wills and ideas, a trial 
of spiritual resolve, the values we hold, the beliefs we 
cherish, the ideals to which we are dedicated. 


The British people know that, given strong leadership, 
time, and a little bit of hope, the forces of good ulti- 
mately rally and triumph over evil. Here among you is 
the cradle of self-government, the Mother of Parlia- 
ments. Here is the enduring greatness of the British 
contribution to mankind, the great civilized ideas: in- 
dividual liberty, representative government, and the 
rule of law under God. 


I've often wondered about the shyness of some of us in 
the West about standing for these ideals that have done 
so much to ease the plight of man and the hardships of 
our imperfect world. This reluctance to use those vast 
resources at our command reminds me of the elderly 
lady whose home was bombed in the blitz. As the res- 
cuers moved about, they found a bottle of brandy she’d 
stored behind the staircase, which was all that was left 
standing. And since she was barely conscious, one of 
the workers pulled the cork to give her a taste of it. She 
came around immediately and said, “Here now—there 
now, put it back. That’s for emergencies.” 


Well, the emergency is upon us. Let us be shy no longer. 
Let us go to our strength. Let us offer hope. Let us tell the 
world that a new age is not only possible but probable. 


During the dark days of the Second World War, when 
this island was incandescent with courage, Winston 


REAGAN’S SPEECH TO THE BRITISH HOUSE OF COMMONS 


(1982) 


Churchill exclaimed about Britain’s adversaries, “What 
kind of people do they think we are?” Well, Britain’s 
adversaries found out what extraordinary people the 
British are. But all the democracies paid a terrible price 
for allowing the dictators to underestimate us. We dare 
not make that mistake again. So, let us ask ourselves, 
“What kind of people do we think we are?” And let us 
answer, “Free people, worthy of freedom and deter- 
mined not only to remain so but to help others gain 
their freedom as well.” 


Sir Winston led his people to great victory in war and 
then lost an election just as the fruits of victory were 
about to be enjoyed. But he left office honorably and, 
as it turned out, temporarily, knowing that the liberty 
of his people was more important than the fate of any 
single leader. History recalls his greatness in ways no 
dictator will ever know. And he left us a message of 
hope for the future, as timely now as when he first ut- 
tered it, as opposition leader in the Commons nearly 
twenty-seven years ago, when he said, “When we look 
back on all the perils through which we have passed 
and at the mighty foes that we have laid low and all 
the dark and deadly designs that we have frustrated, 
why should we fear for our future? We have,” he said, 
“come safely through the worst.” 


Well, the task I’ve set forth will long outlive our own 
generation. But together, we too have come through the 
worst. Let us now begin a major effort to secure the 
best—a crusade for freedom that will engage the faith 
and fortitude of the next generation. For the sake of peace 
and justice, let us move toward a world in which all 
people are at last free to determine their own destiny. 


Source: Ronald Reagan, Address to Members of the Brit- 
ish Parliament, June 8, 1982. Reagan Presidential Library elec- 
tronic archives. 


ENTERPRISE FOR THE AMERICAS 
INITIATIVE (1990) 


President Gorge H.W. Bush proposed the Enterprise for the 
Americas Initiative in the East Room of the White House on 
June 27, 1990. The goal of the initiative was to strengthen 
the economic ties between the United States and Latin 
America in response to the development of the European Eco- 
nomic Community. Negotiations led ultimately to the sign- 
ing of the North American Free Trade Agreement between 
the United States, Canada, and Mexico in 1992. 


Thank you all very much for coming to the White House, 
and itis my pleasure to welcome so many distinguished 
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guests with such strong interests in the vital Latin Ameri- 
can and Caribbean region. Let me recognize the many 
members of the diplomatic corps that are here and ex- 
tend to youa warm welcome—from Latin America, par- 
ticularly, and the Caribbean, Europe, Japan. Members 
of our Cabinet—Nick Brady and Secretary Baker, Carla 
Hills, Secretary Mosbacher—delighted you're here. 
Chairman of the Council of Economic Advisers, Mike 
Boskin, is here. Bill Webster, welcome. And of course, 
we're delighted to see Alan Greenspan, Chairman of the 
Federal Reserve Board, here and then an old friend, 
Barber Conable, of the World Bank, and Richard Erb, 
from the IME And Ricky Iglesias, an old friend of the 
Bushes, and we welcome him, of the IDB, and so many 
leading lights in the business and financial communi- 
ties. To all of you, then, a welcome. 

In the past 12 months, every one of us, from the 
man in the White House to the man on the street, has 
been fascinated by the tremendous changes, the posi- 
tive changes, taking place around the world. Freedom 
has made great gains not just in Eastern Europe but 
right here in the Americas; and we've seen a resurgence 
of democratic rule, a rising tide of democracy, never 
before witnessed in the history of this beloved hemi- 
sphere. And with one exception, Cuba, the transition 
to democracy is moving towards completion, and we 
can all sense the excitement that the day is not far off 
when Cuba joins the ranks of world democracies and 
makes the Americas fully free. 

With one exception, that’s the case. But the politi- 
cal transformation sweeping the rest of Latin America 
and the Caribbean has its parallel in the economic 
sphere. Throughout the region, nations are turning 
away from the statist economic policies that stifle 
growth and are now looking to the power of the free 
market to help this hemisphere realize its untapped 
potential for progress. A new leadership has emerged, 
backed by the strength of the people’s mandate, lead- 
ership that understands that the future of Latin 
America lies with free government and free markets. 
In the words of Colombia’s courageous leader, Virgilio 
Barco—President Barco: “The long-running match be- 
tween Karl Marx and Adam Smith is finally coming to 
an end” with the “recognition that open economies with 
access to markets can lead to social progress.” 

For the United States, these are welcome develop- 
ments, developments that we’re eager to support. But 
we recognize that each nation in the region must make 
its own choices. There is no blueprint, no one-size-fits- 
all approach, to reform. The primary responsibility for 
achieving economic growth lies with each individual 
country. Our challenge in this country is to respond in 
ways that support the positive changes now taking 
place in the hemisphere. We must forge a genuine part- 
nership for free-market reform. 
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Back in February, I met in Cartagena [Colombia] 
with heads of the three Andean nations, and I came away 
from that meeting convinced that the U.S. must review 
its approach not only to that region but to Latin America 
and the Caribbean as a whole. And I asked Treasury Sec- 
retary Brady to lead a review of U.S. economic policy 
towards this vital region, to make a fresh assessment, if 
you will, of the problems and opportunities we'll en- 
counter in the decade ahead. And that review is now 
complete, and the results are in, and the need for new 
economic initiatives is clear and compelling. 

All signs point to the fact that we must shift the 
focus of our economic interaction towards a new eco- 
nomic partnership because prosperity in our hemi- 
sphere depends on trade, not aid. And I've asked you 
here today to share with you some of the ideas, some 
of the ways we can build a broad-based partnership 
for the nineties—to announce the new Enterprise for 
the Americas Initiative that creates incentives to rein- 
force Latin America’s growing recognition that free- 
market reform is the key to sustained growth and 
political stability. 

The three pillars of our new initiative are trade, 
investment, and debt. To expand trade, I propose that 
we begin the process of creating a hemispherewide free 
trade zone; to increase investment, that we adopt mea- 
sures to create a new flow of capital into the region; 
and to further ease the burden of debt, a new approach 
to debt in the region with important benefits for our 
environment. 

Let’s begin with trade. In the 1980's, trade within 
our hemisphere trailed the overall pace of growth in 
world trade. One principal reason for that: 
overrestrictive trade barriers that wall off the econo- 
mies of our region from each other and from the United 
States at great cost to us all. These barriers are the legacy 
of the misguided notion that a nation’s economy needs 
protection in order to thrive. The great economic les- 
son of this century is that protectionism still stifles 
progress and free markets breed prosperity. To this end, 
we've formulated a three-point trade plan to encour- 
age the emerging trends toward free-market reform 
that are now gathering forces in the Americas. 

First, as we enter the final months of the current 
Uruguay round of the world trade talks, I pledge close 
cooperation with the nations of this hemisphere. The 
successful completion of the Uruguay round remains 
the most effective way of promoting long-term trade 
growth in Latin America and the increased integration 
of Latin nations into the overall global trading system. 
Our aim in the Uruguay round is free and fair trade, 
and through these talks we are seeking to strengthen 
existing trade rules and to expand them to areas that 
do not now have agreed rules of fair play. And to show 
our commitment to our neighbors in Latin America and 
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the Caribbean, we will seek deeper tariff reductions in 
this round on products of special interest to them. 

Second, we must build on the trend we see toward 
free markets and make our ultimate aim a free trade 
system that links all of the Americas: North, Central, 
and South. And we look forward to the day when not 
only are the Americas the first fully free, democratic 
hemisphere but when all are equal partners in a free 
trade zone stretching from the port of Anchorage to 
the Tierra del Fuego. 

I'm announcing today that the U.S. stands ready 
to enter into free trade agreements with other markets 
in Latin America and the Caribbean, particularly with 
groups of countries that have associated for purposes 
of trade liberalization. And the first step in this process 
is the now-announced free trade agreement with 
Mexico. We must all recognize that we won't bring 
down barriers to free trade overnight; changes so far- 
reaching may take years of preparation and tough ne- 
gotiations. But the payoff in terms of prosperity is 
worth every effort, and now is the time to make a com- 
prehensive free trade zone for the Americas our long- 
term goal. 

And third, I understand that some countries aren’t 
yet ready to take that dramatic step to a full free trade 
agreement. And that’s why we're prepared to negoti- 
ate with any interested nation in the region bilateral 
framework agreements to open markets and develop 
closer trade ties. Such agreements already exist with 
Mexico and Bolivia. Framework agreements will en- 
able us to move forward ona step-by-step basis to elimi- 
nate counterproductive barriers to trade and towards 
our ultimate goal of free trade. And that’s a prescrip- 
tion for greater growth and a higher standard of living 
in Latin America and, right here at home, new mar- 
kets for American products and more jobs for Ameri- 
can workers. 

Promoting free trade is just one of three key ele- 
ments in our new Enterprise for the Americas Initia- 
tive. And our second pillar is increased investment. 

The competition for capital today is fierce, and the 
key to increased investment is to be competitive, to turn 
around the conditions that have discouraged both for- 
eign and domestic investment—reduce the regulatory 
burden, clear away the thicket of bureaucratic barriers 
that choke off Latin America’s aspiring entrepreneurs. 

In one large Latin city, for instance, it takes almost 
300 days to cut through the red tape to open a small 
garment shop. In another country, the average over- 
seas caller has to make five phone calls to get through, 
and the wait for a new telephone line can be as long as 
5 years. And that’s got to change. 

Investment reform is essential to make it easier to 
start new business ventures and make it possible for 
international investors to participate and profit in Latin 
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American markets. In order to create incentives for in- 
vestment reform, the United States is prepared to take 
the following steps: 

First, the United States will work with the Inter- 
American Development Bank to create a new lending 
program for nations that take significant steps to re- 
move impediments to international investment. The 
World Bank could also contribute to this effort. 

And second, we propose the creation of a new in- 
vestment fund for the Americas. This fund, administered 
by the IDB, could provide up to $300 million a year in 
grants in response to market-oriented investment re- 
forms in progress in privatization. The U.S. intends to 
contribute $100 million to the fund, and we will seek 
matching contributions from Europe and Japan. 

But in order to create an attractive climate for new 
investment, we must build on our successful efforts to 
ease the debt burden. That's the third pillar of this new 
Enterprise for the Americas Initiative. 

Many nations have already undertaken painful 
economic reforms for the sake of future growth, but 
the investment climate remains clouded, weighted 
down by the heavy debt burden. Under the Brady plan, 
we are making significant progress. The agreements 
reached with Mexico and Costa Rica and Venezuela are 
already having a positive impact on investment in those 
countries. Mexico, to take just one example, has already 
seen a reversal of the destructive capital flight that 
drained so many Latin American nations of precious 
investment resources. That's critical. If we restore con- 
fidence, capital will follow. 

As one means of expanding our debt strategy, we 
propose that the IDB add its efforts and resources to 
those of the International Monetary Fund and the 
World Bank to support commercial bank debt reduc- 
tion in Latin America and the Caribbean, and as in the 
case of World Bank and IME IDB funds should be di- 
rectly linked to economic reform. 

While the Brady plan has helped nations reduce 
commercial bank debt, for nations with high levels of 
official debt—debt owed to governments rather than 
private financial institutions—the burden remains 
heavy. And today, across Latin America, official debt 
owed to the U.S. Government amounts to nearly $12 
billion, with $7 billion of that amount in concessional 
loans. And in many cases, the heaviest official debt 
burdens fall on some of the region’s smallest nations, 
countries like Honduras and El Salvador and Jamaica. 

That’s a problem we must address today. As the 
key component in addressing the region’s debt prob- 
lem, Iam proposing a major new initiative to reduce 
Latin America and the Caribbean’s official debt to the 
United States for countries that adopt strong economic 
and investment reform programs with the support of 
international institutions. 
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Our debt reduction program will deal separately 
with concessional and commercial types of loans. On 
the concessional debt, loans made from AID or Food 
for Peace accounts, we will propose substantial debt 
reductions for the most heavily burdened countries. 
And we will also sell a portion of outstanding commer- 
cial loans to facilitate these debt-for-equity and debt- 
for-nature swaps in countries that have set up such 
programs. These actions will be taken ona case-by-case 
basis. 

One measure of prosperity and the most impor- 
tant long-term investment any nation can make is en- 
vironmental well-being. As part of our Enterprise for 
the Americas Initiative, we will take action to 
strengthen environmental policies in this hemisphere. 
Debt-for-nature swaps are one example, patterned af- 
ter the innovative agreements reached by some Latin 
American nations and their commercial creditors. We 
will also call for the creation of environmental trusts, 
where interest payments owed on restructured U.S. 
debt will be paid in local currency and set aside to fund 
environmental projects in the debtor countries. 

These innovative agreements offer a powerful 
new tool for preserving the natural wonders of this 
hemisphere that we share. From the vistas of the un- 
spoiled Arctic to the beauties of the barrier reef off 
Belize to the rich rain forests of the Amazon, we must 
protect this living legacy that we hold in trust. For an 
increasing number of our neighbors, the need for free- 
market reform is clear. These nations need economic 
breathing room to enact bold reforms, and this offi- 
cial debt initiative is one answer, a way out from un- 
der the crushing burden of debt that slows the process 
of reform. 

I know there is some concern that the revolution- 
ary changes we’ve witnessed this past year in Eastern 
Europe will shift our attention away from Latin 
America; but I want to assure all of you here today, as 
I've assured many democratic leaders in Central and 
South America and the Caribbean and Mexico, the 
United States will not lose sight of the tremendous chal- 
lenges and opportunities right here in our own hemi- 
sphere. And indeed, as we talk with the leaders of the 
G-24 about the emerging democracies in Europe—lI’ve 
been talking to them also about their supporting de- 
mocracy and economic freedom in Central America. 
Our aim is a closer partnership between the Americas 
and our friends in Europe and in Asia. 

Two years from now, our hemisphere will celebrate 
the 500th anniversary of an epic event: Columbus’ dis- 
covery of America, our New World. And we trace our 
origins, our shared history, to the time of Columbus’ 
voyage and the courageous quest for the advancement 
of man. Today the bonds of our common heritage are 
strengthened by the love of freedom and a common 
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commitment to democracy. Our challenge, the chal- 
lenge in this new era of the Americas, is to secure this 
shared dream and all its fruits for all the people of the 
Americas—North, Central, and South. 

The comprehensive plan that I’ve just outlined is 
proof positive the United States is serious about forg- 
ing a new partnership with our Latin American and 
Caribbean neighbors. We’re ready to play a construc- 
tive role at this critical time to make ours the first fully 
free hemisphere in all of history. Thank you all for com- 
ing, and God bless the peoples of the Americas. Thank 
you very, very much, indeed. 


Source: “Remarks Announcing the Enterprise for the 
Americas Initiative June 27, 1990,” http://bushlibrary.tamu 
.edu/papers/1990/90062702.html] (accessed September 2002). 


AGREEMENT ESTABLISHING THE 
WORLD TRADE ORGANIZATION (1995) 


Established in 1995, the World Trade Organization (WTO) 
replaced the General Agreement on Tariffs and Trade (GATT). 
The 145 members of the WTO, which is headquartered in 
Geneva, negotiate to reduce tariffs and nontariff issues such 
as subsidies with the final outcome applying to all members. 
The organization mediates trade disputes that arise between 
its members and has the authority to assess penalties for vio- 
lations of the agreements. The organization, unlike GATT, is 
a permanent body. 


The Parties to this Agreement, 


Recognizing that their relations in the field of trade and 
economic endeavour should be conducted with a view 
to raising standards of living, ensuring full employment 
and a large and steadily growing volume of real in- 
come and effective demand, and expanding the pro- 
duction of and trade in goods and services, while 
allowing for the optimal use of the world’s resources 
in accordance with the objective of sustainable devel- 
opment, seeking both to protect and preserve the en- 
vironment and to enhance the means for doing so ina 
manner consistent with their respective needs and con- 
cerns at different levels of economic development, 


Recognizing further that there is need for positive ef- 
forts designed to ensure that developing countries, and 
especially the least developed among them, secure a 
share in the growth in international trade commensu- 
rate with the needs of their economic development, 


Being desirous of contributing to these objectives by en- 
tering into reciprocal and mutually advantageous ar- 
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rangements directed to the substantial reduction of tar- 
iffs and other barriers to trade and to the elimination of 
discriminatory treatment in international trade relations, 


Resolved, therefore, to develop an integrated, more vi- 
able and durable multilateral trading system encom- 
passing the General Agreement on Tariffs and Trade, 
the results of past trade liberalization efforts, and all of 
the results of the Uruguay Round of Multilateral Trade 
Negotiations, 


Determined to preserve the basic principles and to fur- 
ther the objectives underlying this multilateral trad- 
ing system, 


Agree as follows: 


Article I 
Establishment of the Organization 


The World Trade Organization (hereinafter referred to 
as “the WTO”) is hereby established. 


Article I 
Scope of the WTO 


1. The WTO shall provide the common institutional 
framework for the conduct of trade relations among 
its Members in matters related to the agreements and 
associated legal instruments included in the Annexes 
to this Agreement. 


2. The agreements and associated legal instruments 
included in Annexes 1, 2 and 3 (hereinafter referred to 
as “Multilateral Trade Agreements”) are integral parts 
of this Agreement, binding on all Members. 


3. The agreements and associated legal instruments 
included in Annex 4 (hereinafter referred to as 
“Plurilateral Trade Agreements”) are also part of this 
Agreement for those Members that have accepted 
them, and are binding on those Members. The 
Plurilateral Trade Agreements do not create either ob- 
ligations or rights for Members that have not accepted 
them. 


4. The General Agreement on Tariffs and Trade 1994 as 
specified in Annex 1A (hereinafter referred to as “GATT 
1994”) is legally distinct from the General Agreement 
on Tariffs and Trade, dated 30 October 1947, annexed 
to the Final Act Adopted at the Conclusion of the Sec- 
ond Session of the Preparatory Committee of the 
United Nations Conference on Trade and Employment, 
as subsequently rectified, amended or modified (here- 
inafter referred to as “GATT 1947”). 
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Article II 
Functions of the WTO 


1. The WTO shall facilitate the implementation, admin- 
istration and operation, and further the objectives, of 
this Agreement and of the Multilateral Trade Agree- 
ments, and shall also provide the framework for the 
implementation, administration and operation of the 
Plurilateral Trade Agreements. 


2. The WTO shall provide the forum for negotiations 
among its Members concerning their multilateral trade 
relations in matters dealt with under the agreements 
in the Annexes to this Agreement. The WTO may also 
provide a forum for further negotiations among its 
Members concerning their multilateral trade relations, 
and a framework for the implementation of the results 
of such negotiations, as may be decided by the Minis- 
terial Conference. 


3. The WTO shall administer the Understanding on 
Rules and Procedures Governing the Settlement of 
Disputes (hereinafter referred to as the “Dispute Settle- 
ment Understanding” or “DSU”) in Annex 2 to this 
Agreement. 


4. The WTO shall administer the Trade Policy Review 
Mechanism (hereinafter referred to as the “TPRM”) 
provided for in Annex 3 to this Agreement. 


5. With a view to achieving greater coherence in global 
economic policy-making, the WTO shall cooperate, as 
appropriate, with the International Monetary Fund and 
with the International Bank for Reconstruction and 
Development and its affiliated agencies. 


Article IV 
Structure of the WTO 


1. There shall be a Ministerial Conference composed 
of representatives of all the Members, which shall meet 
at least once every two years. The Ministerial Confer- 
ence shall carry out the functions of the WTO and take 
actions necessary to this effect. The Ministerial Con- 
ference shall have the authority to take decisions on 
all matters under any of the Multilateral Trade Agree- 
ments, if so requested by a Member, in accordance with 
the specific requirements for decision-making in this 
Agreement and in the relevant Multilateral Trade 
Agreement. 


2. There shall be a General Council composed of rep- 
resentatives of all the Members, which shall meet as 
appropriate. In the intervals between meetings of the 
Ministerial Conference, its functions shall be conducted 
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by the General Council. The General Council shall also 
carry out the functions assigned to it by this Agree- 
ment. The General Council shall establish its rules of 
procedure and approve the rules of procedure for the 
Committees provided for in paragraph 7. 


3. The General Council shall convene as appropriate 
to discharge the responsibilities of the Dispute Settle- 
ment Body provided for in the Dispute Settlement 
Understanding. The Dispute Settlement Body may 
have its own chairman and shall establish such rules 
of procedure as it deems necessary for the fulfilment 
of those responsibilities. 


4. The General Council shall convene as appropriate 
to discharge the responsibilities of the Trade Policy 
Review Body provided for in the TPRM. The Trade 
Policy Review Body may have its own chairman and 
shall establish such rules of procedure as it deems nec- 
essary for the fulfilment of those responsibilities. 


5. There shall be a Council for Trade in Goods, a Coun- 
cil for Trade in Services and a Council for Trade-Related 
Aspects of Intellectual Property Rights (hereinafter re- 
ferred to as the “Council for TRIPS”), which shall op- 
erate under the general guidance of the General 
Council. The Council for Trade in Goods shall oversee 
the functioning of the Multilateral Trade Agreements 
in Annex 1A. The Council for Trade in Services shall 
oversee the functioning of the General Agreement on 
Trade in Services (hereinafter referred to as “GATS’”). 
The Council for TRIPS shall oversee the functioning 
of the Agreement on Trade-Related Aspects of Intel- 
lectual Property Rights (hereinafter referred to as the 
“Agreement on TRIPS”). These Councils shall carry out 
the functions assigned to them by their respective 
agreements and by the General Council. They shall 
establish their respective rules of procedure subject to 
the approval of the General Council. Membership in 
these Councils shall be open to representatives of all 
Members. These Councils shall meet as necessary to 
carry out their functions. 


6. The Council for Trade in Goods, the Council for Trade 
in Services and the Council for TRIPS shall establish 
subsidiary bodies as required. These subsidiary bod- 
ies shall establish their respective rules of procedure 
subject to the approval of their respective Councils. 


7. The Ministerial Conference shall establish a Com- 
mittee on Trade and Development, a Committee on 
Balance-of-Payments Restrictions and a Committee on 
Budget, Finance and Administration, which shall carry 
out the functions assigned to them by this Agreement 
and by the Multilateral Trade Agreements, and any 
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additional functions assigned to them by the General 
Council, and may establish such additional Commit- 
tees with such functions as it may deem appropriate. 
As part of its functions, the Committee on Trade and 
Development shall periodically review the special pro- 
visions in the Multilateral Trade Agreements in favour 
of the least-developed country Members and report to 
the General Council for appropriate action. Member- 
ship in these Committees shall be open to representa- 
tives of all Members. 


8. The bodies provided for under the Plurilateral Trade 
Agreements shall carry out the functions assigned to 
them under those Agreements and shall operate within 
the institutional framework of the WTO. These bodies 
shall keep the General Council informed of their ac- 
tivities on a regular basis. 


Article V 
Relations with Other Organizations 


1. The General Council shall make appropriate arrange- 
ments for effective cooperation with other intergov- 
ernmental organizations that have responsibilities 
related to those of the WTO. 


2. The General Council may make appropriate ar- 
rangements for consultation and cooperation with 
non-governmental organizations concerned with 
matters related to those of the WTO. 


Article VI 
The Secretariat 


1. There shall be a Secretariat of the WTO (hereinafter 
referred to as “the Secretariat”) headed by a Director- 
General. 


2. The Ministerial Conference shall appoint the 
Director-General and adopt regulations setting out the 
powers, duties, conditions of service and term of of- 
fice of the Director-General. 


3. The Director-General shall appoint the members of 
the staff of the Secretariat and determine their duties 
and conditions of service in accordance with regula- 
tions adopted by the Ministerial Conference. 


4. The responsibilities of the Director-General and of 
the staff of the Secretariat shall be exclusively interna- 
tional in character. In the discharge of their duties, the 
Director-General and the staff of the Secretariat shall 
not seek or accept instructions from any government 
or any other authority external to the WTO. They shall 
refrain from any action which might adversely reflect 
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on their position as international officials. The Mem- 
bers of the WTO shall respect the international charac- 
ter of the responsibilities of the Director-General and 
of the staff of the Secretariat and shall not seek to in- 
fluence them in the discharge of their duties. 


Article VII 
Budget and Contributions 


1. The Director-General shall present to the Commit- 
tee on Budget, Finance and Administration the annual 
budget estimate and financial statement of the WTO. 
The Committee on Budget, Finance and Administra- 
tion shall review the annual budget estimate and the 
financial statement presented by the Director-General 
and make recommendations thereon to the General 
Council. The annual budget estimate shall be subject 
to approval by the General Council. 


2. The Committee on Budget, Finance and Adminis- 
tration shall propose to the General Council financial 
regulations which shall include provisions setting out: 
(a) the scale of contributions apportioning the ex- 
penses of the WTO among its Members; and 
(b) the measures to be taken in respect of Mem- 
bers in arrears. 
The financial regulations shall be based, as far as prac- 
ticable, on the regulations and practices of GATT 1947. 


3. The General Council shall adopt the financial regu- 
lations and the annual budget estimate by a two-thirds 
majority comprising more than half of the Members of 
the WTO. 


4. Each Member shall promptly contribute to the WTO 
its share in the expenses of the WTO in accordance with 
the financial regulations adopted by the General Council. 


Article VIII 
Status of the WTO 


1. The WTO shall have legal personality, and shall be 
accorded by each of its Members such legal capacity as 
may be necessary for the exercise of its functions. 

2. The WTO shall be accorded by each of its Members 
such privileges and immunities as are necessary for the 
exercise of its functions. 


3. The officials of the WTO and the representatives of 
the Members shall similarly be accorded by each of its 
Members such privileges and immunities as are nec- 
essary for the independent exercise of their functions 
in connection with the WTO. 


4. The privileges and immunities to be accorded by a 
Member to the WTO, its officials, and the representa- 
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tives of its Members shall be similar to the privileges 
and immunities stipulated in the Convention on the 
Privileges and Immunities of the Specialized Agencies, 
approved by the General Assembly of the United Na- 
tions on 21 November 1947. 


5. The WTO may conclude a headquarters agreement. 


Article IX 
Decision-Making 


1. The WTO shall continue the practice of decision- 
making by consensus followed under GATT 1947.! Ex- 
cept as otherwise provided, where a decision cannot 
be arrived at by consensus, the matter at issue shall be 
decided by voting. At meetings of the Ministerial Con- 
ference and the General Council, each Member of the 
WTO shall have one vote. Where the European Com- 
munities exercise their right to vote, they shall have a 
number of votes equal to the number of their member 
States* which are Members of the WTO. Decisions of 
the Ministerial Conference and the General Council 
shall be taken by a majority of the votes cast, unless 
otherwise provided in this Agreement or in the relevant 
Multilateral Trade Agreement.* 


2. The Ministerial Conference and the General Coun- 
cil shall have the exclusive authority to adopt interpre- 
tations of this Agreement and of the Multilateral Trade 
Agreements. In the case of an interpretation of a Mul- 
tilateral Trade Agreement in Annex 1, they shall exer- 
cise their authority on the basis of a recommendation 
by the Council overseeing the functioning of that 
Agreement. The decision to adopt an interpretation 
shall be taken by a three-fourths majority of the Mem- 
bers. This paragraph shall not be used in a manner 
that would undermine the amendment provisions in 
Article X. 


3. In exceptional circumstances, the Ministerial Con- 
ference may decide to waive an obligation imposed on 
a Member by this Agreement or any of the Multilateral 
Trade Agreements, provided that any such decision 
shall be taken by three fourths of the Members unless 
otherwise provided for in this paragraph. 

(a) A request for a waiver concerning this Agree- 
ment shall be submitted to the Ministerial Con- 
ference for consideration pursuant to the prac- 
tice of decision-making by consensus. The 
Ministerial Conference shall establish a time- 
period, which shall not exceed 90 days, to con- 
sider the request. If consensus is not reached 
during the time-period, any decision to grant 
a waiver shall be taken by three fourths? of the 
Members. 
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(b) A request for a waiver concerning the Multi- 
lateral Trade Agreements in Annexes 1A or 1B 
or 1C and their annexes shall be submitted ini- 
tially to the Council for Trade in Goods, the 
Council for Trade in Services or the Council 
for TRIPS, respectively, for consideration dur- 
ing a time-period which shall not exceed 90 
days. At the end of the time-period, the rel- 
evant Council shall submit a report to the Min- 
isterial Conference. 

4. A decision by the Ministerial Conference granting 
a waiver shall state the exceptional circumstances jus- 
tifying the decision, the terms and conditions govern- 
ing the application of the waiver, and the date on 
which the waiver shall terminate. Any waiver granted 
for a period of more than one year shall be reviewed 
by the Ministerial Conference not later than one year 
after it is granted, and thereafter annually until the 
waiver terminates. In each review, the Ministerial 
Conference shall examine whether the exceptional 
circumstances justifying the waiver still exist and 
whether the terms and conditions attached to the 
waiver have been met. The Ministerial Conference, 
on the basis of the annual review, may extend, modify 
or terminate the waiver. 


5. Decisions under a Plurilateral Trade Agreement, in- 
cluding any decisions on interpretations and waivers, 
shall be governed by the provisions of that Agreement. 


Article X 
Amendments 


1. Any Member of the WTO may initiate a proposal to 
amend the provisions of this Agreement or the Mullti- 
lateral Trade Agreements in Annex 1 by submitting such 
proposal to the Ministerial Conference. The Councils 
listed in paragraph 5 of Article IV may also submit to 
the Ministerial Conference proposals to amend the pro- 
visions of the corresponding Multilateral Trade Agree- 
ments in Annex 1 the functioning of which they oversee. 
Unless the Ministerial Conference decides on a longer 
period, for a period of 90 days after the proposal has 
been tabled formally at the Ministerial Conference any 
decision by the Ministerial Conference to submit the 
proposed amendment to the Members for acceptance 
shall be taken by consensus. Unless the provisions of 
paragraphs 2, 5 or 6 apply, that decision shall specify 
whether the provisions of paragraphs 3 or 4 shall apply. 
If consensus is reached, the Ministerial Conference shall 
forthwith submit the proposed amendment to the Mem- 
bers for acceptance. If consensus is not reached at a meet- 
ing of the Ministerial Conference within the established 
period, the Ministerial Conference shall decide by a two- 
thirds majority of the Members whether to submit the 
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proposed amendment to the Members for acceptance. 
Except as provided in paragraphs 2, 5 and 6, the provi- 
sions of paragraph 3 shall apply to the proposed amend- 
ment, unless the Ministerial Conference decides by a 
three-fourths majority of the Members that the provi- 
sions of paragraph 4 shall apply. 


2. Amendments to the provisions of this Article and to 
the provisions of the following Articles shall take ef- 
fect only upon acceptance by all Members: 


Article IX of this Agreement; 

Articles I and II of GATT 1994; 
Article II:1 of GATS; 

Article 4 of the Agreement on TRIPS. 


3. Amendments to provisions of this Agreement, or of 
the Multilateral Trade Agreements in Annexes 1A and 
1C, other than those listed in paragraphs 2 and 6, of a 
nature that would alter the rights and obligations of 
the Members, shall take effect for the Members that 
have accepted them upon acceptance by two thirds of 
the Members and thereafter for each other Member 
upon acceptance by it. The Ministerial Conference may 
decide by a three-fourths majority of the Members that 
any amendment made effective under this paragraph 
is of such a nature that any Member which has not ac- 
cepted it within a period specified by the Ministerial 
Conference in each case shall be free to withdraw from 
the WTO or to remain a Member with the consent of 
the Ministerial Conference. 


4. Amendments to provisions of this Agreement or of 
the Multilateral Trade Agreements in Annexes 1A and 
1C, other than those listed in paragraphs 2 and 6, of a 
nature that would not alter the rights and obligations 
of the Members, shall take effect for all Members upon 
acceptance by two thirds of the Members. 


5. Except as provided in paragraph 2 above, amend- 
ments to Parts I, Il and III of GATS and the respective 
annexes shall take effect for the Members that have 
accepted them upon acceptance by two thirds of the 
Members and thereafter for each Member upon accep- 
tance by it. The Ministerial Conference may decide by 
a three-fourths majority of the Members that any 
amendment made effective under the preceding pro- 
vision is of such a nature that any Member which has 
not accepted it within a period specified by the Minis- 
terial Conference in each case shall be free to withdraw 
from the WTO or to remain a Member with the con- 
sent of the Ministerial Conference. Amendments to 
Parts IV, V and VI of GATS and the respective annexes 
shall take effect for all Members upon acceptance by 
two thirds of the Members. 
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6. Notwithstanding the other provisions of this Article, 
amendments to the Agreement on TRIPS meeting the 
requirements of paragraph 2 of Article 71 thereof may 
be adopted by the Ministerial Conference without fur- 
ther formal acceptance process. 


7. Any Member accepting an amendment to this Agree- 
ment or to a Multilateral Trade Agreement in Annex 1 
shall deposit an instrument of acceptance with the 
Director-General of the WTO within the period of ac- 
ceptance specified by the Ministerial Conference. 


8. Any Member of the WTO may initiate a proposal to 
amend the provisions of the Multilateral Trade Agree- 
ments in Annexes 2 and 3 by submitting such proposal 
to the Ministerial Conference. The decision to approve 
amendments to the Multilateral Trade Agreement in 
Annex 2 shall be made by consensus and these amend- 
ments shall take effect for all Members upon approval 
by the Ministerial Conference. Decisions to approve 
amendments to the Multilateral Trade Agreement in 
Annex 3 shall take effect for all Members upon approval 
by the Ministerial Conference. 


9. The Ministerial Conference, upon the request of the 
Members parties to a trade agreement, may decide ex- 
clusively by consensus to add that agreement to An- 
nex 4. The Ministerial Conference, upon the request of 
the Members parties to a Plurilateral Trade Agreement, 
may decide to delete that Agreement from Annex 4. 


10. Amendments to a Plurilateral Trade Agreement shall 
be governed by the provisions of that Agreement. 


Article XI 
Original Membership 


1. The contracting parties to GATT 1947 as of the date 
of entry into force of this Agreement, and the Euro- 
pean Communities, which accept this Agreement and 
the Multilateral Trade Agreements and for which 
Schedules of Concessions and Commitments are an- 
nexed to GATT 1994 and for which Schedules of Spe- 
cific Commitments are annexed to GATS shall become 
original Members of the WTO. 


2. The least-developed countries recognized as such by 
the United Nations will only be required to undertake 
commitments and concessions to the extent consistent 
with their individual development, financial and trade 
needs or their administrative and institutional capabilities. 


Article XII 
Accession 


1. Any State or separate customs territory possessing 
full autonomy in the conduct of its external commer- 
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cial relations and of the other matters provided for in 
this Agreement and the Multilateral Trade Agreements 
may accede to this Agreement, on terms to be agreed 
between it and the WTO. Such accession shall apply to 
this Agreement and the Multilateral Trade Agreements 
annexed thereto. 


2. Decisions on accession shall be taken by the Ministe- 
rial Conference. The Ministerial Conference shall ap- 
prove the agreement on the terms of accession by a 
two-thirds majority of the Members of the WTO. 


3. Accession to a Plurilateral Trade Agreement shall be 
governed by the provisions of that Agreement. 


Article XIII 
Non-Application of Multilateral Trade Agreements between 
Particular Members 


1. This Agreement and the Multilateral Trade Agree- 
ments in Annexes 1 and 2 shall not apply as between 
any Member and any other Member if either of the 
Members, at the time either becomes a Member, does 
not consent to such application. 


2. Paragraph 1 may be invoked between original Mem- 
bers of the WTO which were contracting parties to 
GATT 1947 only where Article XXXV of that Agreement 
had been invoked earlier and was effective as between 
those contracting parties at the time of entry into force 
for them of this Agreement. 


3. Paragraph 1 shall apply between a Member and an- 
other Member which has acceded under Article XII 
only if the Member not consenting to the application 
has so notified the Ministerial Conference before the 
approval of the agreement on the terms of accession 
by the Ministerial Conference. 


4. The Ministerial Conference may review the opera- 
tion of this Article in particular cases at the request of 
any Member and make appropriate recommendations. 


5. Non-application of a Plurilateral Trade Agreement 
between parties to that Agreement shall be governed 
by the provisions of that Agreement. 


Article XIV 
Acceptance, Entry into Force and Deposit 


1. This Agreement shall be open for acceptance, by sig- 
nature or otherwise, by contracting parties to GATT 
1947, and the European Communities, which are eli- 
gible to become original Members of the WTO in ac- 
cordance with Article XI of this Agreement. Such 
acceptance shall apply to this Agreement and the Mul- 
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tilateral Trade Agreements annexed hereto. This Agree- 
ment and the Multilateral Trade Agreements annexed 
hereto shall enter into force on the date determined by 
Ministers in accordance with paragraph 3 of the Final 
Act Embodying the Results of the Uruguay Round of 
Multilateral Trade Negotiations and shall remain open 
for acceptance for a period of two years following that 
date unless the Ministers decide otherwise. An accep- 
tance following the entry into force of this Agreement 
shall enter into force on the 30th day following the date 
of such acceptance. 


2. A Member which accepts this Agreement after its 
entry into force shall implement those concessions and 
obligations in the Multilateral Trade Agreements that 
are to be implemented over a period of time starting 
with the entry into force of this Agreement as if it had 
accepted this Agreement on the date of its entry into 
force. 


3. Until the entry into force of this Agreement, the text 
of this Agreement and the Multilateral Trade Agree- 
ments shall be deposited with the Director-General to 
the CONTRACTING PARTIES to GATT 1947. The 
Director-General shall promptly furnish a certified 
true copy of this Agreement and the Multilateral Trade 
Agreements, and a notification of each acceptance 
thereof, to each government and the European Com- 
munities having accepted this Agreement. This Agree- 
ment and the Multilateral Trade Agreements, and any 
amendments thereto, shall, upon the entry into force 
of this Agreement, be deposited with the Director- 
General of the WTO. 


4. The acceptance and entry into force of a Plurilateral 
Trade Agreement shall be governed by the provisions 
of that Agreement. Such Agreements shall be depos- 
ited with the Director-General to the CONTRACTING 
PARTIES to GATT 1947. Upon the entry into force of 
this Agreement, such Agreements shall be deposited 
with the Director-General of the WTO. 


Article XV 
Withdrawal 


1. Any Member may withdraw from this Agreement. 
Such withdrawal shall apply both to this Agreement 
and the Multilateral Trade Agreements and shall take 
effect upon the expiration of six months from the date 
on which written notice of withdrawal is received by 
the Director-General of the WTO. 


2. Withdrawal from a Plurilateral Trade Agreement shall 
be governed by the provisions of that Agreement. 
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Article XVI 
Miscellaneous Provisions 


1. Except as otherwise provided under this Agreement 
or the Multilateral Trade Agreements, the WTO shall 
be guided by the decisions, procedures and custom- 
ary practices followed by the CONTRACTING PAR- 
TIES to GATT 1947 and the bodies established in the 
framework of GATT 1947. 


2. To the extent practicable, the Secretariat of GATT 1947 
shall become the Secretariat of the WTO, and the 
Director-General to the CONTRACTING PARTIES to 
GATT 1947, until such time as the Ministerial Confer- 
ence has appointed a Director-General in accordance 
with paragraph 2 of Article VI of this Agreement, shall 
serve as Director-General of the WTO. 


3. In the event of a conflict between a provision of this 
Agreement and a provision of any of the Multilateral 
Trade Agreements, the provision of this Agreement 
shall prevail to the extent of the conflict. 


4, Each Member shall ensure the conformity of its laws, 
regulations and administrative procedures with its 
obligations as provided in the annexed Agreements. 


5. No reservations may be made in respect of any pro- 
vision of this Agreement. Reservations in respect of any 
of the provisions of the Multilateral Trade Agreements 
may only be made to the extent provided for in those 
Agreements. Reservations in respect of a provision of 
a Plurilateral Trade Agreement shall be governed by 
the provisions of that Agreement. 


6. This Agreement shall be registered in accordance 
with the provisions of Article 102 of the Charter of the 
United Nations. 


DONE at Marrakesh this fifteenth day of April one 
thousand nine hundred and ninety-four, in a single 
copy, in the English, French and Spanish languages, 
each text being authentic. 


Notes 

1. The body concerned shall be deemed to have decided 
by consensus on a matter submitted for its consideration, if 
no Member, present at the meeting when the decision is 
taken, formally objects to the proposed decision. 

2. The number of votes of the European Communities and 
their member States shall in no case exceed the number of 
the member States of the European Communities. 

3. Decisions by the General Council when convened as 
the Dispute Settlement Body shall be taken only in accor- 
dance with the provisions of paragraph 4 of Article 2 of the 
Dispute Settlement Understanding. 

4. A decision to grant a waiver in respect of any obligation 
subject to a transition period or a period for staged implemen- 
tation that the requesting Member has not performed by the 
end of the relevant period shall be taken only by consensus. 
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Explanatory Notes: 

The terms “country” or “countries” as used in this Agree- 
ment and the Multilateral Trade Agreements are to be un- 
derstood to include any separate customs territory Member 
of the WTO. 

In the case of a separate customs territory Member of the 
WTO, where an expression in this Agreement and the Mul- 
tilateral Trade Agreements is qualified by the term “national,” 
such expression shall be read as pertaining to that customs 
territory, unless otherwise specified. 


LIST OF ANNEXES 
ANNEX 1 


ANNEX 1A: Multilateral Agreements on Trade in Goods 

General Agreement on Tariffs and Trade 1994 

Agreement on Agriculture 

Agreement on the Application of Sanitary and 
Phytosanitary Measures 

Agreement on Textiles and Clothing 

Agreement on Technical Barriers to Trade 

Agreement on Trade-Related Investment Measures 

Agreement on Implementation of Article VI of the 
General Agreement on Tariffs and Trade 1994 

Agreement on Implementation of Article VII of the 
General Agreement on Tariffs and Trade 1994 

Agreement on Preshipment Inspection 

Agreement on Rules of Origin 


WORLD TRADE ORGANIZATION (1995) 


Agreement on Import Licensing Procedures 
Agreement on Subsidies and Countervailing Measures 
Agreement on Safeguards 


ANNEX 1B: General Agreement on Trade in Services 
and Annexes 


ANNEX 1C: Agreement on Trade-Related Aspects of 
Intellectual Property Rights 


ANNEX 2 
Understanding on Rules and Procedures Governing 
the Settlement of Disputes 


ANNEX 3 
Trade Policy Review Mechanism 


ANNEX 4 
Plurilateral Trade Agreements 


Agreement on Trade in Civil Aircraft 
Agreement on Government Procurement 
International Dairy Agreement 
International Bovine Meat Agreement 


Source: “Agreement Establishing the World Trade Organi- 
zation,” World Trade Organization, www.wto.org/english/ 
docs_e/legal_e/04-wto.doc (accessed May 2004). 


CHRONOLOGY OF WORLD TRADE 


1750 B.c.z. Code of Hammurabi establishes the first 
known laws governing commerce. 


687-652 B.c.E. Lydians strike first coins, making trade 
easier than through the barter system. 


6th century B.c.ze. Buddhism is founded and spreads 
along Asian trade routes; it places a prohibition on the 
trade of slaves, living flesh for slaughter, deadly weap- 
ons, and intoxicating substances. 


529-34 B.c.zE. Codex of Justinian establishes law for 
trade and other civil matters. 


5thcentury Confucianism is established; class-based 
religion that encourages commerce as a means of main- 
taining power for the rulers. 


5thcentury Hinduism is founded; initially promotes 
trade, but during the Middle Ages Hinduism becomes 
the religion of the poor masses and trade is discour- 
aged, opening the way for Arab traders to monopolize 
trade between the Near and Far East. 


478 B.c.E. Delian League is formed to fund the Greek 
war effort against the Persians. Athenian control over 
the treasury helps Athenians increase their economic 
power over the region. 


350 B.c.E. Invention of the Greek alphabet; its wide- 
spread use helps merchants communicate and main- 
tain accurate records of their inventories and business 
transactions. 


265-146 B.c.e. Punic Wars establish the Roman em- 
pire as the leading Mediterranean power after the de- 
feat of Carthage and the extensive road system helps 
merchants move goods from northern Europe to the 
Near East. 


33 c.E. Christianity is established; its restrictions on 
usury will hamper the development of an effective 
banking system in Europe until late in the Middle Ages. 


476 cz. Fall of the Western Roman empire; trade in 
western Europe declines for centuries. 


622 Rise of Islam; the spread of Islam over the next 
millennium from the Atlantic coast of Africa to modern- 
day Indonesia is helped by merchants and traders. 


1095 Crusades begin; trade established between west- 
ern Europe and the Far East through the crusader states 
reintroduces items such as pepper, silk, and other spices. 


1139 Papal edict against the charging of interest 
(usury) results in Jews dominating the money-lending 
trade in Europe for centuries. 


1171 Bank of Venice is established; first bank in Eu- 
rope that establishes the practice of paying interest on 
money deposited. 


12th-16th centuries Aztec pochteca expand trade 
throughout Mexico and the American Southwest, ex- 
changing corn, squash, and beans for goods such as 
obsidian and turquoise. 


12th-17th centuries Hanseatic League operates in 
northern Europe; trade routes are established from the 
Slavic regions to the Atlantic coast of Europe. Loss of goods 
is reduced by dividing shipments among several vessels. 


13th-15th centuries Mongol invasions result in con- 
trol of the Silk Road, along which trade is protected 
and encouraged by rulers to increase tax revenues. 


1260-1271 Journey of Marco Polo; his subsequent 
chronicle of his journey stimulates the interest of Eu- 
ropeans to discover a direct route to the East that by- 
passes the Arab-dominated lands. 


1279-1368 Yuan dynasty; Mongol dynasty that rules 
China and encourages trade with the outside. 


14thcentury Bardi Bankis established; transaction fees 
are charged to circumvent the prohibition of interest. 


1175 


1176 


Loans to the English monarchy and its subsequent de- 
fault on the loans result in the failure of the bank. 


1347-1720 Black Death decimates the population of 
Europe and delays exploration. 


14th-15th centuries _ Italian city-states encourage com- 
merce and new forms of banking. 


1368-1644 Ming dynasty reverses Chinese policy on 
trade; aversion to trade becomes the new policy. 


1433 Medici family begins banking and business in 
Florence; establishes branches in the major commer- 
cial centers of Europe and introduces the practice of 
time deposits. 


1453 Fall of Constantinople results in complete Arab 
domination of trade from the Far East to Europe. 


1460 Invention of the printing press facilitates the re- 
production of maps for exploration and books for the 
dissemination of knowledge on a mass scale. 


1488 Bartolomeu Dias discovers at the Cape of Good 
Hope a new water route from Europe to the Far East 
around the tip of South Africa. 


1492 Columbian exchange begins with the discovery 
of the New World; a multitude of foods, animals, and 
other goods will eventually be transferred between the 
Old and New Worlds. 


16th century Discovery and exploration results in the 
globalization of trade. 


1511 Portuguese capture Melaka (Malacca) and gain 
control of the spice trade. 


1513 Vasco Nunez de Balboa reaches the Pacific 
Ocean, opening the way for trade between the Atlan- 
tic and Pacific Coasts of the Americas. 


1517 Martin Luther posts his 95 Theses, which spark 
the Reformation; the movement splinters Christianity 
and many persecuted sects migrate to the New World, 
where they establish thriving colonies such as Massa- 
chusetts, which will engage in the triangle trade. 


1519-1521 Hernan Cortés conquers Mexico; the in- 
flux of large amounts of gold and silver stimulates En- 
glish, Dutch, and French exploration. 


1519-1522 Ferdinand Magellan sails around the 
world. 
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1520-1888 Atlantic slave trade allows landowners in 
the New World to establish strong economies based 
on labor-intensive crops such as sugar and cotton. 


1526-1857 Mughal empire in India encourages trade 
between the Far East and Europe. 


1531-1539 Francisco Pizarro conquers the Incas; Spain 
will use the new source of gold and silver to fund the 
wars of conquest in Europe. 


1557 Chinese allow Portuguese traders in Macao; the 
Portuguese are the first Europeans to establish direct 
trade with the Chinese. 


1577-1580 Sir Francis Drake circumnavigates the 
globe. 


1600 British East India Company is chartered; it re- 
ceives authorization to establish forts in other coun- 
tries for the purpose of establishing trade and is to 
provide for the protection of the goods with its own 
funds. 


1607 Jamestown is founded; tobacco becomes a cash 
crop that will allow the colony to survive economically. 


1609 Bankof Amsterdam is established; first modern 
bank that charges interest on loans. 


1611 Amsterdam Stock Exchange is completed; joint- 
stock company stock can be publicly traded and inves- 
tors can help stimulate the growth of companies and 
trade. 


1619 Dutch East India Company headquarters are es- 
tablished in Batavia; Dutch and Portuguese vie for con- 
trol over lucrative spice trade. 


1620 Plymouth Bay colony is established and is fol- 
lowed by the Massachusetts Bay colony; fish and agri- 
cultural products are sold for slaves, which are shipped 
to the Caribbean and exchanged for molasses that New 
Englanders use for the production of rum. 


1641 Dutch acquire Melaka (Malacca) from the Por- 
tuguese; Dutch now control the spice trade. 


1644-1912 Qing dynasty; a weakened dynasty that 
attempts to prevent European traders from importing 
opium but fails. 


1652-1684 Anglo-Dutch wars are fought over control 
of lucrative trade routes and possessions in North 
America and the Far East. 


1660,1663 Navigation Laws are passed by the British 
Parliament; legislation requires goods be shipped on 
English ships with English crews to strengthen English 
maritime commerce and its navy. 


1688 Lloyd's of London issues first insurance policy; 
merchants can now insure their shipments against loss. 


1689-1748 First three Wars for Empire are fought for 
control of lands in Europe and trade. 


1690 British East India Company founds port at 
Calcutta; establishes trade relations with local rulers 
that will continue to expand until all of India is under 
British control. 


1694 Bankof England is chartered for the deposit and 
distribution of government funds as well as for com- 
panies and individuals. 


1698 London exchange is started; the transfer of stock 
is streamlined and more investors enter the market. 


1754-1763 Seven Years’ War (French and Indian War) 
results in the French ceding Canada to the British and 
Louisiana to the Spanish; and the American colonies 
find a new sense of confidence that will lead to the 
American Revolution after England attempts to levy 
direct taxes on the colonists. 


1761 Spinning jenny is invented; results in the faster 
spinning of thread. 


1769 Invention of the water frame by Richard 
Arkwright allows for the faster production of thread that 
is stronger than that produced by the spinning jenny. 


1774-1783 American Revolution ends the first Brit- 
ish empire and opens trade for the United States with 
other countries. India becomes the cornerstone of the 
British empire after the fighting ends. 


1776 Publication of Adam Smith’s On the Wealth of Na- 
tions, in which he argues for free trade. 


1789-1800 French Revolution results in the monarchs 
of Europe declaring war on France and ultimately led 
to the Napoleonic Wars. 


1792 New York Stock Exchange is established; Ameri- 
can investors can easily invest in American companies. 


1793 Invention of the cotton gin results in an increase 
in slavery in the American South, which becomes the 
foundation of its economy. 
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1795 British control Dutch Cape Colony and the wa- 
ter passage from the Atlantic to the Indian Ocean. 


Late 18th century Industrial Revolution results in 
Great Britain becoming the world’s dominant manu- 
facturing and economic power. 


1800-1815 Napoleonic Wars involve issues of mari- 
time law; Britain places an embargo on continental 
Europe, while France places one on the British Isles. 
Both countries violate the neutral trading rights of 
countries such as the United States, which passes sev- 
eral pieces of legislation to prevent becoming involved 
in the conflict. 


1807 Robert Fulton’s Claremont becomes the first 
steamship; steamships open trade on the Missis- 
sippi River, reduce travel time from the Far East to 
Europe, and stimulate the volume of trade shipped 
by sea. 


1811-1817 Luddites revolt in England; this is the first 
modern labor violence brought about by the introduc- 
tion of new labor-reducing technology and the loss of 
traditional jobs. 


1812-1815 War of 1812 begins when Napoléon 
Bonaparte agrees to respect the neutral rights of the 
United States. The conflict results in the adoption of a 
protective tariff and the rechartering of the Second 
Bank of the United States. 


1815 Corn Laws prohibit the importation of foreign 
grain into England—a protectionist measure that re- 
sults in other countries such as the United States pur- 
suing a similar tariff policy. 


1844 Invention of the telegraph allows for the coor- 
dination of train schedules and faster communication 
for businesses. 


1848 John Stuart Mill writes Principles of Political 
Economy, in which he argues that countries should 
produce what they can most economically and trade 
for other goods, using tariffs only to protect infant 
industries. 


1848 Karl Marx argues for socialism and the elimina- 
tion of the merchant class. 


1851 Crystal Palace Exhibition highlights the latest 
technology available in Great Britain as well as other 
exhibiting nations and sparks competition among na- 
tions that will lead to the second Industrial Revolution 
in the late 1800s. 
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1869 Suez Canal shortens the distance for the ship- 
ment of goods from India and the Far East to Europe. 


1876 Invention of the telephone creates a new com- 
munication revolution. 


1879 Royal Niger Company is established to control 
trade in Africa by the British. 


1879 Electricity sparks the second Industrial Revolu- 
tion by replacing steam power and allowing for the de- 
velopment of new technology and processes. 


1885 Internal combustion engine revolutionizes the 
transportation industry; modern automobiles use this 
engine. 


1898-1900 Boxer Rebellion; an attempt to expel the for- 
eign merchants and missionaries in China caused by the 
continued sale of opium in the country. 


1903 Panama Canal shortens the travel distance from 
the Atlantic to the Pacific and opens trade between both 
coasts of the Americas. 


1913 Federal Reserve Bank provides elasticity in the 
money supply of the United States and becomes the 
lender of last resort for U.S. banks. 


1914-1918 World War]; the United States supplies the 
European nations with arms, munitions, and other 
supplies and emerges as the dominant world economic 
power after the war. 


1917 Russian Revolution creates a communist state 
that will rival the United States for power throughout 
the world for the next seven decades. 


1929-1941 Great Depression; it is brought on by high 
tariff barriers erected after World War I by the newly 
formed nations established out of the old empires of 
Europe, as well as by the overproduction of products 
around the world, the overstimulation of the stock 
market, and the poor federal reserve policies that raise 
interest rates and constrict the U.S. money supply. 


1931 British Commonwealth is formed to create an eco- 
nomic bond between Britain and its former colonies. 


1939-1945 World War II; this conflict results in the 
pursuit of free trade after the war to prevent future 
wars from developing because of economic problems. 


1940 Greater Asian Co-prosperity Sphere; an attempt 
by Japan to create an organization of Asian nations 
under its leadership. 
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1944 Creation of the World Bank and International 
Monetary Fund; these two organizations are designed 
to provide funds to countries during periods of dis- 
tress to prevent future conflicts from developing. 


1945 Creation of the United Nations; an agency that 
replaces the League of Nations and is established to 
provide a diplomatic forum to discuss problems be- 
tween countries. The United Nations has many agen- 
cies that address issues of trade and commerce. 


1945-1989 Cold War; an ideological war that is waged 
between the Soviet Union and the United States and 
their allies and that impacts foreign policy and eco- 
nomic decisions of both countries. Trade patterns de- 
velop along political lines. 


1947 Marshall Plan helps rebuild war-torn Western 
Europe to foster capitalism and prevent the spread of 
communism. 


1947 General Agreement on Tariffs and Trade is 
signed; initially, forty-seven members agree to a series 
of negotiations or rounds aimed at voluntarily reduc- 
ing tariff barriers. 


1949 Soviet Union establishes the Council for Mutual 
Economic Assistance to offer economic reconstruction 
assistance to East European countries under the So- 
viet sphere of influence. 


1967 Association of Southeast Asian Nations is estab- 
lished; members promote economic and social devel- 
opment of Southeast Asia. 


1971 NASDAQ is established; market deals primarily 
with high-technology stocks. 


1992 European Union is formed out of the former 
European Economic Community. The euro is the com- 
mon currency, and attempts at political union are in 
the process. 


1994 North American Free Trade Agreement reduces 
tariff barriers among the United States, Canada, and 
Mexico. 


1995 Internet becomes available to the public; the new 
technology allows for online sales of goods, services, 
and stocks, as well as the availability of information on 
new products. 


Creation of the World Trade Organization; all mem- 
bers enjoy most-favored-nation status with other 
members, thereby facilitating free trade on a global 
basis. 
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absolute advantage. An advantage one country has 
over another to produce a certain good; example: 
Spain’s climate gives it an absolute advantage over 
Great Britain in the production of wine. 

act of God. A violent act of nature over which humans 
have no control; an act of God can absolve one 
participant in an agreement from fulfilling a 
contract. 

admiralty court. A court that has jurisdiction over mari- 
time affairs. 

ASEAN. See Association of Southeast Asian Nations. 

Association of Southeast Asian Nations. A trade group 
established in 1967; today the group includes 
Brunei, Cambodia, Indonesia, Laos, Malaysia, 
Myanmar (Burma), Philippines, Singapore, Thai- 
land, and Vietnam. 

balance of trade. The difference between a country’s 
imports and exports over a specific time period. 

barter. The trade of goods or services without the use 
of money as an exchange. 

black market. The buying and selling of goods and 
services outside legal channels. 

capital flight. The flight of capital from a given coun- 
try, usually in response to financial panics. 

capital market. The market for long-term investment 
funds in the form of stocks, bonds, and commer- 
cial paper. 

central bank. A national bank with the power to issue 
currency. 

command economy. An economy in which prices are 
largely established by government edict. 

commercial paper. Negotiable instruments used in 
trade and commerce, usually in the form of unse- 
cured, short-term promissory notes. 

consignment. The temporary possession of goods be- 
longing to another, usually for the purposes of sale. 

copyright. The legal right to exclusive use of intellec- 
tual property, granted to the creator or distributor 
of such property. 

corporation. A body that is granted a charter by a po- 
litical jurisdiction giving that body a legal entity 
with rights, privileges, and responsibilities, usually 
for the purposes of conducting business. 


customs. The government service charged with the 
task of collecting duties and taxes on imports and 
exports; also a term for those duties and taxes. 

deflation. The reduction in the price of goods and ser- 
vices. 

developing countries. Nations, primarily in Africa, 
Asia, and Latin America, that are currently in the 
process of industrialization. 

dual exchange rates. Concurrent exchange rates on a 
specific currency, established for different eco- 
nomic circumstances by the government issuing 
the currency. 

dumping. The practice, often illegal, of selling goods 
abroad below the cost of production. 

durable goods. Goods that are not consumed in their 
use; examples: appliances, cars. 

duties. Taxes on imports. 

embargo. A government prohibition on imports from 
or exports to another nation. 

European Union. An organization of twenty-two Eu- 
ropean nations that coordinate trade and other 
policies. 

exchange rate. The rate, established either by govern- 
ments or the markets, at which currencies trade 
against one another. 

export controls. Limits established by the government 
on the export of certain goods and services, usu- 
ally for strategic purposes. 

export license. A license granted by a government toa 
certain individual or firm to export certain goods, 
usually given in cases where the goods are strate- 
gic or in short supply. 

export-processing zones. Areas of a country designated 
by a government for the production of export 
goods; usually such areas have exemptions or limi- 
tations on export duties and taxes (see free zone). 

factor. An agent who receives goods on consignment 
who sells them on behalf of the individual or com- 
pany that actually owns the goods. 

First World. See industrialized countries. 

fixed exchange. A rate of exchange for currencies set 
by the government as opposed to the market. 

flag of convenience. The national flag flown by a 
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ship that does not reflect the nationality of the 
ship’s owners; usually used to avoid taxes or 
regulations. 

force majeure. French for “major force,” an act of God 
beyond the power of humans that frees one or both 
participants from the obligations of a contract (see 
act of God). 

foreign exchange. Currency of one country exchange- 
able for that of another, usually at a rate established 
by the market. 

free market. A market in goods and services free of all 
government interference. 

free zone. An area of a country in which no taxes and 
duties are applicable (see export-processing zones). 

futures. The market for goods to be delivered at a fu- 
ture date. 

GATT. See General Agreement on Tariffs and Trade. 

General Agreement on Tariffs and Trade. A multilat- 
eral agreement aimed at reducing tariffs and du- 
ties (see World Trade Organization). 

globalization. The process by which international trade 
and exchange become ever-more integrated. 

gold standard. A monetary system in which currency 
is exchangeable for gold at a rate fixed by the gov- 
ernment. 

gross domestic product. The measure of goods and ser- 
vices produced within the boundaries of a country. 

gross national product. The measure of goods and ser- 
vices of a country produced both within the bor- 
ders and through overseas investments of that 
country’s individuals and businesses. 

hard money. A currency with a reputation for exchange- 
rate stability (see soft money). 

hedge. An second investment designed to reduce the 
risk of a first. 

IME See International Monetary Fund. 

import quota. A government-established limit on the 
import of a specific good, usually to protect domes- 
tic producers. 

import restrictions. A tariff or other restriction placed 
on certain goods to reduce their importation. 

industrial policy. A government policy to develop cer- 
tain types of industries. 

industrialized countries. Those countries that have 
fully developed their manufacturing base. 

inflation. The increase in the price of goods and ser- 
vices. 

infrastructure. The built-up facilities in a region or 
country, including transportation and communi- 
cations systems. 

intellectual property. Nontangible goods that are the 
product of creativity, such as literature, film, and 
music. 

International Monetary Fund. An international insti- 
tution that lends and grants money to developing 


countries, usually for emergency financial reasons 
(see World Bank). 

interstate commerce. Commerce between the states of 
the United States. 

invisible hand. A term used to explain the laws of sup- 
ply and demand. 

joint-stock company. An unincorporated business 
owned by those who hold shares in the company. 

just-in-time delivery. The practice of providing parts 
or services as immediately required by businesses. 

laissez faire. French for “leave it be,” the economic phi- 
losophy that says governments should stay out of 
business affairs. 

legal tender. Any money that is widely recognized as 
usable for the purchase of goods and services or 
the payment of debts. 

letter of credit. A commitment made by a financial in- 
stitution on behalf of a client to pay someone an 
amount of money under specified circumstances. 

licensing agreement. An agreement permitting the use 
of trademarks, patents, or technologies. 

limited partnership. A business form in which the gen- 
eral partner runs the business and has personal 
responsibility for the debts of that business while 
other partners are liable for only the amount of 
money they invested in that business. 

liquidation. The act by which a person’s or company’s 
total property and debts are terminated. 

liquidity. The degree to which a person’s or company’s 
assets can be immediately exchanged for money. 

Lloyds of London. An English association of insurance 
underwriters. 

Lloyds Registry. Independent of Lloyds of London, an 
English society that surveys and classifies the ships 
of the world for their seaworthiness and compli- 
ance with national and international codes. 

macroeconomics. The study of national and interna- 
tional economies (see microeconomics). 

maquiladora. Spanish for manufacturing plant; a Mexi- 
can factory, usually located near the U.S. border, 
with special privileges to trade in the United States. 

margin. The difference between the total cost of goods 
and their net sales price. 

market economy. An economy in which prices are set 
by forces of supply and demand rather than by 
governmental edict. 

market price. The price established between buyers 
and sellers. 

market revolution. The period of the modern age— 
sometime between the 1700s and 1900s, depend- 
ing on the country—in which goods and services 
are increasingly exchanged for money at a value 
determined by supply and demand. 

MERCOSUR. Spanish abbreviation for Mercado del 
Sur (Market of the South), a trade association of 


South American nations, including Argentina, Bra- 
zil, Paraguay, and Uruguay; Bolivia and Chile have 
special relations with MERCOSUR. 

microeconomics. The study of the economics of indi- 
viduals, families, firms, and other entities (see mac- 
roeconomics). 

money market. The market for short-term financial 
instruments, including commercial paper and trea- 
sury bills. 

most favored nation. A status granted by one nation 
to another giving that nation special trading ad- 
vantages. 

multilateral agreement. An agreement reached by 
more than two nations. 

multinational corporation. A corporation that owns 
subsidiaries abroad. 

NAFTA. See North American Free Trade Agreement. 

nationalization. The process whereby a government 
takes over a company or an entire industry. 

North American Free Trade Agreement. A trading 
community composed of Canada, Mexico, and the 
United States. 

offshore bank. A foreign subsidiary of a bank, usually 
established for the purposes of avoiding taxes or 
legal scrutiny of clients’ accounts. 

outsourcing. Sending manufacturing overseas, usually 
for the purpose of finding cheaper labor. 

patent. A grant issued by a government allowing for 
the exclusive use of an invention by its creator. 

petrodollars. U.S. currency earned by countries through 
the production and overseas sale of petroleum. 

price fixing. Establishing of price by a firm or group of 
firms through illegal, nonmarket means. 

protectionism. A government policy calling for the re- 
striction of imports. 

quarantine. The temporary holding of individuals, 
usually in ports of entry, in order to prevent the 
spread of disease. 

rate of exchange. The rate at which the currency of one 
country is traded for the currency of another. 

reciprocity. The process by which governments offer 
similar trading concessions to each other. 

redistribution. Government policy, usually achieved 
through taxation, whereby wealth is distributed 
from one class of people to another, usually from 
rich to poor. 

remittance. Funds forwarded from one company or 
individual to another. 

retaliation. The imposition of taxes, restrictions, or quo- 
tas on the imports of one country in response to a 
perceived violation of trade laws or agreements. 

royalty. Fee paid to the creator of intellectual property 
for the sale of that property. 

sales tax. A percentage tax on the sale of goods and 
occasionally services. 
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security. Property pledged as collateral for a debt. 

soft money. A currency with a reputation for exchange- 
rate instability (see hard money). 

spot price. The selling of goods for immediate delivery. 

subsidiary. A company owned by another enterprise 
and located in another jurisdiction, often another 
country. 

surcharge. A special tax or fee added to the regular tax 
or fee. 

surety. A bond or other security that protects a credi- 
tor from default by the debtor. 

tariff. A schedule of duties to be paid on imports and 
exports. 

tariff war. A trade conflict in which two or more na- 
tions raise their tariffs in response to each other's 
actions. 

tax haven. A nation offering low or no taxes as a means 
to attract investment. 

Third World. See developing countries. 

trade deficit. The gap by which the value of a nation’s 
imports exceeds the value of its exports (see trade 
surplus). 

trade surplus. The gap by which the value of a nation’s 
exports exceeds the value of its imports (see trade 
deficit). 

transparency. The degree to which laws, taxes, regula- 
tions, and government policy are clear, measurable, 
and verifiable. 

Treasury bills. Government debt offered as interest- 
bearing investments. 

triangle trade. Trans-Atlantic trade between Africa, the 
Americas, and Europe during the first centuries of 
the modern era, roughly between the 1500s and 
the 1800s. 

turnkey contract. An agreement in which one party 
agrees to provide a product ready for use by the other. 

unfair trade practices. Advantages offered to national 
industries and companies by a government that 
violate trade law or custom. 

Uniform Commercial Code. The U.S. law governing 
all commercial transactions. 

Universal Copyright Convention. An international 
agreement that honors copyrights to individuals 
and companies in signatory nations. 

valuation. The worth of a good or service. 

value-added tax. An indirect consumption tax based 
on the amount of labor and investment required 
to turn a raw material into a finished good. 

VAT. See value-added tax. 

voluntary restraint agreements. An informal agree- 
ment reached by two or more nations to limit their 
imports or exports. 

warranty. A guarantee whereby one party to a contract 
can rely on the facts and representations provided 
by the other party. 
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World Bank. An international financial institution that eral Agreement on Tariffs and Trade, an organiza- 
provides loans or funds to developing countries, tion established to regulate international trade and 
usually for long-term capital projects (see Interna- lower trade barriers between countries (see Gen- 
tional Monetary Fund). eral Agreement on Tariffs and Trade). 


World Trade Organization. Developed out of theGen- | WTO. See World Trade Organization. 
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and sculpture, 3:812 

and spice trade, 3:860 

and technology, 3:885, 886 


Egypt, ancient (continued) 
time periods (six) of, 2:302-303 
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Asia, trade relations with, 2:328-330 
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and automobile production, 1:83 
and aviation, 1:85, 91-92 
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and bribery, 1:120 
China, trade relations with, 1:169 
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and coffee, 1:186 
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and Columbian exchange, 1:193 
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and diasporas, 1:273 
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and disputes/arbitration, 1:281 
and drugs, 1:292 
and empire building, 2:310-314 
and exploration/trade, 1:277, 2:343-345 
feudalism in, 2:356-357 
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and fur industry, 1:41 
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and gunpowder, 2:438 
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and Indian Ocean trade, 2:505-506 
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and linen, 2:586-587 
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and ships/shipbuilding, 1:47 
and Soviet Union, 1:115, 3:850-851 
stock exchanges in, 2:362 
and tariffs, 3:877-878 
and tobacco, 3:901 
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See also individual countries 
European Union (EU) 
and Alsace-Lorraine region, 1:28 
China, trade relations with, 1:166 
competition policy in the, 1:212, 214-215 
expansion of, 2:334 
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Maastricht Treaty and creation of, 2:332 
map of, 2:333 
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overview of, 3:913 
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Finland, 1:41, 233, 2:482-483, 4:974 
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Florence, 1:96-97, 2:364—365, 3:614—615, 
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and Aegean Sea, 1:7 
and agriculture, 1:12, 18 
and Alsace-Lorraine region, 1:26-28 
and American Revolution, 1:35-36 
Anglo-French Treaty of Dover, 1:39 
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and Atlantic trade route, 1:81-82 
and aviation, 1:84, 86, 87, 90 
in the Baroque period, 1:97-99 
Batavia occupied by, 1:103 
and bioterrorism, 1:108 
British competition as a constant, 
2:383-384 
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and Caribbean region, 1:146 
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China, military conflicts with, 2:473 

China, trade relations with, 1:116 

cocoa processing factories in, 1:173 

and colonialism, 1:191, 2:382-384, 440, 
3:547-548 

and Continental System, 1:38, 229, 
3:685-687 

and corporations, 1:238-239 
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and Crusades, 1:253 

and Dardanelles channel, 1:264 

department stores in, 1:267—268 

and diasporas, 1:272 
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and embargoes, 2:306-307 
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and exploration/trade, 2:344, 345 

and fairs/festivals, 2:350, 351 
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Germany, military conflicts with, 
2:403-404 

and glass, 2:410 

and guilds, 3:632 

and gunpowder, 2:437 

India, trading relations with, 1:123 
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Soviet Union, trade relations with, 1:115 

stock exchanges in, 2:361 

and tariffs, 3:877-878 

and tortoiseshell, 3:902—903 

and tourism, 3:907 

and transportation/trade, 3:922 

and Tunisia, 3:926 

United States, trade relations with, 2:385 

and warfare impacting/being impacted 
by trade, 4:945-946 

and weapons/armament production, 
4:960 

and weights/measures, 4:964 
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Gabon, 1:162 
Gades, 3:738 
Gallipoli, 1:262-264 
Galveston, 2:451 
Ganges River, 1:137 
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Genoa, 2:401-402, 3:719-721, 858 
Georgia, 1:113 
Germany/Germanic people 
Africa, trade relations with, 2:405 
and agriculture, 1:17, 2:403, 3:878 
and Alsace-Lorraine region, 1:26-28 
Anglo-French Treaty of Dover, 1:39 
and automobiles, 1:83-84, 4:987 
and aviation, 1:19, 85-88, 90 
and banks/banking, 2:404 
and bioterrorism, 1:108 
China, trade relations with, 1:116 
and classical economics, 2:300 
and Cold War, 1:189 
and colonialism, 2:405 
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Assistance, 1:244 
and Crusades, 1:253, 255 
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department stores in, 1:268, 269 
and disputes/arbitration, 1:285 
and dyes, 3:898 
East and West, trade relations between, 
1:189 
and empire building, 2:403-406 
and fairs/festivals, 2:350, 354, 355 
fertilizer used in, 2:353 
France, military conflicts with, 
2:403-404 
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Hamburg, 2:441-443 
Hohenstaufen empire, 2:464—466 
and immigration, 2:489 
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reunification of, 1:131 
and Russian Revolution, 3:805 
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South America, trade relations with, 
1:128 
Soviet Union, military conflicts with, 
3:849 
Soviet Union, trade relations with, 1:115 
and tariffs, 3:878 
and technology, 3:888 
United States, trade relations with, 4:987 
and weapons/armament production, 
4:961 
and World War I, 4:950-951 
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See also Prussia 
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ancient, 2:406 
Berbers and, 1:105 
and cacao, 1:135 
and cocoa production, 4:966 
and colonialism, 2:407—408 
and Dyula people, 1:295 
and European’s arrival, 2:406-407 
and gold, 2:310, 406-407, 419 
and independent/modern, 2:408 
and Mandé-speaking people/Islamized 
court culture, 4:965 
Soviet Union, trade relations with, 3:854 
Gobi Desert, 1:289 
Gold Coast, 2:406—407 
Golden Triangle, 3:717-718 
Great Britain 
and abolition of slavery, 2:567 
and Aegean Sea, 1:7 
and agriculture, 1:12-14 
Amazon River and, 1:28 
and American Revolution, 1:34-38 
Anglo-French Treaty of Dover, 1:39 
Argentina, trade relations with, 1:128 
and art/luxury objects, 1:64, 67 
Asia, trade relations with, 2:230, 329 
and Atlantic trade route, 1:81 
and Australia, 1:125 
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and aviation, 1:85, 86, 88-90 

and banks/banking, 2:359 

in the Baroque period, 1:97-99 

and barter system, 1:101 

Batavia occupied by, 1:103 

and bioterrorism, 1:108 

Boers, military conflicts with the, 1:126, 
3:843 

and bribery, 1:118 

British Commonwealth, 1:121—122 

Calcutta, control of, 1:135-137 

and Caribbean region, 1:146, 147 

China, trade relations with, 1:116, 164, 
169, 2:297, 435 

cholera in, 1:173-174 

and cities/trade, 1:180, 181 

cocoa processing factories in, 1:173 

and colonialism, 1:124-127, 191, 
2:407—408, 3:857 

and comparative advantage, 1:208 

and Continental System, 1:38, 229, 
3:685-687 

and copper, 1:232, 233 

and copyrights, 1:233-234 

and corporations, 1:237-239 

and cotton, 1:241 

and Crystal Palace, 1:256-258, 2:351 

and Dardanelles channel, 1:263—264 

and decaying trade relations, 
4:1024-1026 

department stores in, 1:268, 269 

and diasporas, 1:272 

and discovery/exploration, 1:276 

and Egypt, 1:127, 2:302 

and embargoes, 2:306-307 

and empire building, 1:124—-127, 
2:317-319 

England's Treasure by Foreign Trade, 
2:321-322 

and Equatorial Africa, 1:161 

and exploration/trade, 2:344 

and Fabianism, 3:841 

and fairs/festivals, 2:350, 351, 354-355 

fertilizer used in, 2:353 

and food/diet, 2:372 

and free trade, 3:769, 876 
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2:383-384 
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Trade, 2:397 

and Genoa, 2:402 

and Ghana, 2:407 

and gold, 2:420, 421 

and grain, 2:425 

and guilds, 3:636-637 
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and Hinduism, 2:462 

and immigration, 2:488 

Industrial Revolution and, 2:509-514 
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and insurance, 2:518-520 

and iron technology, 2:533 

Japan, trade relations with, 4:1015-1016 

and joint-stock companies, 2:552 

and Keynes (John M.), 2:557 

and law, 2:578, 580, 3:632 

and linen, 2:587 

and livestock, 2:588 

and Manchu dynasty, 3:597 

and Manila, 3:599 

and medicine, 3:618-619 

and Melaka, 3:623 

and mercantilism, 3:628-630 

and migrations (human), 3:649-650 

and Ming dynasty, 3:657 

and Mogadishu, 3:668 

and navigation, 3:690 

and new imperialism, 2:493, 494, 
3:695-696 

and oil/oil industry, 3:713 

Orders in Council of 1804/1806, 1:13, 
2:384, 4:941, 942 

Ottoman empire, trade relations with, 
1:237 

and paper/pulp, 3:725-726 

and patents, 3:726 

Persia, trade relations with, 1:237 

and Persian Gulf, 3:732 

and pilgrimages, 3:742-743 

and piracy/privateering, 1:79, 3:624-625, 
744 

Portugal, alliance with, 1:128 

and pottery, 3:755 
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and railroads, 3:767, 922 

Reagan’s (Ronald) speech to British 
House of Commons, 4:1162-1164 

Russia, trade relations with, 1:237 

and salt, 3:810-812 

and sculpture, 3:814 

Shanghai, trade relations with, 3:822 

and ships/shipbuilding, 3:824 

and Sicily, 3:827 

and silk trade, 3:829, 897 

and slavery, 1:12, 2:567 

South America, trade relations with, 
1:127-128 

and South Seas Bubble in 1720, 1:125, 
2:552 

Soviet Union, trade relations with, 1:115 

Spanish Armada defeated by, 2:306 

and spice trade, 3:859 

stock exchanges in, 2:361 

and Suez Canal, 4:950, 1103-1105 

and Surat, 3:869 

and tally sticks, 3:872 

and tariffs, 3:875-877 

telegraph and, 3:891 
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and tourism, 3:905 
and trademarks, 3:917 
and transaction costs, 3:918 
and transportation/trade, 3:922 
unions in, 2:572 
and Vikings, 4:938 
and warfare impacting/being impacted 
by trade, 4:945-946 
and Wealth of Nations, 4:1049-1063 
and weapons/armament production, 
4:960 
and weights/measures, 4:964 
and women, 4:973 
and wool, 3:896, 4:979 
Greece, 1:7-8, 113, 2:402, 3:607, 814 
Greece, ancient 
and Aegean Sea, 1:6 
agora (marketplace) in, 1:10-11, 2:457, 
3:604 
alphabet used in, 1:23-24, 198 
and amber, 1:30, 31 
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Armenia ruled by, 1:56 
and art/luxury objects, 1:58-60 
and bioterrorism, 1:107 
and Black Sea region, 1:113 
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Celts, trade relations with the, 2:331 
and cities/trade, 1:177 
city-states in, 2:433-434 
coins/coinage in, 1:101, 188 
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Crete, trade relations with, 1:247 
and diasporas, 1:272 
and drugs, 1:291 
Egypt, trade relations with, 2:304 
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Spain, trade relations with, 2:337 
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and transportation/trade, 3:919-920 
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Guatemala, 1:47, 63, 151, 187, 2:549 
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Haiti, 1:82, 146, 147, 2:316, 440 
Hamburg, 2:441-443 
Hangzhou, 1:178 
Hanigalbat, 1:71 
Hawaiian Islands, 1:230, 3:666, 769, 
868-869 
Herat, 3:708 
Hollywood, 2:325, 467-469 
Hong Kong 
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and decline of British influence, 2:474 
founding of, 2:469-473 
and fur trade, 1:41 
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and Kowloon under British control, 
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and Opium Wars/Treaty of Nanjing, 
1:127, 2:298, 469-472 
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Hooghly River, 1:135, 137 
Hungary, 1:244, 268, 2:415 
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Iceland, 4:938 
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and agriculture, 1:17 
Alexander the Great attacks, 1:21 
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and aviation, 1:85, 90 
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Calcutta, 1:125, 135-137 
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China, trade relations with, 3:847 
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France, trade relations with, 1:123 
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Industrial Revolution and, 2:513 
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and tariffs, 3:877 
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See also Mughal empire 
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Europeans arrival and the, 2:505-506 
and exploration/trade, 2:338 
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and Persian Gulf, 3:732 

and piracy/privateering, 3:743 
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and slavery, 1:9, 2:543 


1-60 


Indonesia 

Bugis people, 1:130 
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and Arabs, 1:44, 3:732, 867, 907-908, 
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and diamonds, 1:271 

and Egypt, 2:302, 3:853 
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and Phoenicians, 1:25 
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and art/luxury objects, 1:61-62 

Battle of Magenta, 3:652 
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and diasporas, 1:273 

and food/diet, 3:715 

Germany, military alliance with, 4:986 
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China, trade relations with, 1:165, 
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Edo period, 1:171, 2:439 

and embargoes, 2:308 

and empire building, 2:319 

and GATT, 3:882 

and globalization, 2:413, 419 
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Sphere, 2:431-432 

and gunpowder, 2:439 

and Hamburg, 2:442 
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Industrial Revolution and, 2:513-514 
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2:298 
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and missionaries, 3:663 

and multinational corporations, 1:240 
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West, trade relations with the, 
2:298 
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Thasos, 1:6 
Thebes, 1:291 
Tiananmen Square, 1:190 
Tigris River, 3:732, 921, 4:957, 977 

See also Mesopotamian civilization 
Timbuktu, 2:406, 3:594, 809, 810, 4:965 
Trinidad and Tobago, 1:147, 195 
Tunis, 3:720 
Tunisia, 3:924—926 
Turkey, 1:113, 264, 2:405, 3:707 
See also Ottoman empire 
Turpan, 3:708 
Tuwat oasis, 3:708 
Tyre, 1:176-177 


Ukraine, 1:113 
United Kingdom. See Great Britain 
United States 
abolition of slavery in, 2:567 
and agriculture, 1:13-18 
aircraft production, 1:19 
Argentina, trade relations with, 1:53 
and arms/weapons trade, 2:480, 4:961 
and art/luxury objects, 1:67-68 
and automobile production, 1:83 
and aviation, 1:19, 85, 87-92 
and banks/banking, 2:360-361 
and bioterrorism, 1:108-110 
Brazil, trade relations with, 1:118 
and bribery, 1:120 
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British Orders in Council of 1804/1806, 
1:13, 2:384 

Caribbean region, colonial possessions 
in, 1:146 

and cartography, 1:157 

China, trade relations with, 1:116, 165, 
166, 190 

Civil War, 1:14, 108, 3:602, 603, 901, 4:933, 
943, 

cocoa processing factories in, 1:173 

and coffee, 1:187 

coins/coinage in, 1:188 

and Cold War, 1:187-190 

and competition policy, 1:212, 214-215 

computer use in, 1:216 

Constitutional Convention in 1781, 4:931 

and consumerism, 1:221—224, 226-227 

and containment policy, 1:227—228, 
3:607, 4:943, 952, 991 

and copper, 1:233 

and copyrights, 1:233, 234 

and corn, 1:235-236 

and corporations, 1:239 

and cotton, 1:241, 242-243, 3:898 

crop rotation in, 1:250 

and Cuban missile crisis, 1:189 

and Dardanelles channel, 1:263 

department stores in, 1:268 

and diasporas, 1:272, 273 

and disputes/arbitration, 1:284 

and drugs, 1:293 

early republic in, 4:931-932 

and electricity, 2:304 

and embargoes, 2:306-308, 4:932 

and empire building, 2:318 

and English language as dominant 
common language, 1:199 

and Equatorial Africa’s mineral 
resources, 1:162 

and fairs/festivals, 2:350-353 

fertilizer used in, 2:353 

and food/diet, 2:387, 388 

and foreign aid, 2:375 

France, trade relations with, 2:385 

and GATT, 3:882 

Germany, trade relations with, 4:987 

and Gilded age, 1:67 

and globalization, 1:140, 2:413, 416, 418 

and gold, 2:420, 421 

and guano, 2:436 

and Gulf Wars, 1:109, 131 

and hemp, 2:457-458 

and immigration, 2:489-490 

and imperial competition, 3:857 

and insurance, 2:519, 520 

and irrigation, 2:537 

Japan, trade relations with, 4:927-928, 
987 

and law, 2:579 
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and livestock, 2:589-590 

Louisiana Purchase, 3:846, 4:931-932, 
1067-1069 

and Manila, 3:599-600 

and market revolution, 1:101, 3:602 

and medicine, 3:619 

and Mediterranean Sea region, 3:621 

and migrations (human), 3:650-651 

and Mogadishu, 3:668 

monuments in, 3:676 

and multinational enterprises, 
3:682-683 

and Napoleonic Wars, 3:687, 4:932, 
948-949 

and new imperialism, 2:496, 497, 3:696 

and nuts, 3:707 

and oil/oil industry, 3:710-711, 713 

and open door notes, 3:715-716 

and Panama Canal, 3:722-726, 922-923 

and paper/pulp, 3:725-726 

and perfume, 3:731 

and Persian Gulf, 3:733 

and pottery, 3:755 

and Protestantism, 3:759 

and railroads, 3:767, 922 

and reciprocity, 3:769-770 

and regional trade organizations, 3:913 

Revolutionary War, 1:34-38, 81, 2:317 

and rise to world power, 4:933-934 

and Russian Revolution, 3:805 

September 11th terrorist attacks in, 1:92, 
109, 3:733, 893, 907, 923, 4:966 

and Shanghai, 3:822 

and ships/shipbuilding, 3:824 

and silver, 3:832-833 

and slavery, 2:567, 4:932-933 

South America, trade relations with, 
1:128 

and Southeast Asia, 3:848 

Soviet Union, trade relations with, 
1:115, 189, 4:986 

and soybeans, 3:854, 855 

and Spain’s decline, 3:857 

stock exchanges in, 2:362 

and tariffs, 3:877, 878-880 

and technology, 3:888-890 

and textile industry, 3:898 

and tobacco, 3:902 

and tourism, 3:905-906 

and trademarks, 3:917 

and transportation/trade, 3:602-603, 
922 

and warfare impacting/being impacted 
by trade, 4:952 

and weapons/armament production, 
4:961 

and whales, 4:967 

and women, 4:973-974 

and wood, 4:978 
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and wool, 4:979-980 

See also Colonies, North American 
Upper Volta, 2:547 
Uzbekistan, 3:708 


Vv 


Venezuela, 1:128, 195, 271, 3:713, 846 
Venice 
and Aegean Sea, 1:7 
and art/luxury objects, 1:62 
and banks/banking, 2:358 
and Black Death, 1:107 
and Byzantine empire, 1:134, 4:935 
Carolingian empire, trade relations 
with, 1:151 
and Catholic Church, 4:935 
Comacchio, military conflicts with, 
4:935 
compass and, 1:209 
and cotton, 1:241 
and Crusades, 1:178, 255, 4:936 
and Dardanelles channel, 1:263 
and exploration/trade, 2:343 
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and gemstones, 2:395 

Genoa and, 2:402, 4:937 

and glass, 2:410 

and Hanseatic League, 3:647 

as the hinge of Europe, 1:178 

and insurance, 2:518 

and interregional transit trade, 
4:937 

and intracontinental European 
trade, 2:331 

Middle East and, 3:645 

and Ottoman empire, 1:179, 3:721, 
4:937 

Ragusa, military conflicts with, 
3:765, 766 

resources needed in, 4:935-937 

and salt, 1:178, 3:810 

and service sector, 3:815 

and silk trade, 1:219 

and spice trade, 1:77, 3:858 

Vietnam 

and ASEAN, 1:69 

and coffee, 1:187 

and Cold War, 1:189 
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and Council for Mutual Economic 
Assistance, 1:244 
France and, 2:384 
and rice, 1:17, 3:791 
and wood, 4:978 
Virginia colony, 1:12, 2:345 
Volga Bulgaria, 4:939-940 
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Weimar Republic, 3:878 
Wild Cane Cay, 1:48 
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Yemen, 2:377 
Yugoslavia, 1:244, 3:853 
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Zambia, 1:233 
Zanzibar, 1:244, 245 
Zeravshan River, 3:708 
Zimbabwe, 1:96 


